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Not  to  be  taken  from  this  room 
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Every  person  who  maliciously 
cuts,  defaces,  breaks  or  injures 
any  book,  map,  chart,  picture, 
engraving,  statue,  coin,  model, 
apparatus,  or  other  work  of  lit- 
erature, art,  mechanics  or  ob- 
ject of  curiosity,  deposited  in 
any  public  library,  gallery, 
museum  or  collection  is  guilty 
of  a  misdemeanor. 

Penal  Code  of  California, 
1915,  Section  623. 
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PORTER  STAINLESS  STEEL  WIRE 

MAKES  SURE  THAT 
FISH  FOLLOW  THE  LEADER. 


The  last  thing  a  fisherman  wants  is  to  hook  a  record  breaker  and 
then  reel  in  a  broken  leader.  Leaders  have  to  be  wearproof,  biteproof, 
breakproof.  That's  why  Sevenstrand  Tackle  Manufacturing  Company  of 
Westminster,  California,  uses  150  million  feet  of  Porter  stainless  steel 
wire  each  year,  which  they  twist  into  a  variety  of  leader  cables. 

Porter  makes  152  products  for  the  metal-fabrication  industry.  So,  when 
you're  casting  about  for  a  major  supplier  see  us.  For  details,  write 
H.  K.  Porter  Company,  Inc.,  Room  300,  Porter  Building,  Pittsburgh,  Pa. 
BETTER  PRODUCTS  BY  DESIGN 
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Being  immature  is  no  crime 
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MAR  ?'« 

MAP  14 

APR  19 


if  you  don't  make  a  production  of  it 
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OYS  WILL  BE  boys"  IS,  perhaps,  enough 
excuse  for  a  harmless  Halloween  prank, 
but  emphatically  tio  excuse  for  burning 
buildings,  disrupting  a  big  city's  traffic,  in- 
terfering with  the  majority  of  students  who 
want  an  education,  nor  supporting  our 
country's  vicious  enemies. 

It  may  well  be,  as  some  say,  that  these 
people  are  hardened   thugs  in  the  pay  of 


foreign  revolutionary  groups  who  want  to 
weaken  and  destroy  America,  but  whether 
this  is  true  or  not,  we  think  the  working, 
tax-paying,  respectable  Americans  who  are 
the  ones  whose  opinions  are  worth  consid- 
ering, are  sick  and  tired  of  the  trouble 
makers  and  don't  intend  to  have  much  more 
of  it.  And  the  great  majority  of  the  young 
people  agree. 


Numerically  coui,    ■ 
presses  made  hy  Warner  &  Swasey's 
Wiedemann  Division  increase 
production  in  hundreds  of  shops. 


WARNER 
SWASEY 

:    Cleveland 
PRODUCTiVtTY 
EQUIPMENT 
&  SYSTEMS      " 


YOU  CAN  PRODUCE  IT  BETTER,  FASTER,  FOR  LESS  WITH  WARNER  S  SWASEY   MACHINE  TOOLS,  TEXTILE  MACHINERY,   CONSTRUCTION    EQUIPMENT 

3 
FOI^BES,  JANUARY  1,   1970 


Buried  Treasure   Discovered  in 


KL  AHOMA ! 
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PROSPECT 

for  your  next 
industrial  site 
the  middle  of 
AMERICA!  — 
HERE! 
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Is  Your  Industry  Here? 
LOCATION   PRODUCT  STUDIES 
for  these  unmlned  profit  lodes! 

(1)  Aluminum  Sheet,  Strip  &  Plate  (2)  Carbon 
&  Graphite  Electrodes  (3)  Iron  i  Steel  Forgings 
(4)  Rubber  Chemicals  &  Pesticides  (5)  Process 
Control  Instruments  (6)  Data  Display  Terminals 
(7)  Aeronautical  Instrument  Systems  (8)  Motor 
Vehicle  Heaters  (9)  Raceway  &  Socket  Systems 
(10)  Resilient  Floor  Coverings  (11)  Power  Wire 
&  Cable  (12)  Mobile  Home  Components  (13) 
Seals  &  Gaskets  (14)  Disposable  Surgical  & 
Hospital  Supplies  (15)  Integrated  Circuits  & 
Micro  Electronic  Devices  (16)  Automotive 
Ignition  Parts    (17)  Welding  Equipment 


FAIMTUS  MAPS 
TELL  YOU  WHERE, 
HOW  TO  CASH  IIM! 

Oklahoma  businessmen  paid  $220,000  for  this  factual 
data.  It's  yours  for  the  asking:  a  documented  key  to 
specific  areas  and  industries  with  maximum  profit- 
ability factors. 

This  up-to-date  (1969)  report  by  The  Fantus  Company 
includes  Location  Product  Studies  based  on  S.I.C.  codes 
with  all  relevant  data. 

17  prime  classifications  are  listed  to  the  left.  Desig- 
nate those  which  interest  you,  then  fill  out  the  coupon. 
All  inquiries  handled  in  strictest  confidence,  without 
obligation. 


PUBUC  SERVICE 

/company  of  OKLAHOMA 


AN  INVESTOR  OWNED  ELECTRIC   UTILITY  COMPANY 
SERVING  237  COMMUNITIES  IN  OKLAHOMA 


Mr.  Ed  Daley,  Vice  President 
Industrial  Development  Department 
P.  O.  Box  201 
Tulsa,  Oklahoma  —  74102 
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Please  send  me  free  your  Fantus  Report.  1  would 
reports  on  my  type  industry,  whicti  are 

NllMRFR.c; 

like 

specific 

NAME 

FIRM 

TITLE 

CITY 

STATE 

ZIP 
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Keep  your 
stockholders 


•  • 


ha 
Buy your 

company  a 
Gates  Learjet. 


Fact  1. 

Since  Dec.  31, 1966,  the  value  of  an  average  share  in  the 

Dow  Jones  Industrial  Average  has  risen  9  percent/ 


* 


Fact  2. 

Since  Dec.  31, 1966,  the  value  of  an  average  share  in  publicly 

held  companies  now  owning  Learjets  has  risen  45  percent* 


For  complele 
444  Siaplelon 
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(ac.s  on  the  world's  best-selling  business  jet.  call  or  write  Dick  Friel,  Vice  Presidenl  f' Marketing.  {312)  29^-2035,^ates  Aviation  Corporation, 
1  International  Airport,  Denver,  Co'ofado  80207.  Exclusive  domestic  marketer  of  the  Gates  Learjet.  *  Computation  date.  Oct.  Jl,  I9b9. 


Freaking 

out 

categorically. 


To  business  formalists 

who  need  precise  labels  for  everything 

GSC  is  a  mind-stretch. 

We  are  a  holding  company 
but  not  a  traditional  one. 

We  are  one  of  the  largest 

highest  earning  developers 

of  environments  in  the  United  States. 

We  are  the  leading 

multi-entertainment  park 

operator  in  the  world. 

We  are  one  of  the  largest  full-range 
housing  producers  anywhere. 

We  run  the  largest 
planned  industrial  districts  extant. 

And  by  the  time 
some  headline  writer  invents 

a  word  for  what  we  do 
we'll  be  into  something  new. 


qsc 

qR€At  southwest  coRPORAtion 


MACCO  CORPORATION  Real  Estate  Development: 
Homes,  Apartments,  Mobils  Homes  and  Park  ,  Modular  Housing,  Recreation,  Commercial-Industrial,  Land  Development,  Financing. 
SIX  FLAGS,  INC.  Thematic  Recreation  farKs:   Six  Flags  Over  Texas,  Six  Flags  Over  Georgia,  Six  Flags  Over  Mid-America. 

•  Arlington,  Texas  (817)  261-5311  •  Newport  Beach,  California  (714)  642-4910 
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Side  Lines 


Forbes  Magazine's  Restaurant  Guide 

Why  is  Forbes  putting  out  a  Restaurant  Guide? 

Simply  because  the  business  lunch,  the  business  dinner,  the  business 
deal  consumated  over  cocktails  have  all  become  part  of  the  fabric  of 
American  business  life. 

This  is  true  everywhere  in  the  U.S.,  but  it's  especially  true  in  New  York; 
New  York  is  where  the  overwhelming  majority  of  the  nation's  leading  cor- 
porations have  their  headquarters;  New  York  is  Wall  Street  and  New  York 
is  Madison  Avenue.  So  you  come  to  New  York,  say,  to  discuss  a  merger, 
and  you  want  to  size  up  the  other  guy  in  a  place  where  the  food  and  the 
service  won't  aggravate  you  so  much  you  can't  even  think  about  business. 
But  how  can  you  be  sure? 

Forbes  Magazine's  Restaurant  Guide  will  tell  you. 

We  decided  to  publish  the  Restaurant  Guide  because  of  the  reaction  to 
Malcolm  S.  Forbes'  occasional  comments  on  restaurants.  Every  time  he 
mentioned  a  restaurant,  we  received  a  flock  of  letters.  Do  you  know  of  a 

Forbes  Magazine's 

rMJ[T©OTBE 

place  in  Wall  Street?  Do  you  know  of  a  place  in  midtown  Manhattan? 

Forbes  Magazine's  Restaurant  Guide  is  designed  to  answer  questions 
like  this. 

It  will  be  published  52  times  a  year,  and  will  range  the  city.  Do  you 
have  a  date  with  a  shipping  executive  whose  offices  are  on  what  New 
Yorkers  call  the  North  River  (but  everyone  west  of  New  York  calls  the 
Hudson)?  The  Restaurant  Guide  will  tell  you  not  only  which  restaurants  to 
take  him  to,  but  which  restaurants  to  avoid. 

The  restaurant  reviewing  will  be  done  by  regular  members  of  the 
Forbes  staff,  not  by  outsiders  or  self-styled  experts.  Business  writers  report- 
ing on  gastronomy?  We  don't  see  why  not.  The  reviewers  have  been  espe- 
cially selected  from  among  staffers  who  have  traveled  widely  and  have  a 
demonstrated  interest  in  food  and  wine.  They  will  be  amateurs,  but  experi- 
enced amateurs.  In  fact,  we  think  this  will  be  one  of  the  unique  advan- 
tages of  Forbes  Magazine's  Guide.  It  will  not  be  written  by — or  for —  food 
cultists  or  wine  cultists.  Informed,  yes.  Esoteric,  no. 

Our  reviewers  will  approach  restaurant  evaluation  the  same  way  they 
approach  businesses:  in  a  spirit  of  tough,  honest  criticism.  We  won't  be 
awed  by  publicity  or  glamour.  If  the  menu  is  fancy  but  the  food  is  lousy, 
we'll  say  so.  If  the  captain  and  the  waiters  are  arrogant  to  casual  cus- 
tomers, we'll  say  so.  If  the  tables  are  so  close  that  a  private  conversation  is 
impossible  ,  we'll  say  that,  too.  And  you'll  know  exactly  what  it  cost  our 
reviewer,  including  tip,  before  he  got  out  the  door. 

And,  by  the  way,  we're  making  sure  that  the  restaurants  won't  know 
they're  serving  Forbes  restaurant  reviewers.  We're  going  way  out  of  our 
way  to  preserve  their  anonymity.  That  way  you'll  be  assured  that  what  we 
are  reviewing  is  the  same  food  and  service  that  any  customer  gets,  not  what 
the  management  saves  for  its  special  guests. 

The  Restaurant  Guide  will  rate  the  restaurants.  From  no  stars  to — 
perhaps — a  very  rare  four  stars.  Most  restaurants  in  New  York  don't  even 
rate  one  star,  and  we'll  say  so.  The  rating  will  be  based  on  food.  Decor 
and  service  can  lower  a  rating  but  never  raise  it. 

The  Guide  will  sell  for  $36  a  year,  but  charter  subscribers  can  get 
it  for  $24.  And  for  those  who  like  to  look  before  they  eat,  Forbes  offers 
four  issues  free  {see  p.  139).  We're  sure  that  anyone  who  sees  the  Guide 
will  call,  "Waiter,  waiter,  get  me  a  charter  subscription!"  ■ 


This  is  howTlie  Coca-Cola 
Company  looics  to  the  future. 


We  intend  for  Coca-Cola  to  stay  number  one  in 
consumer  preference.  With  an  exciting,  unifying  new  look 
designed  to  capture  fresh  consumer  awareness.  A  look 
you'll  eventually  see  on  everything  that  carries  advertising 
for  Coca-Cola. 

It's  a  look  to  the  future.  Designed  around  a  bold  new 
logomark.  The  focal  point  of  a  whole  new  communications 
stance  for  Coke.  Involving  not  only  a  new  look  but  a  new 
message: 

It's  the  real  thing.  Coke. 

An  advertising  theme  that  clearly  states  the  superiority 
of  Coca-Cola. 

Together,  this  new  look  and  idea  will  tell  the  world  that 
Coca-Cola  is,  and  will  continue  to  be,  the  pacesetter. 
The  leader  of  the  industry. 

How  does  the  future  look  to  The  Coca-Cola  Company? 
It  couldn't  look  better. 

It's  the  real  thing.  Coke. 


10 


"Coc«-Col«'  and    Coks"  ar«  r«gtsl»r«d  tfad«-marlt9  which  lOemity  the  same  oroduci  o»  The  Coca-Cola  Company 
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Would  you  invest  $1950°° 
in  a  business  of  your  own... 

//  you  could  expect  to  make 
$2,000  or  more  in  profits 
every  month? 


Would  you  be  interested  in  such 
a  business  right  now,  if  you  could 
be  certain  of  success  before  re- 
signing your  present  position  or 
giving  up  your  present  pay  check? 
If  your  answer  is  "yes"  send  your 
name  today  for  complete  details, 
mailed  free  to  your  home. 

By  Jerome  S.  Shaw,  Chairman  of  the  Board. 


Though  less  than  five  years  old,  our  company 
already  has  started  more  than  400  men  or 
women  or  man-and-wife  teams  in  one  of  the 
most  rapidly  growing  private  businesses  of 
the  decade.  It  is  a  business  which  you  can 
completely  own  and  control,  yet  have  the 
training,  the  financing,  and  the  continuing 
help  of  the  parent  company.  It  is  a  business  in 
which  you  make  profits  not  only  on  your  own 
etforts,  but  many  times  more  from  the  work 
of  others  whom  you  supervise. 

It  is  such  a  business  that  we  invite  ambi- 
tious men  to  consider.  With  a  spectacular 
record  of  response  in  many  areas  of  the 
United  States,  our  corporation  is  now  ready 
to  appoint  Pathway  Plan  Sales  Coordinators 
in  a  limited  number  of  additional  marketing 
areas.  Our  success  and  the  success  of  our  co- 
ordinators has  been  built  on  two  things — 
Product  and  Plan.  Both  are  unique. 

In  describing  just  one  of  our  products,  a 
highly  regarded  marketing  consultant  said: 

"Seldom  have  I  had  a  product  submitted 
which  so  completely  meets  the  require- 
ments for  instant  public  acceptance;  for 
tremendous  volume;  for  substantial  profit 
margin;  and  for  sustained  and  growing  re- 
peat business.  The  fact  that  S3  worth  of 
Haste' '  gives  the  housewife  the  equivalent 
of  about  S30  worth  of  products  she  now 
buys  from  the  supermarket,  makes  her  an 
eager  and  steady  customer.  The  fact  that  all 
your  products  are  used  up  and  bought  over 
and  over  gives  your  franchised  Sales  Co- 
ordinators a  growth  and  profit  potential 
found  in  very  few  other  non-food  products." 

All  the  Pathway  Products  are  the  result  of 
modern  technological  advances  in  the  re- 
search laboratory.  Based  on  Space-age  knowl- 
edge, they  were  designed  primarily  to  make 
household  chores  easier  for  the  housewife; 
secondly  to  make  demonstrations  so  dramatic 
that  the  housewife  who  witnesses  their  action 
cannot  resist  buying. 


The  second  factor  which  makes  possible  a 
profit  potential  of  $2,000  a  month  or  more  is 
the  Pathway  Plan.  No  Pathway  Product  is  to 
be  found  in  any  retail  store.  As  Sales  Co- 
ordinator in  your  area  you  may  have  from 
five  to  30  people  acting  as  your  distributors. 
Since  they  must  get  their  products  from  you 
as  Coordinator,  you  make  a  profit  on  every- 
thing they  sell. 

If  you  have  the  desire,  and  if  you  can 
qualify  for  one  of  the  areas  now  to  be  opened, 
you  will  receive  complete  training  in  all  facets 
of  the  operation  of  your  business.  You  will 
be  shown  how  to  hire  and  train  others,  how 
to  keep  records,  how  to  build  for  steady 
growth.  Experienced  members  of  the  head- 
quarters staff  will  work  with  you  in  making  a 
successful  start  and  then  will  be  available  for 
help  and  guidance  in  promoting  the  rapid 
expansion  of  your  business. 

The  Pathway  Plan  gives  you  many  of  the 
advantages  usually  found  only  in  a  costly 
franchise.  Yet  there  is  no  "franchise  fee"  and 
no  continuing  royalty 
to  pay  now  or  ever. 
You  will  see  that  your 
initial  investment  will 
be  rapidly  recovered 
through  product  inven- 
tory which  when  sold 
will  return  in  profits 
the  entire  cost  of  start- 
ing your  business.  Your 
total  investment  is 
$4950  but  for  respon- 
sible men  or  women, 
Pathway  will  arrange 
financing  for  as  much 
as  S3000,  so  that  your 
initial  cash  investment 
need  not  be  more  th;  > 
$1950. 

The  Pathway  Plan  i:, 
not  for  you  unless  you 
have  the  determination 
to  become  personally  and 


financially  independent  in  a  business  of  your 
own.  To  learn  more,  without  obligation,  mere- 
5'  send  your  name. 

We  will  be  glad  to  mail  complete  informa- 
tion free  and  with  no  obligation.  Read  the 
facts  in  the  privacy  of  your  home.  Discuss 
the  opportunity  with  other  members  of  your 
family.  Then,  if  you  are  interested  in  learning 
more  about  one  of  the  areas  now  available, 
we  will  arrange  for  a  personal  interview  dur- 
ing which  we  will  reveal  every  detail  of  the 
Pathway  Plan  and  acquaint  you  with  every 
unique  Product  in  the  Pathway  Line.  Based 
on  what  you  learn,  you  can  then  decide 
whether  you  wish  to  apply  for  appointment 
as  a  Sales  Coordinator. 

Asking  for  this  information  does  not  obli- 
gate you  in  any  way.  Merely  mail  the  "Re- 
quest for  Information"  printed  below.  But  do 
not  delay  as  the  areas  which  are  now  open 
for  n&w  Coordinators  may  be  closed  within 
the  next  few  weeks.  Delay  of  even  a  few  days 
might  deprive  you  of  this  opportunity. 


Executive  offices  and 
National  Training  Center, 
Verona,  N.J. 


PATHWAY  PRODUCTS  CORPORATION 

60  Pompton  Ave.,  Dept.  0-B51  Verona,  N.J.  07044 


PATHWAY  PRODUCTS  CORPORATION,  Dept.  0-B5I 
60  Pompton  Ave.,  Verona,  N.  J.  07044 

Gentlemen:  [  am  interested  in  receiving  more  information  on  the 
Pathway  Plan  and  Products.  Please  Mail  complete  details  without 
obligation.  No  salesman  is  to  call  on  nic,  but  after  reading,  I  will  let 
you  know  if  I  wish  to  discuss  the  potential  in  my  area  with  a  com- 
pany executive.  If  1  do  decide  to  apply  for  appointment  as  Sales 
Coordinator,  I  can  make  an  investment  of  $1950.  If  I  do  apply  I 
will    vant  to  be  considered  for... 


(Name  of  Town)_ 


Name. 


Address. 


City_ 


State  &  Zip_ 


-^ 
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The  boat  on  the  left  is 
riding  on  water. 

^  The  boat  on  the  right 
is  riding  on  Polyox. 

When  Union  Carbide's  Polyox  resin  is 
pumped  out  the  bow  of  a  boat,  friction 
resistance  between  the  water  and  boat  is 
greatly  reduced. 

And  the  boat  blurs  ahead  at  record 
speed.  With  less  than  record  effort. 

It  works  so  well,  as  a  matter  of  fact, 
international  yachting  and  rowing  com- 
petition rules  politely  call  Polyox  only 
one  thing.  Patently  illegal.  Totally  con- 
trary to  purity  of  sport  and  all  that. 

On  the  other  hand,  Polyox  is  the  latest 
wrinkle  in  maritime  technology.  The 
newest  way  to  get  bursts  of  speed  out  of 
ships  like  ice  breakers  and  rescue  boats. 
Maybe  the  best  way. 

We're  looking  in  a  thousand  different 
Polyox  directions  at  once. 

How  about  the  "slippery  water"  theory 
for  getting  water  into  a  burning  house 
faster? 

.  Or  pushing  concrete  up  a  hose  that's 
12  floors  high?  Or  pumping  more  water 
through  an  irrigation  system? 

Or  making  a  two-foot  sewer  pipe  do 
the  work  of  a  three-foot  pipe? 

Or..? 

Polyox  resin  is  one  discovery  on  the 
verge  of  becoming  10,000  discoveries. 


.    UNION 
CARBIDE 


THE  DISCOVERY  COMPANY 


What  we  make  today 
makes  tomorrow  possible 


As  we  consume  our  habitable  land,  technology  will 
reach  out  to  create  ideal  man-made  environments. 
Self-sufficient  domed  cities  may  rise  from  our  vast 
deserts.  And  when  they  do,  Engelhard  Minerals  & 
Chemicals  will  be  there  with  products  of  gold,  silver 
and  platinum;  ferrous  and  non-ferrous  ores;  minerals 
and  chemicals.  Including  flat  corrugated  steel  for 
buildings.  Special  platinum  thermocouples  to  con- 
trol the  melting  of  plastic  construction  materials.  At- 


tapulgus  clay  for  conditioning  the  soil.  Steel  piping  to 
carry  water.  Silver  alloy  contacts  and  thermostatic 
bi-metais  for  controlling  electrical  circuits.  Kaolin 
clays  to  reinforce  the  coating  on  high  voltage  cables. 
Precision  form-rolled  superalloys  for  jet  engine  parts. 
Construction  stone  and  lime  to  stabilize  roads.  And 
much  more. 

All  are  available  worldwide,  in  forms  that  make 
today  profitable,  tomorrow  possible. 


MINERALS  S  CHEMICALS  CORPORATION 

113  Astor  Street,  Newark,  New  Jersey  07114 
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BUSINESS 


The  British  Aren't  Coming 

Britain  s  big  International  Com- 
puters Limited  announced  last 
month  its  first  order  for  a  ma- 
chine to  be  installed  in  the  U.S. 
But  that  doesn't  mean  the  begin- 
ning of  a  British  EDP  invasion. 
ICL  claims  it  wanted  the  1902 A 
computer  it  sold  to  Barclays  Bank 
in  New  York  to  serve  as  a  work- 
ing exhibit  for  U.S.  businessmen 
who  might  order  ICL  computers 
for  their  own  foreign  subsidiaries. 
The  world's  second-largest  com- 
puter supplier  (after  IBM)  outside 
the  L^  S.,  ICL  has  already  made 
installations  in  Britain,  Africa  and 
the  West  Indies  for  such  U.  S.  com- 
panies as  CM,  Chr\sler  and  Tex- 
aco. It  reasons  that  a  full-scale  in- 
\  asion  would  be  too  costK .  Besides, 
the  market  in  the  countries  in  which 
it  does  business  is  now  growing  at 
a  healthv  2-5?  a  vear. 
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CHANGE  OF  ADDRESS 

If  you  plan  to  move,  let  us  know 
a  month  before  so  we  can  change 
your  address  and  keep  FORBES 
coming  to  you.  Attach  a  recent 
mailing  label  and  fill  out  your  new 
address  in  the  space  provided 
below. 


ATTACH  PRESENT 

MAILING  LABEL 

HERE 


New  Address: 


Name 


Address 


City 


State 


Zip 


Mail  to: 

Subscription  Service  Manager 

FORBES 

60  Fifth  Avenue 

New  York,  New  York  10011 


Plug  the  Brain  Drain— with  Money 

Canada's  Province  of  Quebec, 
worried  by  the  departure  of  its  ed- 
ucated youth  for  more  prosperous 
areas,  has  a  plan.  It  wants  to  at- 
tract high-technology  industry 
(electronics,  chemicals,  aerospace, 
machinery).  To  get  it,  Quebec  will 
subsidize  20?  of  the  first  $10  million 
cost  of  new  plants  and  10%  over 
that — up  to  a  maximum  subsidy 
of  $.5  million.  There's  an  interest- 
ing string  attached:  The  beneficiary 
must  agree  that  within  three  years 
it  will  hire  one  Quebec  college 
graduate  for  ever\  $.50,000  it  re- 
ceived in  subsidy. 

More  Than  Icing 

When  Texas  Gulf  Sulphur  hit 
its  rich  Timmins  (Ontario)  zinc, 
lead,  copper  and  silver  find,  it 
was  regarded  as  icing  on  a  rich 
cake.  Now,  with  sulphur  prices 
way  down,  TG  stockholders  can 
thank  Timmins  for  holding  TG's 
drop  in  third-quarter  earnings  to 
13i?,  probably  the  lowest  drop  in 
the  industry. 

Running  Scared 

Business  is  looking  for  some- 
where to  hide.  Fifty  businessmen 
from  major  California  corporations 
came  to  a  Los  Angeles  symposium 
last  month,  ostensibly  to  learn  how 
to  prepare  for  tlie  threats  of  nu- 
clear attack  and  natural  disaster; 
i)ut  foremost  in  their  minds  was 
the  protection  of  their  vital  records 
from  the  ravages  of  rioters.  "The 
No.  One  target  of  rioters  is  de- 
struction of  corporate  records," 
they  were  told.  The  symposium's 
suggestion?  Go  underground  with 
files,  computer  tapes,  etc.  Not  sur- 
prisingly, Bekins  Co. — which  hap- 
pens to  own  a  subterranean  vault 
— sponsored  the  symposium. 

Computer  Preference 

Members  of  the  class  of  1969  at 
Dartmouth's  Tuck  School  of  Busi- 
ness Administration  enjoyed  one  of 
the  biggest  jumps  ever  in  average 
starting  salarv  over  the  previous 
year's  figuxe-^16.5%,  to  $13,400— 
of  any  MBA  graduating  class.  A 
major  factor  in  the  gain,  according 
to  Tuck  School  Dean  John  W.  Hen- 
nessy  Jr.,  was  knowledge  of  the 
computer:  Employers  liked  the 
computer-using  and  analytical 
skills  that  all  Tuck  School  students 
are  required  to  learn. 

Touring  in  Style 

There's  a  U.S.  market  for  1,500 
"grand  luxury  touring  cars"  a  year, 
says  David  Brown  Jr.,  chief  execu- 


(LIMITED  OFFER  -  FOR  THE  "OVER-SO"  SET) 

Enjoy  a  Wonderful  Vacation  in  a 
My  Aparttnenf  il^^ 
at  Bdaufibl...     ^J^ 

Sun  City 

ARIZONA  •CALIFORNIA  •FLORIDA 

America's  Most  Famous  Resort-Retirement  Communities 

N7$7C 

only  I  el 


FOR  ONE  WEEK! 

SEPT.    16    THROUGH    MAY    31 

FOR  TWO  PEOPLE 


Treat  yourself  to  a  fabulous  week  of  fun! 
Enjoy  a  King's  ransom  in  resort  facilities 
in  one  of  three  popular  vacation  areas. 


'♦^' 


Introductory  Offer!  Sample  resort 
living  at  its  finest  —  see  the 
million-dollar  resort  facilities. 
Meet  the  warm  and  friendly  Sun 
Citizens  —  see  their  healthful, 
happy  way  of  living.  How.'  Enjoy 
a  wonderful  vacation  for  two, 
complete  with  lovely,  furnished, 
air-conditioned  apartment  —  only 
$75  for  one  week,  Sept.  16 
through  May  31.  One  condition: 
you  or  your  companion  must  be 
over  50  years  of  age. 

Free  Guest  Activities  Card!  Your 
passport  to  pleasure — swimming, 
golf,  shuffleboard,  lawn  bowling, 
bridge,  dancing,  arts  and  craft 
centers  —  yours  to  enjoy  free! 
Bask  in  the  warm  sun  or  just  loaf. 
Be  a  Sun  Citizen  for  a  week.  Dis- 
cover what  they  enjoy  every  week, 
for  only  $20  a  year  , 

Play  Two  Golf  Games  Free!  All  Sun 
Cities  boast  beautiful  18-hole 
championship  golf  courses  located 
at  your  door.  Two  free  games 
are  included  in  your  vacation 
week  —  one  per  person.  Sun  Citi- 
zens have  the  advantage,  though 
—  they  can  play  golf  every  day 
all  year  long  for  less  than  50<!  a 
round  —  annual  basis. 

Your  Choice  of  Three  Beautiful  Lo- 
cations! Sun  City,  Arizona  ...  in 
the  famed  Valley  of  the  Sun,  12 
miles  from  Phoenix.  Sun  City,  Florida  ...  on  the 
picturesque  Sun  Coast  17  miles  from  Tampa,  only 
ten  minutes  from  the  bay.  And  Sun  City,  California 
...  25  miles  south  of  Riverside  in  the  midst  of 
Southern  California's  vacation  playground. 

Act  Now  and  Avoid  Disappointment !  Reservations  filled 
on  a  "first  come,  first  served"  basis  so  send  coupon 
today!  Enclose  deposit  in  full  amount  ($75  Sept. 
16  through  May  31,  $50  June  1  through  Sept.  15), 
or  send  for  reservation  application  and  full  color 
brochure.  Offer  limited  to  availabilities.  No  reser- 
vations confirmed  without  deposit  in  full  — 
prompt  refund  if  no  space. 


MML  THIS  COUPON  TODAY! 


DEL   WEBB   CORP.    Dept.    FO-10 

P.  0.  Box  13702,  Phoenix,  Arizona  85002 


D 


D 


Here's  my  check  for  $ 

apartment     in     Sun 


City: 


Q  Arizona  D  Cahtornia  Q  Florida 
for  7  days,  to  begin  (date) 


Reserve 
(check     one) 


(Start  any  day  of  the  week.) 

Send   complete    Information    about   Sun    City: 
(check  one)  □  Arizona  Q  California 
Q  Florida  ...  no  obligation. 


NAME. 


ADDRESS- 
CITY 


-STATE - 


-ZIP- 


n 


i-B   CcL  E.  W'tBe    Corporation    B-1 
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From  a  spotless  Milwaukee  delivery  room,  Brian  moves  to  an  outer 
world  where  cleanliness  is  a  way  of  life. 

Sure,  Milwaukee  is  an  industrial  city.  All  the  more  reason  why  our 
people  demand  that  we  keep  it  well-scrubbed,  not  just  the  streets,  but 
the  civic  character.  That's  why  our  crime  rate  is  much  lower  than  other 
cities.  That's  why  100  women  were  able  to  organize  our  entire  com- 
munity and  come  up  with  the  first  place  award  in  the  1968  National 
Beautification  Contest. 

Cleanliness  is  our  heritage  — the  legacy  of  a  century  of  civic  pride. 

Milwaukee  still  cares,  and  it  shows. 

But  what's  on  the  surface  is  really  dwarfed  by  what's  beneath.  Nine- 
tenths  of  Milwaukee's  beauty  is  the  attitude  of  its  citizens. 

Perfect  for  your  expanding  plant.  Perfect  for  your  people. 

Find  out  more  by  writing:    DIVISION   OF    ECONOMIC   DEVELOP- 
MENT DEPARTMENT  OF  CITY  DEVELOPMENT  CITY  HALL 
—ROOM  FBS1-70,  MILWAUKEE,  WISCONSIN  53202. 

Milwaukee:  a  beautiful  way  of  life. 
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tive  of  David  Frown  Corp.,  o;ie  of  j 
Britain's  largest  engineering  com- 
panies. By  that,  Brown  means  a 
^^olls-Royce,  Ferrari,  Maserati, 
Lamborghini  or,  best  of  all,  Aston 
Martin,  which  Brown's  company 
makes.  Brown  has  been  busy 
checking  on  his  parts-and-service 
operation  and  dedicating  the  first 
U.S.  showroom,  which  opened  in 
Manhattan  last  month.  He  hopes  to 
raise  sales  from  75  for  1968-69  to 
some  300  in  1971.  Price?  The 
green  coupe  now  at  the  showroom 
goes,  complete  with  ivory  lambs- 
wool  interior,  for  just  $19,000. 

On  fhe  Boffom 

A  new  type  of  reservoir  lining — 
nylon-reinforced  butyl-rubber  sheet- 
ing— may  one  day  play  a  large  role 
in  the  irrigation  plans  of  water- 
poor  countries.  Less  than  a  third 
as  costly  as  traditional  concrete 
linings  and  much  easier  to  install, 
the  nylon-reinforced  lining  has  its 
greatest  potential  in  areas  like  the 
Pacific  Islands,  where  the  unstable 
volcanic  soil  makes  cement  instal- 
lation impractical.  Developed  by 
textile  producer  J.  P.  Stevens,  the 
nylon  reinforcing  gives  as  the  soil 
beneath  shifts,  without  bursting 
under  the  weight  of  tremendous 
water  pressures.  In  its  first  major 
installation — Hawaii's  Kualapuu 
Reservoir — the  sheeting  has  been 
used  to  line  a  56-foot-deep  reser- 
voir serving  the  $10-million  Molo- 
kai  irrigation  project. 

Hands  Off 

European  retailers  are  worried 
enough  about  the  increase  in  shop- 
lifting— it  has  been  growing  in 
West  Germany,  for  example,  by 
some  20%  a  year — to  have  sched- 
uled an  international  conference 
on  the  subject  for  late  February, 
in  Dusseldorf.  The  best  time 
to  guard  against  shoplifting,  the 
organizers  of  the  conference  sug- 
gest, is  in  the  architectural  plan- 
ning of  the  store.  Among  the  sug- 
gestions: A  store  should  not  have 
supporting  columns,  because  they 
prevent  the  manager  and  cashiers 
from  having  an  unobstructed  view; 
store  layout  should  locate  theft- 
prone  articles  in  areas  that  get 
constant  supervision;,  and  it  is  even 
possible  to  use  dummy  packages 
from  behind  which  employees  can 
watch  the  customers  through  ob- 
servation slits.   ■ 
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f  you're  a  2-car 


•II  • 


Why  tie  up  ^4,000,^5,00 
br  more  in  automobiles 

/vhen  you  can  lease  from  Chevway  and 
<eep  the  cash  for  spending  or  investing! 


Now  there's  a  better  way  for  you  to  get  the  new 
:aryou  want. 

A  way  that  doesn't  force  you  to  tie  up  a  big  chunk 
Df  your  money  for  two  or  three  years. 

Take  your  next  car  as  an  example 

You  could  go  out  and  buy  it. 

And  then,  say  two  years  from  now,  trade  it  in. 
When  its  resale  value  will  be  approximately  half. 

The  trouble  is— you  have  to  wait  to  get  that  half. 

During  the  two  years  you  drive  the  car,  you  can't 
touch  a  penny  of  it. 

You  can't  spend  it. 

You  can't  invest  it.  (In  fact,  it  earns  interest  for 
someone  else.) 

Which  brings  us  to  the  better  way  to  get  the  car 
of  your  choice.  The  unique  Chevway/Chevrolet  car 
leasing  plan. 

Revealing  booklet  is  yours  free 

Our  booklet,  "A  Factual  Look  at  Automobile 
-easing,"  is  yours  free  and  without  obligation. 

It  explains  how  the  Chevway  plan  can  free  your 
Tioney.  Perhaps  as  much  as  $2,000  or' more  per  car. 

How  Chevway  has  made  it  easier  than  ever  for 
/ou  to  lease  a  new  1970  Chevrolet  or  other  fine  car, 
/Vith  the  style,  color  and  accessories  you  want. 
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How  Chevway— and  only  Chevway— offers  you 
the  most  fantastic  auto  insurance  policy  ever.  One 
million  dollars  worth  of  coverage  for  about  what 
you're  paying  now. 

And  much  more. 

Even  if  you  only  had  one  car,  it  would  pay  you  to 
look  into  car  leasing. 

But  when  you're  tying  up  your  money  In  two 
cars,  our  free  booklet  can  be  twice  as  valuable. 
Send  for  it  today  by  mailing  the  coupon. 

CHEVWAY  ©(o)m[p(o)m/A\m(o)iii 

CHEVROLET  DEALERS  LEASING  / RENTAL  SYSTEM 


CHEVWAY  CORPORATION 

500  No.  Michigan  Ave.,  Chicago,  III.  60611 

Please  send  me  a  copy  of  your  new  booklet,  "A  Factual  Look 
at  Automobile  Leasing."  I  understand  there  is  no  obligation 
on  my  part. 

Name 

(please  print) 

Address- 


City- 


state 

CFO  4-1 


-Zip- 


.J 
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onfort  of  Colorado 
rides  herd  on 
the  finest  steaks 


s.^ 


■•^^ 


Every  step  of  the  way  .  . .  from  steer  to  Chateaubriand. 

Keeping  a  watchful  eye  on  the  quaUty  of  its  beef  has  made 
the  Monfort  of  Colorado  name  a  modern  legend  in  the 
American  meat  industry.  '™"**? 

Monfort  quatky  control  begins  with  the  selection  of  fine 
yearling  steers — more  than  250,000  each  year — to  be        s 
pampered  on  special  diets  of  hot  cornflakes  at  the  vast 
Monfort  "Spread"  on  the  high  plains  of  Colorado.  Monfort's 
watchdoggihg  never  quits  until  its  superbly  finished  beef 
is  vacuum  packaged  and  on  the  way  to  gourmet  restaurants, 
hotels,  airlines  and  supermarkets  around  the  world. 


For  four  decades  Monfort  has  pioneered  new  techniques  of 
cattle  feeding  and  packing.  The  result:  beef  i 
of   incomparable   flavor   and    tenderness. 


monJDPf 


Box  G.  Greeley,  Colorado  8063! 


READERS  SAY 


' 


Litton:   Cheers  and  Boos 


I 


Sir:  Congratulations  to  Forbes  on  yout 
Dec.  1  story  entitled,  "The  Shattered 
Image  of  Litton  Industries."  It  is  my 
belief  that  the  article  is  one  of  the  most 
astute  pieces  of  financial  reporting  ever 
written. 

In  particular,  Forbes  is  to  be  com- 
mended for  bringing  to  the  attention  of 
the  investor  Litton's  penchant  for  en- 
gaging in  "credit  card  accounting."  (The 
definition  of  "credit  card  accounting"  is 
the  inclusion  of  all  possible  income  today 
and  the  deferral  or  submersion  of  all 
possible  expenses  until  tomorrow.) 

— Ted   O'gloveJ 
Scheirraian,  Hochstin  &  Trotta 
New  York,  N.Y. 

Sir:    When   are  you   going   to   lay   off 
the   conglomerates?   [In]    your   latest   at- '. 
tack    ( smear )    on    Litton   Industries    you ' 
have    reached    a    new    low    in    slanting 
stories,  and  I  loathe  your  magazine. 

— Marie   Goodrum 
Los  Angeles,   Calif. 

Sir:  Who  is  your  hatchetman  who 
bludgeoned  Litton  so  unmercifully? 

— Chester  W.  Sawyer 
Arlington  Heights,  111.  ,  j 

Sir:  That's  what  I  like  about  Forbes. 
You  don't  just  buy  the  press  agent's  ver- 
sion of  the  companies  you  write  about. 
Your  account  of  what  lies  behind  the 
Litton  image  is  a  masterpiece. 

— Ronald  Rolfe 
Chicago,  111. 

Sir:  You're  disillusioned  because  Lit- 
ton turns  out  to  be  a  pragmatic  organi- 
zation, not  an  R&D  think  tank  .  .  .  sells 
hardware,  not  inventions.  If  "all  is 
gloomy"  when  record  sales  highlight 
growth  of  $3  million  to  $2  billion  in  15 
years — where  do  you  sign  up  for  a  little 
gloom! 

— J.  Robert  Burxs 

Director,   Defense   Systems, 

Arvin  Industries,  Inc. 

Columbus,   Ind. 

And  25  to  Go? 

Sir:  The  Dec.  1  "Side  Lines"  page 
states  the  following:  "This  is  the  last 
issue  but  one  for  Forbes  in  the  decade 
of  the  1960s."  I  am  of  the  opinion  that 
there  will  be  25  jnore  issues  of  Forbes 
in  the  decade  of  the  Sixties.  The  idea 
seems  to  be  prevalent  tliat  this  decade 
will  end  on  Dec.  31,  1969.  I  am  certain 
that  all  decades  and  centuries  must  end 
in  a  zero  year,  not  a  nine  year. 

— D.  Wade  Jared 
Barstow,   Calif. 

Accordinp,    to    Webster's    Third    New 
International   Dictionary  a  decade  is:   "a 
period  of  anij  ten  years  especially  a  ten- 
year  period  beginning  with  a  year  end- 
{Continued  on  page  226) 
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The  more 

you  know  about 

the  world 

you  live  in, 

the  more 

you  know  about 

what  we  do. 


This  is  a  Now  age.  And 
we're  doing  our  best  to  keep 
it  that  way. 

We're  the  Avco  Corporation. 
And  to  us,  Now  means 
many  things. 

Like  aerospace.  Our  Project 
Apollo  ablative  heat  shield, 
for  example.  Or  Minuteman 
re-entry  vehicles.  Or  Avco 
Lycoming  engines  for  heli- 
copters and  fixed-wing  aircraft. 

Now  also  means  involvement 
with  the  community  we  live  in. 
Avco's  Economic  Systems 
Corporation  operates  a 
successful  printing  plant  in 
the  Roxbury,  Massachusetts 
ghetto— hiring  so-called  unem- 
ployables  almost  exclusively. 

What  else  is  Now? 

Movies  like  "The  Graduate," 
"The  Lion  in  Winter,"  and 
"The  Producers."  Avco 
Embassy  Pictures  brought  them 
all  to  you. 

Modern  insurance  plans 
styled  for  today  are  Now.  And 


our  Paul  Revere  Life  Insurance 
is  among  the  nation's  leaders 
—both  in  group  and  personal 
policies. 

Personal  financial  services 
are  Now.  Avco  Delta  and 
Seaboard  Finance  offer  the 
best  there  are,  coast  to  coast. 

We  could  go  on . . .  and  on. 
About  Carte  Blanche  credit 
cards.  And  Avco  Broadcasting 
—both  radio  and  TV.  And  Avco 
New  Idea  farm  equipment. 

In  fact,  we're  in  no  fewer 
than  21  of  the  fields  Forbes 
recently  characterized  as  the 
technologies  on  the  threshold 
of  the  greatest  growth  during 
the  next  15  years. 

The  next  15  years— that's 
Tomorrow.  And  Tomorrow's 
where  we  set  our  sights. 

It's  the  only  way  we  know  to 
keep  on  being  Now. 


^^Sm 


Avco  Corporation 

1275  King  St.,  Greenwich,  Conn.  06830 

An  equal  opportunity  employer 
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How  systems  engineering 
can  produce 


a  tota 


plant  facility  system 


The  systems  engineer  regards  any 
facility  for  the  production  or  distri- 
bution of  goods  or  services  as  a 
total  process  which  uses  men,  ma- 
chines, material  and  money  to  per- 
form specific  functions.  Before 
concerning  himself  with  the  details 
of  design  and  construction,  he  ana- 
lyzes the  objectives  of  the  system 
as  well  as  the  methods  available  to 
attain  them.  On  the  basis  of  this 
analysis  he  recommends  the  best 
solution  to  the  problem.  The  result 
is  a  "Total  Plant  Facility  System." 

This  approach  offers  significant 
benefits  to  the  user  in  that  it  organ- 
izes data  in  a  way  that  presents 
decision  makers  a  clearer  idea  of 
the  choices  open  to  them  and  a 
better  method  of  measuring  results 


against  both  expectations  and 
objectives. 

The  Austin  Method,  a  concept 
which  integrates  and  coordinates  a 
full  range  of  consulting,  engineer- 
ing and  construction  services  with 
undivided  responsibility,  is  a  sys- 
tems approach  to  the  development 
of  solutions  to  plant  facility  prob- 
lems. The  approach,  based  on 
nearly  a  century  of  service  to  com- 
merce and  industry,  produces 
measurable  benefits  in  time,  effort 
and  money  for  Austin  clients, 

Austin  offers  seven  engineering- 
economic-consulting  services  in  its 
comprehensive  portfolio  of  serv- 
ices. They  are  an  important  initial 
step  in  a  systems  approach  to  es- 
tablishing objectives  and  require- 


ments of  the  total  facility.  These 
services  include: 

AUSTIN  ENGINEERING-ECONOMIC 
CONSULTING  SERVICES 

Facility  Analyses 
Feasibility  Studies 
Plant  Location  Surveys 
Site  Evaluation,  Selection 
and  Planning 

Land  Development  Planning 
Utility  Analyses 
Material  Handling  and 
Distribution  Studies 

Austin  offers  any  or  all  of  these 
services  in  addition  to  its  design, 
engineering  and  construction  serv- 
ices for  industrial,  commercial  and 
institutional  facilities.  For  further 
information,  please  write,  wire  or 
teletype:  The  Austin  Company, 
3650  Mayfield  Rd.,  Cleveland,  Ohio 
44121. 


THE  AUSTIN  COMPANY 

Designers  •  Engineers  •  Builders 


Construction  financing  available  at  this  time 
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'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


FORECAST  FOR  '70  AND  THE  '70s 


It's  a  whale  of  a  lot  easier  to  predict  Things  To  Come 
for  the  decade  ahead  than  for  the  year  ahead. 

Taking  the  easiest  first — the  Soaring  '70s  will. 

The  pestilence  of  pollution  and  inner  city  conflict  will 
consume  more  attention  and  money  than  will  war  or  wars. 
Our  too-plentiful  Plenty  will  continue  to  produce  more 
problems  than  those  produced  by  poverty  and  paucity. 

By  the  end  of  this  decade  the  four-day  work  week  will 
no  longer  be  notable  for  its  rarity. 

The  dollar  (and  other  currencies)  will  continue  to  be 
worth  less,  but  this  will  be  compensated  for  by  there  being 
more  dollars  in  more  hands.  . 

At  least  a  dozen  of  the  country's  biggest  companies 
will  be  gobbled  up  or  gone  with  the  wind. 

What  major  difficulties  will  be  unresolved  ten  years  from 
now?  Virtually  all  of  them.  Why?  Because  while  Darwin 
may  be  right  about  the  evolution  of  the  human  body,  the 
nature  of  us  beasts  changeth  not. 

a        e        o 

And  what's  ahead  during  the  year  ahead? 

To  borrow  a  pet  phrase  from  the  President,  one  of  two 
things: 

Either  we'll  have  a  recession 

or 

We  won't. 

Anyone  who's  positive  about  either  possibility  could  turn 
out  to  be  positively  wrong. 

I  and  you  could  list  a  dozen  portents  of  recession  result- 
ing from  the  Administration's  efforts  to  temper  inflation. 

But  in  the  past  two  months  we've  wined,  dined  and 


quizzed  the  CEOs  of  59  major  American  companies  and 
only  a  half  dozen  expect  things  for  their  companies  to  be 
less  good  in  1970  than  they  have  been  in  1969. 

Bill  Wearly,  the  extraordinarily  able  chairman  of  Inger- 
soll-Rand,  put  it  to  me  this  way: 

"As  time  goes  on,  I  am  trying  to  determine  whether 
the  business  optimism  I  now  feel  will  be  justified  by 
the  results.  Possibly  one  point  that  I  failed  to  ex- 
press would  bear  emphasis.  It  seems  to  me  that  the 
business  'recession'  that  may  occur  will  first  show 
up  as  an  erosion  of  profits  brought  about  by  un- 
precedented cost  increases,  rather  than  by  a  slow- 
down in  business  volume.  The  next  result  might 
be  a  retrenchment  in  capital  expansion  brought 
about  simply  by  a  lack  of  funds  to  finance  the  ex- 
pansion. 

Normally,   we  have  expected  'recessions'  to  start 
with  a  serious  decline  of  new  orders.  In  this  case  we 
may  be  observing  a  new  phenomenon." 
The  prevalence  of  individual  coiporate  optimism  is  of 
course   reflected   in   the   increased   capital   spending  pro- 
jected for  this  year  (see  the  following  editorial). 

It's  the  darndest  forecasting  situation  I've  ever  ob- 
served. Many  see  problems  ahead — for  the  other  guy. 
Most  see  the  possibility  of  a  "valley"  in  the  months  ahead. 
But  almost  everyone  sees  across  the  valley,  if  he  sees 
one  at  all,  and  is  planning  and  budgeting  and  spending 
accordingly. 

Before  the  year  has  run  its  course,  I  think  more  will  have 
walked  in  that  valley  than  now  expect  to. 
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NOT  BEDROCK 


Many  of  those  who  think  the  economic  boom  will  con- 
tinue in  spite  of  the  Administration's  anti-inflation  fight 
base  their  prognostications  in  part  on  a  continuing  rise  in 
capital  spending  by  business. 

A  staunchless  reed. 

True,  business  leaders  blueprint  capital  expenditures  for 
some  time  ahead,  and  most  have  long  been  reporting  ever 
greater  capital  spending. 

Second  looks,  however,  have  lately  led  to  a  scaling  down 
of  some  such  estimates. 

It  takes  only  a  short  meeting  for  any  corporation's  chief 
executive  officer  to  hold  up  or  even  to  kibosh  these  multi- 


million-dollar commitments. 

The  fantastic  rise,  in  building  costs  in  itself  is  slowing 
the  tempo. 

The  enormous  interest  cost  of  money  for  such  capital 
spending  is  heavy. 

Sales  of  automobiles  and  -other  capital  items  are  waver- 
ing a  bit. 

A  squeeze  on  profits,  puts  pressure  on  postponable  ex- 
penditures as  a  means  of  hypoing  present  earnings. 

No,  corporate  predictions  of  greater  capital  spending 
provide  no  bedrock  on  which  to  base  a  bullish  forecast  at 
moments  of  some  uncertainty. 


IN  THE  FIRST 

The  first  year  of  the  Nixon  Administration  has  gone  very 
fast. 

While  there  are  relatively  few  specific  legislative  ac- 
complishments to  claim,  there  have  been  some  most  im- 
portant Happenings. 

The  greatest  legislative  milestone  has  been  the  enact- 
ment of  the  draft  lottery  and  its  immediate  implementa- 
tion. It's  ironic  that  so  many  of  the  vocal  young  seem  to 
have  no  use  for  Nixon,  yet  this  President,  by  draft  reform, 
has  done  most  to  restore  fair  treatment  to  American  youth. 

The  President  seems  to  be  making  some  progress  in  re- 
ducing the  vast  American  manpower  commitment  in 
Vietnam. 

The  Administration  has  been  fimn  in  its  concerted  efforts 


YEAR  OF  NIXON 

to  fight  inflation. 

It's  the  next  12  months,  though,  that  will  tell  the  tale. 

Will  we  be  largely  out  of  our  manpower  commitments 
in  Southeast  Asia? 

Will  Mr.  Nixon  be  able  to  accomplish  the  intensely  dif- 
ficult feat  of  curbing  inflation  with  a  recession  that  doesn't 
get  out  of  hand  politically  or  economically? 

Will  the  Nixon  Administration  have  the  will  and  the 
means  to  move  effectively  against  pollution  and  toward 
diminution  of  rising  inner-city  tensions? 

Will  the  President  be  able  to  ease  the  growing  critical 
housing  shortage  and  suburban  transportation  mess? 

God  willing,  we'll  all  be  tuned  in  for  whatever  answers 
may  be  forthcoming  in  the  next  12  months. 


OUTRANKED 


At  a  recent  panel  of  military  surgeons.  Army  General 
Thomas  J.  Whalen  pointed  out  that  medical  progress  had 
complicated  the  problem  for  doctors  in  deciding  which 
wounded  might  live  or  die  or  have  limbs  saved  or  ampu- 
tated. Helicopter-swift  evacuation  of  the  gravely  wounded 
from  the  battlefield   to  the  hospital  makes  it   tough   for 


surgeons  to  figure  instantly  who  can  be  saved  and  who  is 
beyond  help.  So,  too,  with  decisions  to  amputate.  Most 
limbs  can  now  be  saved,  but  occasionally  the  attempt  to 
do  so  in  extreme  cases  can  result  in  a  fatality. 

In   other   words,   no    matter   how   many   stars   on   the 
shoulder  of  the  surgeon.  The  Lord  is  still  in  charge. 


TOO  MANY  DON'T  BELIEVE  IT 


All  too  often  we  loosely  say  of  a  man  doing  a  good  job 
that  he  is  "indispensable." 

A  flattering  canard,  as  so  many  disillusioned  retired  and 
fired  have  discovered  when  the  world  seems  to  keep  on 
turning  without  them. 

In  business,  a  man  can  come  nearest  to  indispensability 
by  being  dispensable  in  his  present  job.  How  can  a  man 
move  up  to  new  responsibilities  if  he  is  the  only  one  able 
to  handle  his  present  tasks?  It  matters  not  how  small  or 
large  the  job  you  now  have,  if  you  have  trained  no  one 
to  do  it  as  well,  you're  not  available;  you've  made  your 
promotion  difficult  if  not  impossible. 

You  may  think  you've  made  yourself  unfirable,  whereas 


in  reality  you've  made  yourself  unpromotable. 

I  can  see  the  heads  of  all  you  Nabobs  bobbing  in  agree- 
ment. 

I  wonder,  though,  how  many  of  you  can  honestly  say 
you  have  at  least  one  man  able  to  step  into  your  shoes  and 
do  your  job  as  well  or  possibly  better?  Try  asking  today 
each  of  the  men  who  repoit  to  \'ou  for  the  names  of  the 
men  under  them  qualified  this  very  moment  to  take  their 
job.  On  their  answers  you  can  judge  their  promotability. 

Dispensability  precedes  indispensability. 

A  CONTRADICTION  IN  TERMS 


Mini  skirt  under  maxi  coat. 


—Malcolm  S.  Forbes, 

Editor-in-Chief 


Forbes 


o  Much  of  a  Good  Thing 
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As  the  Seventies  begin,  Forbes— in  its  22nd  Annua/  Report— takes  the  measure 
of  corporate  performance  during  the  last  half  of  the  Sixties.  It  was  a  period  of 
too  much  prosperity,  bewildering  change  and  a  tough  test  for  management. 


It  LstiD  TO  HE  that  e\eiv  time  oiu*  of 
the  economic  indicators  traced  a  down- 
ward s(|uiggle.  the  stock  market  would 
tflke  a  nasty  tunil)le.  It  works  the  other 
way  now;  if  the  economic  indicators 
get  sfron<i.  the  market  turns  weak.  It's 
a  sign  of  the  times.  Recessions  used  to 
be  what  the  stock  market  was  afraid 
of.  \ow  inflation  is  the  chief  worry— 
inffation  and  the  economic  medicine 
prescribed  to  cure  it. 

Shift  the  scene  for  a  moment,  Co 
back  a  decade,  to  tlie  earlv  days  of  tlie 
Kennedy  Administration.  The  nation 
was  in  the  throes  of  its  fourth  reces- 
sion since  World  War  II.  John  Kenneth 
Galhraith,  one  of  Kennedy's  top  eco- 
nomic soothsayers,  describes  the  scene 
in  his  newest  book.  Ambassador's  Jour- 
nal: "This  morning  [Mar.  18,  1961]  we 
had  a  long  re\iew  of  the  economic  sit- 


uation at  the  White  House.  Unemploy- 
ment is  dangerously  high;  it  promises 
to  remain  so." 

To  Kennedy  and  his  adyisers,  the 
job  at  hand  was  to  eliminate  unem- 
pIo\ment  and  produce  a  steadily  rising 
economy.  They  weren't  worried  much 
about  inflation;  their  goal  was  a  reces- 
sion-free economy. 

When  the  Ni.xon  Administration  took 
o\er  last  year  they  found  the  opposite: 
Unemployment  was  no  longer  the  dan- 
ger. For  practical  purposes  it  was  non- 
existent for  trained  people.  This, 
coupled  with  a  growing  belief  that 
goods  and  property  of  any  sort  were 
better  holdings  than  currency,  was 
sending  prices  and  wage  demands  soar- 
ing. It  had  to  be  stopped.  There  are  all 
kinds  of  ideas  on  how  to  deal  with  in- 
flation, but  the  Nixon  Administration 


has  found  that  tight  money  is  the  han- 
diest and  easiest  to  apply.  It  sent  inter- 
est rates  to  levels  that  would  have  been 
luibclieyable  to  the  Kennedy  adyisers 
of  a  decade  ago.  One  casualty  was 
homebuilding,  which  couldn't  compete 
with  other  borrow  ers. 

It  was  simply  a  case  of  too  much  of 
a  good  thing.  Out  of  the  Kennedy  Ad- 
ministration's deliberations  in  the  early 
Sixties  came  decisions  to  cut  income 
taxes  and  giye  businessmen  a  tax  credit 
for  capital  expenditures.  Both  started 
the  economy  soaring  upward.  Then 
came  the  escalation  of  the  fighting  in 
\'ietnam,  which  added  more  fuel  to  the 
inflation.  But  what  kept  it  going,  at  a 
faster  and  faster  pace,  was  that  the 
nation's  economic  psychology  changed. 
The  Unking  fear  of  recessions  that  had 
kept  borrowing  and  spending  in  check 


during  the  Fifties  disappeared.  Con- 
sumers and  businessmen  pulled  out  all 
the  stops,  as  the  charts  on  the  follow- 
ing pages  show.  The  change  in  psy- 
chology was  so  complete  that  even 
when  taxes  were  raised  again  and  the 
business  tax  credit  was  repealed  to- 
ward the  end  of  the  decade,  the  infla- 
tion kept  right  on  spiraling. 

Such  were  the  ironies  of  the  Sixties. 


They  started  with  talk  of  the  "Soaring 
Sixties"  in  the  stock  market,  but  also 
with  worries  that  recessions  would  in- 
terrupt the  soaring.  They  ended  with  a 
soggy  stock  market  and  a  combination -• 
of  fears  about  inflation  and  about  the 
possible  after-effects  of  the  Nixon  pre- 
scription for  a  cure. 

If  all  this  proved  anything  about  in- 
flation, it  was  this:  It  is  not  necessarily 


good  for  the  stock  market.  The  EjJI 
ended  the  decade  only  about  20? 
higher  than  it  started  it;  it  didn't  even 
keep  up  with  the  rise  in  the  cost'  of 
living,  which  \\ent  up  about  25%  over 
the  ten  years.  The  S&P's  500  (see 
chart)  rose  only  one-third  as  fast  as  it- 
did  in  the  1950s. 

It  was  all  a  little  sad.  Here  we  had 
at  la!it  achieved  a  seemingly  recession- 
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During  the  Fifties,  the  econoniy  and  corporate  profits 
trended  generally  upwards,  but  with  enough  dips  to  keep 
businessmen  and  consumers  wary. 


During  the  Sixties,  however,  things  went  almost  straight 
up  and  a  whole  generation  forgot  what  caution  meant. 
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tree  society  only  to  find  that  we  were 
paying  for  it  with  an  inflation  that 
, could  be  sociallv  more  dangerous  than 
a  recession  or  two.  We  were  findin" 
that,  rich  as  the  U.S.  is,  it  isn't  rich 
erjDugh  to  do  all  the  things  that  need 
doing  without  a  pinch.  Thus  \'ietnam 
wasn't  the  onl\-  setback  to  .American 
pride  in  the  1960s. 

Through  it  all,  some  companies  con- 


tinued to  grow,  seizing  opportunities 
where  others  saw  only  problems,  turn- 
ing change  to  their  advantage.  Other 
companies  stagnated,  which  meant,  in 
an  inflationary  situation,  that  they  lost 
ground  for  themselves  and  for  their 
stockholders.  Still  others  were  so  in- 
adecjuate  in  a  fast-shifting  situation  like 
the  Si.Kties  that  they  disappeared  from 
sight.  Many  fell  prey  to  an  aggressive 


new  breed  of  entrepreneurs  who  took 
advantage  of  others'  inadequacies,  plus 
flexible  accounting  rules,  to  amass  vast 
conglomerate  empires. 

The  whole  story  is  in  the  figures  in 
this  issue:  the  story  of  which  manage- 
ments coped  and  which  managements 
copped  out  in  one  of  the  most  per- 
plexing and  yet  dynamic  periods  in 
recent  American  historv.  ■ 


T'le  combined  pressures  of  consumer  spending,  busi- 
ess  spending  and  the  Vietnam  War  sent  interest  rates 
and  prices  soaring. 
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And  the  nation  learned  that  prosperity  has  its  dangers- 
inflationary  dangers— no  less  than  recession.  Reflecting 
this  mood  of  dampened  optimism,  the  stock  market  rose 
far  more  slowly  in  the  Sixties  than  it  did  in  the  Fifties. 
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The  Top  Ten 


United  States  Steel  Corp.  makes  a  very  big  profit  — 
approximately  $200  million.  Yet  you  can't  call  U.S.  Steel 
a  highly  profitable  company.  It  took  $5  billion  in  in- 
vested capital  to  produce  that  profit:  Big  Steel  earned  a 
return  of  just  about  6%  on  its  stockholders'  equity  last 
year,  just  about  half  the  average  for  U.S.  companies. 

Coca-Cola  netted  $121  million,  much  less  than  U.S. 
Steel,  yet  Coke  is  a  highly  profitable  company.  Why? 
Coke  earned  its  profit  on  a  total  capital  of  less  than 
$500  million;  its  return  on  equity  was  27%. 

Profitability,  then,  isn't  measured  by  how  much  money 
a  company  makes.  It  is  measured  by  how  efficiently  it 
uses  its  capital,  by  how  big  a  return  it  nets  on  its  assets. 

On  the  following  pages  the  editors  of  FORBES  list 
the  ten  best  Profitability  showings  among  the  575  com- 
panies included  in  this  Annual  Report  on  American  In- 
dustry. These  ten  companies  all  were  high  in  five-year 
average  return  on  equity.  But  they  had  to  show  some 
other  strengths,  too.  Lack  of  superior  earnings-per- 
share  growth  kept  Gillette  and  Smith  Kline  &  French  out 
of  the  top  ten.  Sharply  lower  returns  in  the  latest  12 


months  eliminated  "Automatic"  Sprinkler  and  Delta  Air- 
lines. Still  others,  among  them  Melville  Shoe  and  E.  F. 
MacDonald,  were  bumped  because  they  achieved  their  , 
high  returns  largely  through  leverage;  their  return  on 
capital  was  much  lower  than  their  return  on  equity. 

From  the  composition  of  the  ten,  certain  interesting 
facts  emerge.  One  is  that  most  of  these  companies  are 
middle-sized,  between  $400  million  and  $1  billion  in 
sales;  only  Eastman  Kodak  is  a  multibillion  dollar  com- 
pany. The  simple  fact  is  that  a  giant  company  is  hard 
put  to  invest  its  assets  as  profitably  as  a  smaller  one. 

Another  fact:  These  companies  are  not,  generally 
speaking,  highly  diversified.  They  have  tended  to  stick 
to  one  line  of  business  and  have  become  masters  at  it. 

Finally,  and  perhaps  most  significantly,  nearly  all  are 
what  could  be  called  Consumerists.  That  is— with  two 
exceptions,  Xerox  and  Merck— they  deal  mostly  with  the 
public.  They  are  the  master  marketers  of  our  time.  In 
this  age  of  consumerism,  clearly,  the  company  that  can 
attract  and  please  the  consumer  is  the  company  that 
gets  the  giant  rewards. 


Avon  Products:  Beautiful  Simplicity 


Research,  you  say,  successful  re- 
search into  new  products,  is  the  key 
to  high  profitability.  Come  out  first 
with  a  new  product  and  by  the  time 
the  other  fellow  matches  you,  you're 
on  with  something  new.  Well  then, 
how  do  you  account  for  the  fact  that 
Avon  Products  year  after  year  scores 
near  the  top  in  profitability?  Its  re- 
search—if you  can  call  it  that— is 
minimal.  Many  of  its  products  go 
way  back  to  when  women  first  dis- 
covered that  men  were  interested  in 
more  than  just  their  cooking. 

Avon  nets  42%  on  its  stockhold- 
ers' money,  nearly  four  times  as 
much  as  the  typical  U.S.  corpora- 


tion. The  stock  market  puts  a  price 
of  close  to  $5  billion  on  the  com- 
pany—practically as  much  as  it  puts 
on  mighty  du  Pont,  which  is  seven 
times  bigger  than  Avon. 

The  hidden  asset,  the  intangible, 
of  course,  is  Avon's  well-tailored  and 
carefully  nourished  consumer  fran- 
chise. It  gets  premium  prices  for  its 
cosmetics,  but  its  selling  costs  tend 
to  be  relatively  low.  Its  salesladies 
sell  door  to  door.  At  40%  commis- 
sion, they  pocketed  about  $370  mil- 
lion last  year;  net  sales  were  $559 
million.  Combine  high  prices  and 
low  costs  and  you  have  a  classic  for- 
mula for  profitability  and  growth. 

Despite  a  high  turnover  of  sales 
representatives,  Avon  is  able  to 
boost  its  sales  each  year  by  15.5%. 
But  if  house-to-house  selling  is  so 
hot,  why  haven't  other  companies 
tried  it?  The  answer  is:  They  have. 
Fuller  Brush  is  still  selling  door  to 
door,  but  its  sales  were  only  $78.5 
million  when  it  was  acquired  by 
Consolidated  Foods  in  1968.  So  is 
Beauty  Counselors,  which  had  sales 
of  only  $13.6  million  when  it  was 
acquired  by  Dart  Industries  the 
same  year.  And  the  life  insurance 
and  mutual  fund  industries  rely  on 
door-to-door  selling. 

The  fact  is  that  Avon,  which  is 
essentially  a  simple  company  in 
these  complex  times,  is  a  real  master 
of  what  it  does.  It  knows  how  to 
sell  women  on  selling  other  women. 
Setting  up  a  more  than  400,000 
women  sales  force  is  no  easy  mat- 
ter.   Pfizer   has    tried    door-to-door 


selhng  and  Bristol-Myers  still  has  a 
small  door-to-door  operation.  "It 
would  have  taken  us  a  decade,"  says 
a  cosmetics  company  president. 
"How  do  I  know  it  would  have  been 
worth  it?" 

Avon  began  to  sell  in  France, 
Italy  and  Spain  in  1966,  and  a  few 
months  ago  in  Japan.  Same  basic 
products.  Same  basic  methods. 

Of  what  does  profitability  con- 
sist? In  Avon's  case,  a  very  simple 
idea  beautifully  executed.  ■ 


Coca-Cola:  Beware  of  Maginot  Lines! 


Long  ago  the  Coca-Cola  Co.  should 
have  ceased  being  outstandingly 
profitable.  It  makes  a  basically  sim- 
ple line  of  products  which  many 
people  can— and  do— copy.  It  has  lit- 
erally hundreds  of  competitors.  Yet 
Coca-Cola  earns  a  sparkling  27% 
return  on  equit\'. 

Part  of  Coke's  strength  traces  to 
its  size:  It  has  nearly  one-third  of 
the  U.S.  soft-drink  market.  Its  bot- 
tlers, most  of  whom  became  mil- 


lionaires thanks  to  Coke,  are  well- 
nigh  unbeatable.  With  $1  billion  in 
volume  it  can  advertise  heavily,  yet 
keep  its  advertising-sales  ratio  at  a 
reasonable  level. 

But  size  alone  doesn't  account  for 
Coke's  success.  Coke  President  J. 
Paul  Austin  once  told  Forbes:  "We 
have  to  guard  against  the  pitfalls  of 
size  alone.  You  know,  when  com- 
panies get  big  and  successful  they 
build  Maginot  Lines.  A  swift  com- 


petitor goes  through  a  Maginot 
Line."  Coke  guards  carefully  against 
a  Maginot-Line  mentality  and  works 
hard  to  keep  bottlers,  who  some- 
times tend  to  get  complacent,  on 
their  toes. 

Size  plus  alert  and  aggressive 
management  are  an  unbeatable 
combination.  So  much  so  that  the 
market  values  Coca-Cola  at  some  $5 
billion,  a  far  higher  price  than  it 
puts  on  much  bigger  companies 
such  as  Westinghouse,  ITT,  RCA 
and  General  Foods.  ■ 


Sperry  &  Hutchinson:  Two  Profits  Per  Sale 


Not  everybody  loves  trading 
stamps,  but  you've  got  to  love  them 
if  you're  a  stockholder  of  Sperry  & 
Hutchinson  Co.  Last  year  S&H 
earned  $32  million  on  $340  million 
in  sales.  Even  with  no  debt,  S&H 
earned  an  impressive  28%  return  on 
equity. 

What's  the  secret?  Well,  you  have 
to  spend  your  Green  Stamps  in  an 
S&H  store.  This  allows  S&H  to  carry 
only  a  limited  range  of  merchandise 
and  keep  tight  inventory  control. 

Secondly,  S&H  makes  two  profits, 
not  just  one,  on  every  sale.  It  makes 
profits  on  the  merchandise.  It  also 
makes  a  profit  on  the  money  it  gets 
for  the  stamps  during  the  period 
(usually  many  months)  when  the 
housewife  is  trying  to  accumulate 
them. 

S&H  sells  its  Green  Stamps  to  re- 
tailers for  an  average  of  $2.68  per 
1,200  stamps.  The  retailers  in  turn 
distribute  this  $2.68  of  stamps  to  a 
housewife  for  roughly  every  $120 
she  spends  in  his  store.  She  has  a 
copy  of  S&H's  catalogue,  the  largest 
circulation  color  catalogue  in  the 
U.S.  When  she  has  enough  stamps 
she  exchanges  them  for  something 


she  wants  in  the  catalogue. 

As  retailer  and  as  a  banker,  S&H 
is  in  an  ideal  situation.  As  a  banker 
it  invests  its  cash  "float"  of  some 
$201.4  million,  which  results  from 
the  long  interval  between  a  stamp's 
sale  and  its  redemption.  Last  year 
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$7.7  million  of  its  $32-million  profits 
came  from  investments.  And  there 
is  a  kicker.  Some  people— about  5%— 
don't  ever  redeem  their  stamps. 

In  the  early  Sixties,  the  trading 
stamp  business  was  booming.  S&H, 
then  still  privately  owned,  increased 
its  sales  at  about  9.7%  per  year.  By 
1963,  65%  of  the  U.S.'  food  stores 
carried  trading  stamps  and  S&H  was 
selling  150  billion  stamps  a  year. 
Since  then,  trading  stamps  have  be- 
come increasingly  controversial. 
Now,  only  about  40%  of  food  stores 
carry  them.  S&H  stamp  sales  have 
increased  at  only  about  2%  per  year. 

The  slippage  of  stamps  at  the  re- 
tail level  hasn't  really  impacted 
S&H's  profitability,  but  it  probably 
encouraged  the  Beinecke  family  to 
go  public  (in  1965)  and  start  hunt- 
ing out  acquisitions.  In  the  past 
three  years  it  has  acquired  two  in- 
terior furnishing  companies  with 
combined  sales  of  $27.5  million,  a 
bank  with  assets  of  $340  million, 
plus  Bigelow  carpets  with  sales  of 
$112.5  million. 

S&H's  diversification  has  revived 
predictions  of  the  eventual  demise 
of  the  trading  stamp  business.  These 
same  predictions  were  made  in  the 
past.  And  always  proved  wrong.  ■ 
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Heublein:  Through  a 
Filter,  Lightly 

By  definition,  profit  is  the  differ- 
ence between  what  a  product  costs 
to  make  and  to  market,  and  what 
you  can  get  for  it.  The  trouble  is 
that  simple  products  are  easy  to 
make  and  therefore  don't  command 
high  prices.  More  complicated  prod- 
ucts do  command  high  prices,  but 
they're  usually  costly  to  make. 

Hartford,  Conn.'s  Heublein,  Inc. 
has  the  best  of  both  worlds.  Vodka, 
of  which  it  is  the  U.S.'  leading  mar- 
keter, is  a  very  simple  product, 
being  nothing  more  than  neutral 
spirits  filtered  through  charcoal. 


Nonetheless,  Heublein's  vodka  com- 
mands a  very  good  price,  thanks  to 
imaginative  advertising  and  to  the 
fact  that  in  an  affluent  society  peo- 
ple like  to  serve  prestige  brands.  If 
this  wasn't  advantage  enough, 
vodka  requires  no  aging;  filter  it, 
bottle  it  and  drink  it.  So,  unlike 
whiskey  producers,  Heublein  is  not 
burdened  with  big  inventories. 

Recently,  Heublein  has  diversi- 
fied into  wines,  bottled  cocktails, 
whiskey  and  beer.  Applying  to  these 
products  the  vodka  marketing  tech- 
niques that  made  it  rich,  Heublein 
rings  up  one  of  the  best  profitabil- 
ity figures  in  all  of  U.S.  industry:  a 
38%  return  on  equity.  ■ 
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Eastman  Kodak:  Click, 
Click.  Tinkle,  Tinkle. 

Perhaps  those  familiar  little  yellow 
packages  on  the  right  might  better 
be  colored  green— for  money.  There 
are  few  more  profitable  products. 
Eastman  Kodak  charges  anr^vhere 
up  to  $3.75  for  a  roll  of  color  film 
(without  processing).  It  is  esti- 
mated that  as  much  as  60%  to  70%  of 
this  is  pretax  profit.  Last  year  Kodak 
sold  an  estimated  $240  million  of 
color  film.  Quite  a  business! 

Just  the  kind  of  business,  in  fact, 
that  should  attract  a  host  of  eager 
competitors.  And  so  it  has.  3M,  du 
Pont,  GAP  and  Bell  &  Howell  have 
all  tried  to  break  into  Kodak's  film 
business.  Eager  competitors  all,  but 
none  cracked  Kodak's  dominance. 

These  companies  didn't  lack  re- 
search capability.  Nor  manufactur- 
ing skill.  But  Kodak  had  what  counts 
for  more:  the  attention  and  the  con- 
fidence of  millions  of  satisfied  cus- 
tomers. It  spends  huge  sums  to  keep 
the  Kodak  brand  name  before  the 
public. 

Kodak  is  smart.  It  knows  that  sell- 
ing cameras  and  selling  film  is  one 
business,  not  two.  Gillette  sells 
razors  at  low  profit  margins,  count- 
ing on  blade  sales  to  provide  the 
really  big  profits.  Kodak  does  much 
the  same  thing  but  with  a  differ- 
ence: Gillette  now  has  serious  com- 
petition; Kodak  still  has  little  in 
amateur  color  film,  the  richest  part 
of  the  market. 

In  1963  it  brought  out  the  car- 
tridge-film-loading Instamatic  cam- 
eras. In  AYi  years  it  sold  25  million 
Instamatics,  more  cameras  than  it 
had  sold  in  the  previous  ten  years. 

But  what  was  spectacular  about 
the  Instamatic  was  that  the  t\'pical 
owner  used  2^2  times  as  much  film 
as  the  traditional  camera  user.  Ko- 
dak timed  it  perfectly.  In  1963  am- 
ateur photographers  shot  about  as 
manv  color  pictures  as  they  did 
black  and  white,  roughly  1.2  bil- 
lion each.  Four  years  later,  while 
black-and-white  pictures  had  held 
steady  at  1.2  billion,  color  had 
climbed  to  more  than  2/2  billion.  To- 
day, Kodak  has  an  estimated  70%  of 
the  color  film  market. 

Did  Kodak  know  what  the  public 
wanted?  Or  did  it  convince  them  to 
want' it?  A  good  deal  of  both.  Re- 
sult: a  27%  return  on  equit\-,  highest 
of  anv  more-than-$2-billion  com- 
pany in  the  Forbes  survey.  ■ 
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Polaroid:  Make  It 
Unique  — and  Wanted 

When  Forbes  recently  asked  Ed- 
win Land,  Polaroid's  chief  execu- 
tive, founder  and  director  of  re- 
search, why  he  hadn't  jumped  into 
the  fast-growing  copier  market, 
Land  replied:  "W'e  do  not  want  to 
do  what  every  Tom,  Dick  and 
Xerox  can  do.  Our  company  has 
been  dedicated  to  making  only 
things  which  others  cannot  make." 

Polaroid  already  has  a  working 
model  of  a  copier.  But  Land  won't 
market  it  until  he  feels  he  has  one 
that  is  uni(iue.  That's  the  surest  way 
to  make  big  money.  //,  that  is,  peo- 
ple want  your  unicjue  product.  The 
thing  about  Land's  cameras  was  that 
they  were  Jjotli  uiii(|ue  and  wanted. 

Land  is  a  scientist,  but  it  is  wrong 
to  regard  Polaroid  as  only  a  tech- 
nological company.  Its  black-and- 
white  Swinger  camera,  introduced 
in  1965,  was  not  a  technological 
breakthrough.  But  it  was  one  of  the 
most  important  products  Polaroid 
ever  developed.  With  a  suggested 
list  price  of  only  $19.95,  over  5 
million  Swingers  were  sold  in  the 
first  two  years.  This  did  several 
things  for  Polaroid.  It  gave  it  a  big- 
ger market  for  its  highly  profitable 
black-and-v\hitc  film,  where  it  now 
outsells  Kodak  five-to-one  in  dollar 
terms.  It  gave  Polaroid  a  foothold  in 
high-volume  discount  stores.  And  it 
paved  the  way  for  higher  priced 
versions  of  the  Swinger,  including 
the  $29.95  Colorpack  II. 

That,  last  item  may  be  the  most 
important.  For  the  Colorpack  II  en- 
ables Polaroid  to  sell  more  of  its 
color  film.  It  makes  money  on  both 
the  film  and  the  processing.  Kodak, 
in  contrast,  because  of  a  1954  con- 
sent decree,  is  no  longer  allowed  to 
sell  its  color  film  with  processing 
included. 

Polaroid's  earnings  have  grown 
at  a  rate  of  25%  in  the  last  five  years. 
Now  Land  talks  of  building  a  cam- 
era so  small  and  so  cheap  that  one 
could  carry  it  like  a  key  case.  In- 
vestors have  grown  weary  and  wary 
of  such  talk  from  most  manage- 
ments, but  not  from  Polaroid:  At  60 
times  earnings,  Polaroid  is  one  of  the 
most  expensive  hig  stocks  around 
today  and  its  combined  market 
value,  now  some  $4  billion,  ranks 
with  that  of  such  outstanding  older 
companies  as  Avon  Products  and 
Coca-Cola.  ■ 


The  Top  Ten 


f 


Merck,  American 
Home:  No  Formula 

It's  not  surprising  that  at  least  tw  o 
drug  companies  are  among  the  top 
ten  companies  selected  by  Forbes. 
The  drug  industry,  after  all,  is 
among  the  most  profitable  in  U.S. 
business.  Its  return  on  ecjuity  has 
a%'eraged  about  17?  for  the  past  few 
vears  compared  with  the  11.5?  aver- 
age of  all  manufacturing  companies. 

The  drug  industry  has  something 
most  other  companies  can  just 
dream  of;  customers  who  are  will- 
ing to  pav  almost  any  price  for  their 
product.  This  is  particularly  true  of 
ethical  drugs,  those  sold  to  doctors 
and  a\ai1able  only  by  prescription. 
When  \<)u  are  sick,  who  cares  what 
it  costs  to  get  well.  On  top  of  that, 
the  patent  system  permits  drug  com- 
panies to  sell  a  product  for  17  years 
with  little  danger  of  competition. 

It  sounds  like  an  easy  way  to 
make  money.  And  it  probably  is 
easiei-  than  in  most  industries.  But 
remember  that  profitability  isn't 
e\ervthing.  Growth  is  also  impor- 
tant. If  Forbes'  top  ten  companies 
were  selected  on  profitability  alone, 
then  Smith  Kline  &  French  would 
make  the  list.  It  doesn't,  because  its 
earnings  growth  is  only  1?.  Merck 
and  American  Home  Products  do 
make  the  top  ten  because  both  have 
earnings  growth  rates  of  oyer  10!?, 
in  addition  to  their  outstanding 
profitability  results.   ■ 

What's  the  kev  to  growing  fast 
without  hurting  profitability?  Good 
new  products.  NIerck's  specialty  is 
ethical  drugs.  It  develops  them  in- 
ternally. It  spends  about  10%  of  its 
sales  (about  29?  of  its  pretax  profits) 
on  research.  But  what  a  payoff!  In 
the  last  ten  vears  Merck  has  brought 
out  some  100  new  ethical  products, 
particularly  diuretics,  antihyperten- 
sives, and  antiarthritics.  In  1968 
more  than  half  of  Merck's  sales 
came  from  products  it  had  intro- 
duced in  the  past  ten  years.  This  at 
a  time  when  many  drug  companies 
have  been  extremely  hard  put  to 
come  up  with  new  products. 

American  Home  Products  is  (|uitc 
a  different  situation.  ¥o\-  one  thing 
it  has  acquired  most  of  its  products 
through  mergers.  .And  its  elhical 
drug  divisions  contribute  just  over 
35%  of  sales;  proprietary  drugs— 
that  is,  those  sold  without  a  pre- 
scription-bring drugs  to  just  o\er 
liali  of  sales.  The  rest  comes  from  a 


collection  of  shoe  polish,  oven  clean- 
ers, spaghetti,  deodorizers  and  in- 
sect-killers. 

A  hodgepodge?  Not  necessarily. 
In  its  nondrug  lines,  AHP  almost  in- 
variably chooses  specialty  products, 
which   are  not  so  vulnerable  to 


attack  from  the  mass  marketers  like 
Procter  &  Gamble  or  General  Foods. 
AHP  isn't  after  volume.  A  product 
doesn't  earn  a  good  return?  It's 
likely  to  be  sold  off  and  the  money 
invested  elsewhere.  An  important 
product  like  AHP's  Dristan  2;ets  hit 
by  a  new  competitor  like  Contac? 
No  great  matter.  AHP  has  a  dozen 
other  products  to  soften  the  blow. 

It  is  tempting  to  label  Merck  a 
research  company  and  American 
Home  Products  a  marketing  com- 
pany. In  a  way  that's  true.  But  the\' 
have  much  in  common.  Both  are  ex- 
perts at  bringing  new  products  to 
the  marketplace,  though  thev  do  it 
in  different  wavs. 

Both  are  also  experts  at  selling 
these  products.  Merck  has  a  top- 
rated  2,500-man  sales  force  that 
makes  sure  doctors  know  about  each 
new  Merck  product.  American 
Home  Products  is  one  of  the  big- 
gest—and most  eflFective— advertisers 
in  the  industry. 

Xerox  and  Polaroid  have  big, 
near-monopoK'  product  lines  which 
almost  assure  short-run  profitability. 
Merck  and  .\HP  must  develop  new 
products  each  vear.  It's  a  harder 
way  to  make  money.  Yet  both  meth- 
ods are  highly  profitable.  ■ 


Magnavox:  We'll  Take  the  Cream. 


While  other  electronics  producers 
make  breakthroughs,  Magnavox 
makes  monev:  Its  five-year  average 
return  of  33?  on  stockholders' 
e((uit\'  ranks  near  the  top.  The  big- 
gest part  of  its  profits  comes  from 
c()nsumer  tele\ision  sets,  but  the 
funn\'  thing  is  that  Magnavox 
doesn't  make  most  of  the  things  that 
go  into  a  T\'  set;  most  of  these  it 
buvs  from  other  manufacturers, 
what  Magnavox  docs  make  are  the 
cabinets  that  enclose  the  innards. 
Magna\ox  figures  that  a  lot  of  peo- 
ple can— and  do— make  good  TV 
sets.  So  the  trick  is  to  make  the  con- 
sumer prefer  yours  and.  if  possible, 
pav  a  l)it  more  for  it.  This  Magnavox 
accomplishes  in  two  wavs. 

First,  in  its  advertising  and  sales 
promotion  it  emphasizes  stvling— 
Danish  .Modern,  Old  World  Spanish 
and  French  Provincial— not  just  a 
picture  image  on  a  rectangular  tube. 
Now  \()u  understand  \\h\'  .Magna- 
vox makes  its  own  furniture.  If  you 
said  it  was  more  of  a  furiu'turc  com- 
pany than  an  electronics  companw 
\ou  wouldn't  be  far  wrong. 


Second,  it  sells  directly  to  a  lim- 
ited number  of  dealers,  cutting  out 
the  middleman  and  splitting  the  dif- 
ference with  the  dealer.  This  keeps 
the  dealers  happy  and  encourages 
them  to  steer  the  customer  to  the 
Magnavox  set  for  "something  a  little 
better."  Nhxgna\ox  follows  the  same 
general  principles  in  its  very  sub- 
stantial business  in  radios  and  pho- 
nographs. 

All  this,  of  course,  recjuires  a  sub- 
stantial nourishing  of  its  public  im- 
age through  advertising,  and  this 
Nhignavox  does  with  a  will.  With  a 
premium-priced  line,  however,  it 
can  well  absorb  these  selling  costs. 

Magnavox  isn't  a  huge  company 
as  T\'  manufacturers  go;  sales  this 
\ear  will  be  around  $590  million— 
about  two-thirds  in  radio-T\'-pho- 
nographs;  the  rest  in  musical  instru- 
ments, military  electronics  and  the 
like.  When  vou  follow  a  specialized 
polic\',  as  Magnavox  does,  you  can't 
expect  to  get  huge  volume.  But, 
then,  if  \()u  only  go  for  volume,  you 
can't  expect  to  earn  30?c  or  more 
on  your  stockholders'  investment.  ■ 


Xerox:  Inventing 
a  Whole  Market 

This  ye.ar  Xerox  will  become  a  bil- 
lion-dollar (sales)  corporation.  All 
because  of  Chester  Carlson's  inven- 
tion of  the  xerographic  copying 
process,  you  sav.  Not  t|uite.  Twent\- 
years  ago  business  got  along  (luite 
uell  without  Xerox  machines.  To- 
day CM.  IBM  and  AT&T  might  well 
grind  to  a  temporary  halt  if  their 
executives  couldn't  make  20  copies 
of  their  memos. 

True,  to  become  the  great  com- 
pany it  is.  Xerox  had  to  invent  its 
unique  cop\ing  process.  But  it  also 
had  to  create  a  market  where  vir- 
tually none  existed  before.  That's 
the  key  word:  market.  Bv  coupling 
(|uality  products  and  good  service 
with  an  aggressive  marketing  force 
trained  to  point  out  these  pluses, 
.Xerox  pushed  ahead  e\  en  after  com- 
petitors appeared  bv  the  score. 

In  ten  vears  .Xerox'  earnings  have 
grown  from  $2  million  to  an  esti- 
mated S150  million-plus  in  1969;  its 
employees  from  2,000  to  36,000:  its 
total  stock  market  value  from  $100 
million  to  S8.2  billion.  The  stock- 
holder who  invested  $10,000  in 


Xerox  in  1960  now  has  $180,000. 

All  of  which  seems  to  prove  that 
business-machine  buyers  aren't  all 
that  different  from  soft-drink  con- 
sumcis  or  aspirin  swallowers  when 
it  comes  to  being  a  pushover  for  a 


(juality  product  superlatively  mar- 
keted. \Vith  the  ac<|uisition  of  Sci- 
entific Data  Systems,  Xerox  moves 
on  to  try  its  technological,  mana- 
gerial and— above  all— its  marketing 
skills  in  the  computer  field.  ■ 
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The  newest  innovation 

in  foreign  exchange 

is  located  in  somebody's  bedroom. 

The  "somebody's  bedroom"  belongs  to  John  Hawes, 
the  head  of  our  Foreign  Exchange  Department. 

The  "latest  innovation"  is  the  special  telephone  we  in- 
stalled by  his  bedside. 

"The  hotline,"  as  Hawes  calls  it,  is  a  direct  line  to  our 
top  foreign  exchange  traders  in  London,  the  major  money 
market  of  the  world. 

>XTien  you're  dealing  with  millions  of  dollars  of  some- 
body else's  money,  you  have  to  keep  up  on  everything  (and 
we  mean  everything)  that  affects  the  price  of  exchanging 
dollars  into  yen,  pounds,  francs,  pesos,  lire  and  so  on. 

That's  easy  enough  to  do  during  normal  working  hours. 
But  how  about  4:00  in  the  morning  (9:00  AM  London 
time)?  Or  on  Saturday  or  Sunday? 

Almost  anything  can  happen  during  those  hours.  War. 
Peace.  Another  devaluation.  A  coup  d'  e'tat. 

Enter  "the  hotline."  In  a  matter  of  minutes,  John  Hawes 
can  find  out  what,  if  anything,  upset  the  tenuous  balance 
of  world  money. 

And  he'll  probably  know  about  it  before  any  other 
foreign  exchange  trader  in  the  country.  Because  no  other 
trader  has  a  hotline  smack  in  his  own  home. 

That  extra  edge  might  be  just  enough  to  get  you  the 
most  money  for  your  money. 

You'll  find  an  international  banker 
at  Bankers  Trust. 


Member  Federal  Deposit  Insurance  Corporation  ©  Bankers  Trust  Company 
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i  he  iMational  Fashion. 


styling:  1970   v me ri can.  Fat) t 
1 00°/9  wool  double-knit,  by  Inwood. 

Inwood  Knitting  Mills,  along  with 
the  Beacon  Manufacturing  Company, 
form  National's  new  Textile  Division. 
And  thiey  a'"'^  "  '^nrd  working  pair. 

Inwood  L  ier  in  the  manufac- 

ture of  knittea  'el  fabrics.  Beacon, 

the  world's  lary       '--    '  ■-'  of  blankets, 
also  makes  wove  lon-woven 


:.  j;  the  hpme  furnishing  indus- 
try —  bedspreads,  area  rugs  and  up- 
holstery fabrics. 

Together,  they  are  expected  to  add 

)ver  $80  million  to  National's  sales 

X\A?.  year.  Together,  they  give  National 

the  technology  and  facilities  to  tap  the 

growing  textile  markets  of  the  future. 

National,  the  corporation  that  serves 
the  liquor,  wine,  metals,  chemical  and 


textile  markets.  That  employs  mofi 
than  14,000  people.  That  has  ovei 
75,000  stockholders.  That  has  a  Cdr 
porate  objective  of  a  20  per  cent  pre 
tax  return  on  invested  funds.  That  wil 
lop  the  $1  billion  sales  mark  this  year 
Beautiful. 

NATIONAL  DISTILLERS  AND 
CHEMICAL  CORPORATION 

99  Park  Avenue.  New  York,  N.Y.  10016 


Measuring 

Management: 

1969 


The  board  chairman  ot  a  venerable  eastern  insurance 
company,  with  nearly  a  billion  dollars  in  net  wortli,  made 
a  confession  recently  over  lunch  with  several  Forbes 
editors. 

"Vou  know,  we  could  operate  just  as  .soundh  with 
about  half  that  much  capital,"  he  told  us.  "We're  over- 
capitalized b\-  about  half  a  billion  dollars.  M\-  job  now  is 
to  tr\  to  put  some  of  that  capital  to  work  more  profitabK ."' 

This  executive,  jolted  into  belated  action  b\'  a  recent 
takeover  bid,  was  recognizing  what  has  always  been  the 


most  basic  job  of  top  corporate  management — to  utilize 
its  capital  as  efficiently  as  possible,  not  simply  to  acciunu- 
late  it.  He  was  also  describing  what  has  been  the  job  of 
the  editors  of  Forbes  for  the  last  22  years  in  this  Annual 
Report  on  American  Industry — to  measure  how  well  the 
managers  of  the  biggest  companies  succeed  at  this  task. 

OiH-  premise — in  this  issue  and  every  other  we  publish 
— is  that  what  counts  is  results,  not  intentions. 

To  put  these  results  into  better  perspective,  and  rank 
the  companies  against  one  another,  we  have  devised  a  set 
of  Yardsticks  of  Management  Performance.  Using  examples 
from  the  Energy  industry,  below,  we  explain  how  the  Yard- 
sticks help  answer  three  fundamental  (luestions.  Note  that 
in  addition  to  the  percentage  ratings  themselves,  each  com- 
pan\  is  ranked  twice:  A)  within  the  nearly  600  major 
companies  e\aluated  by  Forbes;   B)    within  its  industry. 
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the  FORBES  Yardsticks  Work 

PROFITABILITY 

r 

GROWTH 

S-Vear 

Latest  12-Month 

|. 

5-Year  Return 

5-Year  Annual 

5-Year  Annual            1 

Return  on  1 

Equity 

Return  on 

Equity 

)n  Total  Capital 

Sales  Growth 

Earnings  Per  Share  Growth  | 

Rank 

Pet-y 

•^         Rank 

Per- 

RanK/^ 

Per- 

Rank 

Per-/ 

Rank 

Per- 

Company 

A 

B 

^^petft 

A 

B 

cent 

A 

/B 

cent 

A 

B 

can/ 

A 

B 

cent 

Halliburton 

89 

.^ 

18.6 

68 

(3) 

18.8 

A 

(1) 

15.9            112 

(5) 

1^6 

113 

(3) 

13.6 

Ashland  Oil                         1 

26y 

^^(3) 

16.7 

170 

(5) 

14.3 

Xl41 

(4) 

12.8              64 

(2) 

/0.7 

274 

(17) 

7.6 

Eastern  Gas  &  Fuel            J: 

ik 

(5) 

16.1 

380 

(22) 

9-7/ 

/      405 

(24) 

7.2            535 

(26)/ 

'^3.0 

246 

(16) 

8.5 

Gulf  Oil                   ^/^2 

50 

(10) 

13.3 

217 

(9) 

l^ 

202 

(10) 

11.5            312 

(14/ 

9.2 

209 

(11) 

9.8 

Pittslon           ^^        2 

63 

(12) 

12.9 

238 

(11)^ 

/\1.Z 

361 

(22) 

8.2            331 

¥^ 

8.7 

221 

(13) 

9.4 

Phillips  PetroWum             4 

36 

(23) 

9.5 

493 

(^ 

7.1 

391 

(23) 

7.6            303 

A2) 

9.6 

484 

(26) 

-1.4 

1 


How   much   did   management 
earn  on  ifs  stockholders'  equity? 

These  Yardsticks  measure  how  much 
management  has  earned  on  its  stock- 
holders' investment  (as  opposed  to 
borrowed  capital).  For  example,  they 
show  that  Halliburton  over  the  last 
five  years  has  averaged  earnings  of 
13.6  cents  a  year  on  each  dollar  of 
its  stockholders'  investment  (equity), 
while  Phillips  Petroleum  has  earned 
about   half   as   much. 

The  return  is  calculated  like  this: 
At  the  end  of  1968  ttaliiburton's  stock- 
holders' equity  totaled  $276  million 
or  $16.14  per  common  share.  During 
the  12-month  period  ended  Sept.  30, 
1969  it  earned  $3.04  a  share.  There- 
fore, its  latest  1 2-monf hs'  return  on 
equity  is  $3.04  divided  by  $16.14,  or 
18.8%.  Halliburton  had  a  very  profit- 
able year.  The  five-year  figure  is  com- 
puted by  averaging  the  latest-12- 
month  figure  with  those  for  the  pre- 
ceding four  years.  That's  the  18.6% 
figure   mentioned   above. 

Both  figures  should  also  be  exam- 
ined together.  If  the  12-month  figure 
is  higher  than  the  five-year  average, 
that's  a  healthy  trend.  If  not,  man- 
agement  has  its  work   cut   out. 


£        How   much   did  management 
earn   on   total  capital? 

Another  source  of  capital  is  debt. 
Analyzing  the  return  on  total  capital 
shows  how  well  management  has  used 
both   equity  and  debt. 

Foe  example,  Pittston  earned  12.8% 
on  stockholders'  equity  of  $145.7  mil- 
lion over  the  latest  12  months.  But 
Pittston  also  has  $98.9  million  in  debt. 
That  gives  it  a  total  capital  of  $244.6 
million.  Pittston  earned  $16.1  million 
for  the  latest  12  months  to  which  is 
added  50%  of  its  interest  costs  on 
long-term  debt  to  get  a  total  of  $19 
million.  Dividing  this  by  capital  of 
$244.6  million  gives  Pittsion's  return  on 
capital  of  7.8%.  Averaging  this  with 
return  on  capital  figures  for  the  prior 
four  years  gives  8.2%  compared  with 
the  12.9%  it  earned  on  equity.  Pittston 
has  leveraged  its  earnings  by  using 
tax-deductible,  borrowed  dollars  to 
supplement  stockholders'  capital.  How- 
ever, debt  costs  can  leverage  earnings 
downward,  too. 

Because  a  company  frequently  can 
increase  its  return  on  stockholders' 
investment  by  simply  increasing  its 
debt,  return  on  capital  is  a  good  way 
to    grade    management    effectiveness. 


0         How     fast     is     management 
making  the  company  grow? 

It's  great  if  a  company  is  highly 
profitable.  But  it  is  equally  important 
for  it  to  grow.  If  it  doesn't,  future 
profitability  is  in  jeopardy.  FORBES' 
two  growth  Yardsticks  measure  this. 
Gulf  Oil,  for  example,  shows  evenly 
balanced  growth  of  sales  and  earn- 
ings in  the  last  five  years.  Ashland 
Oil,  though  more  profitable,  has  in- 
creased earnings  by  only  7.6%  over 
the  past  five  years,  while  its  sales 
have  expanded  at  a  more  rapid  pace. 
Ashland  has  been  sacrificing  earnings 
during  the  last  five  years  to  get  sales 
growth  in  the  hope  that  future  earn- 
ings will  be  greater. 

Growth  is  calculated  this  way: 
Gulf  Oil  had  sales  of  $6  billion  in 
the  12-month  period  ended  last  Sep- 
tember. Its  sales  over  a  three-year 
base  period,  from  1963  through  1965, 
averaged  $3.9  billion  per  share.  Tak- 
ing the  latest  12  months  vs.  the  base 
period  gives  a  five-year  annual  com- 
pounded growth  rate  of  9.8%.  Earn- 
ings growth  is  computed  the  same 
way,  except  that  per-share  figures  are 
used.  That  takes  into  account  profit  dilu- 
tion from  issuing  sdares  for  acquisitions. 
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in 

Profitability 


As  uncomplicated  as  they  appear,  the  Who's  Where  rank- 
ings Forbes  pubhshes  each  Jan.  1 — this  one  on  profit- 
ability and  the  others  that  follow  on  growth  and  stock 
market  performance — must  be  read  with  care.  There  are 
some  subtleties  that  can  trip  up  the  unwary.  The 
principal  measure  of  profitability  used  is  five-year  re- 
turn on  stockholders"  equity.  That's  straightforward 
enough.  But  you  can't  look  at  that  alone.  It  is  also  im- 
portant to  know  what  the  current  trend  is  in  return  on 
equity.  The  airlines,  for  example,  are  not  doing  very 
well  these  days,  for  reasons  explained  later  in  this  issue. 
You  can  spot  this  by  looking  in  the  second  column  of 
ratings,  the  latest- 12-month  return  on  equity.  National 
Airlines  ranks  very  high  in  five-year  return  on  equity, 
but  its  trend  for  the  latest  12  months  is  shaiply  down- 
ward. Among  nearly  600  companies,  National  ranks  25th 
for  the  last  five  years  but  only  156th  for  the  latest  12 
months.  There  are  some  other  very  obvious  examples 
among  the  top-ranking  companies. 

A-T-O,    which    leads    all    companies    in    the    five-year 
Profitability  measurement,  should  also  be  judged  by  its 


figure  for  the  latest  12  months;  it  is  much  lower  than  its 
five-year  figure.  Clearly  no  company  could  consistently 
earn  nearly  60%,  and  A-T-O  has  been  no  exception. 

So  Lesson  No.  One  is  to  look  at  all  the  columns.  In 
this  year  of  inflation  and  tight  money,  most  companies 
have  lower  12-month  returns  than  five-year  retimis.  For 
example,  some  of  the  top  five-year  performers,  like  E.F. 
MacDonald  and  Litton  Industries  (next  page),  show  a 
sharp  downtrend  in  the  latest  12  months  (although  their 
returns  are  still  above  average). 

The  third  column  of  profit  rankings  is  every  bit  as 
interesting  as  the  first  two.  It  shows  return  on  debt 
and  equity  combined.  Look  at  the  figures  for  Consoli- 
dated Freightways  below.  It  ranks  well  up  in  both  five- 
year  and  latest- 12-month  return  on  equity.  However,  when 
you  figure  its  profits  as  a  return  on  both  debt  and 
equity.  Consolidated  Freightways  earns  far,  far  less. 
Consolidated  Freightways  obviously  has  gotten  those  high 
returns  on  equity  by  leveraging  itself  heavily.  That  is, 
the  company  has  used  a  great  deal  of  borrowed  money  to 
boost  its  return  on  its  stockholders'  money. 

That's  only  one  case;  there  are  other  examples  among 
the  top  return-on-equity  companies.  Of  course,  it's  often 
smart  business  to  use  debt,  but  it  is  also  risky  if  done 
to  the  extreme.  What  happens  to  a  highly  leveraged 
company  if  it  runs  into  a  string  of  bad  earnings  year?  Its 
heavy  interest  charges  will  remain  fixed.  Its  earnings  will 
be  leveraged  sharply  downward.  ■ 


5-Year 

Latest  12-Month 

5-Vear 

Return 

5-Year 

Latest  12-Month 

S-Year  Return 

Return  ( 

>n  Equity 

Return  on  Equity 

on  Total  Capital 

Return 

DM  Equity 

Return  on  Equity 

on  Total  Capital 

Per- 

Per- 

Per- 

Per- 

Per- 

Per- 

Company 

Rank 

I 

cent 
59.2 

Rank 

515 

cent 

6.2 

Rank 

cent 

Company 
Avnet 

Rank 
15 

cent 
29.7 

Rank 
32 

cent 

22.6 

Rank 
33 

cent 

ATO 

68 

16.0 

19.4 

Avon  Products 

'2.5 

1 

39.7 

1 

39.6 

Merck 

16 

28.6 

16 

26.6 

6 

28.1 

Xerox 

:9  1 

!3 

27.2 

21 

21.2 

Sperry  &  Hutchinson 

17 

28.4 

29 

23.8 

10 

25.6 

Heublein 

4 

38.S 

2 

36.3 

14 

22.3 

Delta  Air  Lines 

18 

27.6 

70 

18.7 

85 

14.9 

MacDonald,  E  F 

5 

37.5 

21 

24.8 

26 

20.7 

Amer  Home  Products 

19 

27.4 

12 

27.4 

7 

27.4 

Gillette 

6 

35.2 

8 

28.2 

3 

31,2 

Coca-Cola 

20 

27.1 

14 

27.1 

8 

26.4 

Rapid-American 

7 

34.1 

11 

27.4 

349 

8.3 

Eastman  Kodak 

21 

27.0 

37 

21.9 

9 

26.4 

Magnavox 

8 
9 

33.6 
32.3 

15 

65 

27.0 

5 

29.1 

White  Consolidated 
Pueblo  Supermarkets 

22 
23 

25.8 
25.8 

20 
19 

25.3 
25.4 

183 
29 

11.8 
20.2 

Zayre 

19.0 

40 

18.1 

Lucky  Stores 

10 

32.0 

3 

30.5 

50 

17.4 

Norrls  Industries 

24 

25.7 

22 

24.5 

23 

20.8 

Smith  Kline  &  French 

11 

31.5 

18 

26.1 

2 

31.5 

National  Airlines 

25 

25.5 

156 

14.5 

124 

13.3 

Melville  Shoe 

12 

31.5 

5 

22  5 

28 

20.6 

AMP 

26 

25.5 

10 

27.5 

12 

23.0 

Jonathan  Logan 

'3 

30.6 

33 

22.5 

41 

18.0 

Sterling  Drug 

27 

25.3 

30 

23.3 

16 

22.1 

Polaroid 

.  '1 

3C0 

35 

22.2 

4 

30.0 

Consolidated  Freightways   28 

25.1 

34 

22.4 

147 

12.6 

44 
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5-Year 

Latest  12-Month 

5Yeaf 

Retun. 

5-Year 

Latest  17-Month 

5'<ea 

Return 

on  Equity 

Return  on  Equity 

r         on  Total  Capital 

Return 

on  Equity 

Return 

m  Equity 

on  Total  Capital 

Per- 

Per- 

Per- 

Per- 

Per- 

Per- 

Company 
Zenith  Radio 

Rank 
29 

cent 
25.1 

Rank 
41 

cent 

21.4 

Rank 

11 

cent 
25.1 

Company 
Scot  Lad  Foods 

Rank 

84 

cent 

19.0 

Rank 

124 

cent 

15.6 

Rank 

cent 

148 

12.6 

Coastal  States  Gas 

30 

25.0 

85 

17.4 

294 

9.5 

Zaie 

85 

19.0 

192 

13.9 

39 

18.2 

Bristol-Myers 

31 

24.6 

27 

24.2 

18 

21.6 

Albertsons 

86 

18.8 

219 

13.3 

81 

15.1 

Northwest  Airlines 

32 

24.3 

182 

14.1 

64 

16.1 

American  Smelting 

87 

18.6 

90 

17.1 

61 

16.4 

Fluor  Corp 

33 

24.3 

64 

19.1 

35 

19.1 

Bormans 

88 

18.6 

194 

13.9 

63 

16.3 

Supermarkets  General 

34 

23.7 

123 

15.7 

72 

15.9 

Halliburton 

89 

18.6 

68 

18.8 

71 

15.9 

Ethyl 

35 

23.6 

158 

14.5 

247 

10.5 

Panhandle  Eastern 

90 

18.5 

100 

16.8 

399 

7.4 

Texas  Gulf  Sulphur 

36 

23.6 

40 

21.4 

88 

14.8 

Revlon 

91 

18.5 

85 

17.4 

65 

16.1 

Pacific  Car  &  Fdry 

37 

23.5 

55 

19.7 

25 

20.7 

Pfizer,  Chas 

92 

18.4 

92 

17.0 

59 

16.5 

Cook  United 

38 

23.4 

47 

20.7 

101 

14.3 

Occidental  Petroleum 

93 

18.4 

24 

24.4 

171 

12.1 

Kellogg 

39 

23.3 

43 

21.3 

13 

22.6 

Marriott 

94 

18.4 

106 

16.4 

207 

11.4 

Litton  Industries 

40 

23.0 

223 

13.3 

169 

12.1 

Malone  &  Hyde 
Moore  Corp 

95 
96 

18.3 
18.1 

51 
79 

20.4 
17.6 

114 
52 

13.8 

Warner-Lambert 

41 

228 

48 

20.7 

30 

20.2 

17.4 

Iowa  Beef  Packers 

42 

22.8 

77 

17.7 

66 

16.0 

Super  Valu  Stores 

97 

18.1 

185 

14.0 

146 

12.6 

Champion  Spark  Plug 

43 

22.7 

46 

20.9 

20 

21.3 

Reynolds  Tobacco 

98 

18.0 

105 

16.4 

56 

16.8 

Lilly,  Eli 

44 

22.7 

28 

24.0 

15 

22.1 

Wickes 

99 

18.0 

103 

16.6 

75 

15.5 

Winn-Dixie 

45 

22.4 

38 

21.8 

22 

21.1 

Engelhard  Minerals 

100 

17.9 

81 

17.5 

94 

14.5 

Essex  International 

46 

22.2 

83 

17.4 

45 

17.8 

Investors  Diw  Service 

100 

17.9 

129 

15.5 

73 

157 

Dun  &  Bradstreet 

47 

22.0 

41 

214 

17 

22.0 

Teledyne 

102 

17.7 

144 

14.9 

87 

14.8 

General  Motors 

48 

21.9 

66 

18.9 

27 

20.6 

Eastern  Air  Lines 

103 

17.6 

564 

def. 

513 

4.8 

Minnesota  Mining  Mfg 

49 

21.8 

53 

20.0 

19 

21.5 

Dayco 

104 

17.6 

23 

24.4 

264 

10.1 

General  Cable 

50 

21.7 

308 

11.2 

42 

18.0 

Beneficial  Finance 

105 

17.5 

251 

12.5 

424 

6.8 

U  S  Industries 

51 

21.5 

7 

28.7 

62 

16.4 

Philip  Morris 

106 

17.5 

59 

19.3 

201 

11.5 

Arlans  Dept  Stores 

52 

21.2 

135 

15.2 

99 

144 

Braniff  Airways 
U  S  Shoe 

107 
108 

17.5 
17.4 

278 
102 

11.9 
16.7 

331 
49 

8.6 

Grumman 

53 

21.2 

142 

14.9 

54 

17.0 

17.4 

Whirlpool 

54 

21.0 

45 

21.0 

58 

16.6 

Du  Pont,  E  1 

,     109 

17.4 

139 

15.1 

74 

15.6 

Govt  Employees  Ins 

55 

20.8 

75 

18.1 

24 

20.8 

Grant,  W  T 

:     110 

17.4 

113 

16.2 

128 

13.0 

IntI  Business  Machine 

56 

207 

52 

20.4 

38 

18.4 

Mattel 

'     111 

17.4 

25 

24.3 

69 

15.9 

Indian  Head 

57 

20.7 

78 

17.7 

263 

10.2 

Procter  &  Gamble 

112 

17.3 

74 

18.1 

84 

15.0 

PepsiCo 

57 

20.7 

63 

191 

48 

17.5 

Harsco 

113 

17.3 

147 

14.8 

53 

17.3 

Emerson  Electric 

59 

20.6 

39 

21.6 

34 

19.2 

Clark  Equipment 

114 

17.3 

54 

19.9 

108 

14.1 

National  Service 

59 

20.6 

49 

20.5 

!^& 

Crown  Cork  &  Seal 

115 

17.2 

122 

15.7 

220 

11.0 

McGraw-Hill 

61 

20  5 

95 

169 

36 

19.0 

Continental  Tel 

116 

17.2 

186 

14.0 

471 

6.0 

Greyhound 

62 

20.4 

126 

15.6 

83 

15.0 

American  Metal  Climax 

117 

17.2 

133 

15.3 

152 

12.5 

Cessna  Aircraft 

63 

20.4 

60 

19.2 

67 

16.0 

Time  Inc 

118 

17.1 

422 

8.7 

155 

12.5 

Hewlett-Packard 

64 

20.4 

76 

179 

32 

19.9 

General  Foods 

119 

17.0 

145 

14.9 

77 

15.5 

Caterpillar 

65 

20.2 

69 

18.8 

57 

16.7 

ARA  Services 

120 

17.0 

108 

16.3 

261 

10.3 

RCA 

66 

20.1 

91 

17.0 

123 

13.3 

National  Biscuit 

120 

17.0 

134 

15.3 

111 

13.9 

Tecumseh  Products 

66 

20.1 

67 

188 

31 

20.0 

Studebaker-Worth 

122 

16.9 

356 

10.3 

139 

12.8 

Servomation 

68 

20.1 

87 

17.3 

98 

14.4 

Transcon  Gas  Pipe 

123 

16.8 

99 

16.8 

485 

5.7 

Gulf  &  Western 

69 

20.0 

361 

10.1 

239 

10.6 

Dayton-Hudson 

124 

16.8 

132 

15.3 

230 

10.8 

Fiiher  Foods 

70 

20.0 

31 

22.6 

138 

12.8 

Motorola 

125 

16.7 

175 

14.2 

127 

13.1 

Ling-Temco-Vought 

71 

20.0 

426 

8.7 

106 

14.1 

Ashland  Oil  &  Ref 

126 

16.7 

170 

14.3 

141 

12.8 

Ingersoll-Rand 
Continental  Airlines 

72 
73 

20.0 
20.0 

116 
561 

16.0 
1.0 

43 

241 

17.8 

10.6 

Fleming 

127 

16.5 

169 

14.3 

102 

14.3 

Upjohn 

128 

16.4 

150 

14.7 

60 

16.4 

Southland  Corp 

74 

19.8 

214 

13.4 

259 

10.3 

Reliance  Electric 

129 

16.3 

56 

19.6 

103 

14.2 

New  York  Times 

75 

19.7 

36 

22.0 

47 

17.7 

Loews  Theatres 

130 

16.3 

44 

21.0 

313 

9.1 

Black  &  Decker 

76 

19.6 

57 

19.5 

55 

16.9 

Texaco 

130 

16.3 

168 

14.3 

105 

14.2 

TRW 

77 

19.5 

101 

16.7 

lis 

13.7 

Lockheed  Aircraft 

132 

16.2 

427 

8.6 

86 

149 

U  S  Freight 

78 

19.4 

114 

16.1 

44 

17.8 

International  Nickel 

133 

16.2 

173 

14.2 

93 

14.6 

Corning  Glass 

79 

19.3 

107 

16.3 

51 

17.4 

Texas  Instruments 

134 

16.2 

271 

12.0 

109 

14.1 

Columbia  Broadcasting 

80 

19.1 

70 

18.7 

70 

15.9 

FMC 

135 

16.2 

222 

13.3 

180 

11.9 

Textron 

81 

19.1 

94 

16.9 

45 

17.8 

Eastern  Gas  &  Fuel 

136 

16.1 

380 

9.7 

405 

7.2 

GAC 

82 

19.1 

49 

20.5 

ft^ 

Vornado 

137 

16.1 

342 

10.6 

227 

10.8 

Penney,  J  C 

83 

19.0 

72 

18.6 

37 

18.5 

Purex 

138 

16.1 

111 

16.2 

107 

14.1 

••Not  available,     def— Deficit. 

FORBES,  JANUARY  1,  1970 


45 


Who's  Where  in  Profitability 


5-Year 

Latest  12-Month 

5-Year  Return 

5-Year 

Latest  12-M"nth 

S-Year  Return 

Return  on  Equity 

Return  on  Equity 

on  Total  Capital 

Return  on  Equity 

Return  on  Equity 

on  Total  Capital 

Per- 

Per- 

Per- 

Per- 

Per- 

Per- 

Company 

Rank 

cent 

Rank 

cent 

Rank 

cent 

Company 
Ogden 

Rank 
194 

cent 
14.5 

Rank 

191 

cent 

13,9 

Rank 
206  ' 

cent 

Pitnew  Bowes 

139 

16.0 

173 

14.2 

96 

14.5 

■  'J 
8.1^ 

Brown  Shoe 

140 

16.0 

162 

14.4 

90 

14.6 

Amer  Machine  &  Fdry 

195 

14.5 

73 

18,3 

365 

General  Electric 

140 

16.0 

143 

14.9 

125 

13.1 

Libbey-Owens-Ford 

196 

14.4 

212 

13,5 

103 

11.2| 

Rohr  Corp 

142 
143 

16.0 
16.0 

58 
17 

19.3 
26.3 

136 
232 

12.9 

Ralston  Purina 

197 

14.4 

137 

15,2 

211 

Fedders                     % 

10.8 

American  Enka 

198 

14.4 

115 

16,0 

158 

12.4 

Burroughs 

144 

16.0 

84 

17.4 

196 

11.5 

Kerr-McGee 

•    199 

14.4 

304 

11,4 

242 

10.5 

Abbott  Laboratories 

145 

15.9 

127 

15.6 

92 

14.6 

Pan  Amer  World  Air 

200 

14.4 

563 

0,7 

386 

7.7 

Eaton  Yale  &  Towne 

146 

15.9 

104 

16.4 

113 

13.9 

Safeway  Stores 
Texas  Utilities 

201 
202 

14.3 
14.3 

250 
186 

12.5 
14.0 

149 
408 

12.6 

Times  Mirror 

146 

15.9 

120 

15.8 

143 

12.7 

7.2 

Hershey  Foods 

148 

15.9 

405 

9.2 

89 

14.7 

Standard  Oil  Ohio 

203 

14.2 

175 

14.2 

159 

12.4 

Metromedia 

148 

15.9 

461 

7.9 

363 

8.1 

McGraw-Edison 

204 

14.2 

242 

12.7 

109 

14.1 

Avco 

150 

15.8 

203 

13.6 

289 

9.6 

Kresge,  S  S 

205 

14.1 

89 

17.1 

184 

11.8 

Amer  Hospital  Supply 

151 

15.8 

255 

12.4 

91 

14.6 

White  Motor 

205 

14.1 

345 

10.5 

168 

12.1 

Thrifty  Drug 

151 

15.8 

218 

13.3 

120 

13.5 

Campbell  Taggart 

207 

14.1 

253 

12.b 

130 

13.0 

Inmont 

153 

15.7 

340 

10.6 

214 

11.2 

Boeing 

208 

14.1 

540 

3.6 

217 

11.0 

Johnson  &  Johnson 

154 

15.6 

96 

16.9 

78 

15.3 

Honeywell 
National  Can 

209 
210 

14.1 
14.1 

164 
108 

14.4 
16,3 

278 
192 

10.0 

Diamond  IntI 

155 

15.6 

190 

14.0 

119 

13.7 

11.6 

Consolidated  Foods 

156 

15.6 

125 

15.6 

142 

12,8 

Vons  Grocery 

210 

14.1 

391 

9,5 

150 

12.5 

Hercules 

157 

15.6 

239 

12.8 

145 

12,7 

Kay-er-Roth 

212 

14.0 

149 

14,7 

285 

9.8 

Dana  Corp 

158 

15.5 

160 

14,5 

97 

14.4 

Harris  Intertype 

213 

14.0 

128 

15,6 

162 

12.^ 

Hart  Schaffner  &  Marx 

158 

15.5 

221 

13.3 

100 

14.3 

ACF  Industries 

214 

14.0 

296 

11.5 

337 

8.^ 

Timken  Roller 

160 

15.5 

305 

11.3 

76 

15.5 

American  Cyanamid 

215 

14.0 

224 

13.3 

165 

12.2" 

Foremost  McKesson 

161 

15.5 

119 

15.9 

321 

8.9 

Kaiser  Steel 

215 

14.0 

363 

10.1 

416 

im 

Sundstrand 

161 

15.5 

323 

10.9 

132 

13.0 

Grolier 

217 

14.0 

226 

13.2 

441 

6-5J 

CPC  International 

163 

15.4 

154 

14.5 

162 

12.3 

Kidde  Waiter 

218 

13.9 

79 

17,6 

129 

13.0' 

Anheuser-Busch 

164 

15.4 

207 

13.6 

205 

11.4 

Chrysler 

219 

13.9 

385 

9,6 

199 

ii.r 

Federated  Dept  Stores 

165 

15.4 

178 

14.2 

117 

13.7 

Georgia-Pacific 

219 

13.9 

154 

14,5 

347 

8.3 

Southern  Natural  Gas 

166 

15.3 

165 

14.4 

30S 

9.2 

Squibb  Beech-Nut 
Western  Air  Lines 

219 
222 

13,9 
13,9 

193 

564 

139 

def. 

152 
342 

12.5 

Household  Finance 

167 

15.3 

165 

14.4 

423 

6.8 

8.4 

American  Airlines 

168 

15.3 

505 

6.5 

447 

6.4 

Jewel  Companies 

223 

13.9 

197 

13.8 

295 

9.5 

Richardson  Merrell 

168 

15.3 

112 

16.2 

80 

15.2 

Lear  Siegler 

223 

13.9 

180 

14.1 

166 

12.2 

General  Mills 

170 

15.3 

151 

14.6 

190 

11.7 

Mercantile  Stores 

225 

13,9 

156 

14.5 

192 

11.6 

Carnation 

171 

15.2 

153 

14.5 

176 

12.0 

Shell  Oil 

226 

13.8 

294 

116 

195 

11.6 

Beatrice  Foods 

172 

15.2 

118 

15.9 

79 

15.2 

Cyprus  Mines 

227 

13.8 

146 

14.9 

135 

12.9 

Howard  Johnson 

173 

15.1 

299 

11.5 

120 

13.5 

Hiram  Walker 

228 

13.8 

165 

14.4 

116 

13.8 

National  Lead 

173 

15.1 

198 

13.8 

126 

13.1 

Weyerhaeuser 
General  Tel  &  Elec 

229 
230 

13.7 
13.7 

97 
252 

16.8 
12.5 

173 
415 

12.0 

City  Investing 

175 

15.1 

366 

10.0 

144 

12.7 

7.0 

Pabst  Brewing 

176 

15.0 

177 

14.2 

112 

13.9 

Cluett  Peabody 

231 

13.7 

245 

12,7 

228 

10.8 

Beech  Aircraft 

177 

15.0 

544 

3.4 

82 

15.0 

Associated  Dry  Goods 

232 

13.6 

273 

12,0 

235 

10.7 

Cincinnati  Milling 

177 
179 

15.0 
15.0 

257 
232 

12.3 
13.0 

164 
140 

12.2 
12.8 

Evans  Products 

233 

13.6 

172 

14,3 

334 

8.6 

Dresser  Industries 

Outboard  Marine 

234 

13,6 

208 

13,5 

184 

11.8 

Ward  Foods 

180 

14.9 

137 

15.2 

272 

10.1 

Burlington  Inds 

235 

13,6 

266 

12.1 

272 

10.1 

AddressographMult 

181 

14.9 

140 

15.0 

114 

13.8 

Cummins  Engine 

236 

13,5 

130 

15,4 

288 

9.6 

McDonnell  Douglas 

182 

14.9 

9 

28.1 

209 

11.3 

Rockwell  Mfg 
American  Brands 

236 
238 

13,5 
13.5 

272 
210 

12,0 
13,5 

200 
189 

11.5 

General  Dynamics 

183 

14.9 

543 

3.4 

289 

9.6 

11.7 

Sears,  Roebuck 

183 

14.9 

203 

13.6 

130 

13.0 

Trans  World  Air 

239 

13.5 

520 

5,7 

443 

6.5 

Texas  Eastern  Trans 

183 

14.9 

92 

17.0 

483 

5.8 

Stauffer  Chemical 

240 

13.4 

285 

11,7 

225 

10.9 

Dart  Industries 

136 

14.9 

182 

14.1 

180 

11.9 

United  Utilities 

240 

13.4 

216 

13,4 

373 

7.9 

Ex-Celi-0 

187 

14.8 

236 

12,9 

132 

13.0 

Continental  Can 

242 

13.4 

206 

13,6 

274 

10.0 

Standard  Brar  ;: 

'88 

14.7 

148 

14.8 

151 

12.5 

Northrop 

242 

13.4 

131 

15,4 

233 

10.8 

Giant  Food 

i89 

i4.7 

208 

13.5 

238 

10.6 

Bank  of  America 

244 

13.4 

161 

14.4 

122 

13.4 

Walgreen 

"W 

14.7 

194 

13.9 

174 

12.0 

CIT  Financial 

244 

13.4 

235 

12,9 

501 

5.3 

'•''-rstate  Dept  Sto^ 

14.6 

215 

13.4 

134 

12.9 

Eagle-Picher 

246 

13.3 

171 

14,3 

265 

10.1 

s  Dodge 

X^l 

14.6 

98 

16.8 

95 

14.5 

Goodyear  Tire 

246 

13.3 

205 

13,6 

245 

10.5 

^ical 

193 

14.5 

152 

14.6 

235 

10.7 

Raytheon 

248 

13.3 

140 

15.0 

174 

12.0 
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Who's  Where  in  Profitability 


5-Year 
Return  on  Equity 


Latest  12-Month 
Return  on  Equity 


Mayer,  Oscar 
Bankers  Trust 
Owens-Illinois 
Firestone  Tire 


293 
294 
295 
296 


12.4 
12.4 
12.4 
12.4 


188 
276 
264 
270 


14.0 
11.9 
12.2 

12.0 


Joy  Mfg 

Colgate-Palmolive 
Peoples  Gas 
Union  Electric 


296  12.4 

298  12.4 

298  12.4 

298  12.4 


297 
249 
262 
317 


11.5 
12.6 
12.2 
11.0 


5-Year  Return 
on  Total  Capital 


Per- 

Per- 

Per- 

Company 

Rank 

cent 

Rank 

cent 

Rank 

cent 

Marine  Midland 

249 

13.3 

136 

15.2 

233 

10.8 

CuNOil 

250 

13.3 

217 

13.4 

202 

11.5 

Genesco 

251 

13.3 

301 

11.4 

247 

10.5 

Gimbei  Brothers 

252 

13.2 

2C0 

12.2 

254 

10.3 

Combustion  Engine 

253 

13.1 

351 

10.4 

166 

12.2 

Krager 

253 

131 

220 

13.3 

279 

10.0 

Mnpex 

255 

13.1 

300 

11.4 

315 

9.0 

Cerro 

256 

13.1 

357 

10.3 

157 

12.4 

Hoover 

257 

13.0 

237 

12.8 

161 

12.3 

Marathon  Oil 

258 

13.0 

211 

13.5 

224 

10.9 

Campbell  Soup 

259 

13.0 

227 

13.2 

137 

12.9 

Celanese 

259 

13.0 

158 

14.5 

429 

6.8 

Macy.RH 

261 

130 

233 

12.9 

380 

7.9 

Parke  Davis 

262 

13.0 

374 

9.9 

152 

12.5 

Pittston 

263 

129 

238 

128 

361 

8.2 

Colonial  Stores 

264 

129 

295 

11  6 

280 

9.9 

Universal  Oil 

265 

12.9 

438 

8.4 

262 

10.2 

Araer  Electric  Power 

266 

12.9 

228 

13.1 

454 

6.3 

General  Tire 

267 

12.9 

393 

9.5 

309 

9.2 

Kraftco 

268 

12.8 

277 

11.9 

223 

10.9 

Union  Carbide 

268 

12.8 

347 

104 

283 

9.9 

Standard  Oil  N  J 

270 

12.7 

263 

122 

192 

11.6 

Public  Serv  Electric 

271 

12.7 

246 

12.6 

477 

5.9 

Donnelley,  R  R 

272 

12.7 

317 

110 

197 

11.5 

United  Aircraft 

272 

12.7 

335 

107 

259 

10.3 

UAL  Inc 

274 

12.7 

460 

79 

451 

6.4 

Kennecott  Copper 

275 

12.7 

120 

15.8 

188 

11.7 

Grinnell 

276 

126 

398 

9.3 

160 

12.3 

Baltimore  Gas  &  Elec 

277 

12.6 

202 

13.6 

441 

6.5 

Northern  States  Power 

277 

12.6 

265 

12.1 

478 

5.9 

Fairchild  Hiller 

279 

12.6 

88 

17.2 

203 

11.4 

Quaker  Oats 

280 

12.5 

199 

13.8 

204 

11.4 

Northern  Illinois  Gas 

281 

12.6 

286 

11.7 

394 

7.5 

Schlumberger 

282 

12.6 

179 

14.1 

177 

11.9 

Stop  &  Shop 

283 

12.6 

230 

13.0 

426 

6.8 

Tenneco 

284 

12.5 

212 

13.5 

457 

6.2 

Federal-Mogul 

285 

12.5 

329 

10.8 

182 

11.8 

Rohm  &  Haas 

285 

12.5 

324 

10.9 

156 

12.5 

Revere  Copper 

287 

12.5 

483 

7.4 

339 

8.5 

Long  Island  Lighting 

288 

12.5 

254 

12.4 

468 

6.1 

Boise  Ca. cade  289  12.5  117  16.0  307  9.2 

Cfocker  National  290  12.5  201  13.7  299  9.3 

Jim  Waiter  290  12.5  163  14.4  335  8.5 

North  Amer  Rockwell  292  12.5  440  8.4  186  11.8 


171 
250 
396 
249 


210 
251 
412 
481 


12.1 

10.4 

7.5 

10.4 


11.3 

10.4 

7.2 

58 


UniversalLeaf  Tobacco      301       12  3  338       10.7  178       11.9 

Commonwealth  Edi-on       302       12.3  274       1210  427         6.8 

Security  Pacific  303       12.2  200       13.8  170       12.1 


5-Year 
Return  on  Equity 


Latest  12-Month 
Return  on  Equity 


Spartans  Inds 
ELTRA 

Bell  &  Howell 
Sperry  Rand 


323 
325 
326 
327 


12.0 
11.9 
11.9 
11.8 


229 
266 
301 
284 


13.1 
12.1 
11.4 
11.8 


IntI  Tel  &  Tel 
Chemetron 
American  General 
Chase  Manhattan 


328 
329 
330 
331 


11.8 
11.8 
11.7 
11.7 


278 
496 
269 
244 


11.9 

7.1 

12.1 

12.7 


Franklin  Life  Ins 
American  Can 
Otis  Elevator 
Central  Soya 


340 
341 
341 
343 


11.5 
11.5 
11.5 
11,4 


325 
359 
354 
350 


10.9 
10.2 
10.3 
10.4 


5-Year  Return 
on  Total  Capital 


Per- 

Per- 

Per- 

Company 

Rank 

cent 

Rank 

cent 

Rank 

cent 

Ford  Motor 

304 

12.2 

298 

11.5 

228 

10,8 

Carrier 

305 

12.2 

334 

10.8 

303 

9,3 

Union  Camp 

306 

12.2 

266 

12.1 

326 

8.8 

Armstrong  Cork 

307 

12,1 

327 

10.8 

179 

11.9 

Fruehauf 

308 

12.1 

259 

12.3 

314 

9.0 

General  Amer  Trans 

309 

12.1 

321 

11.0 

464 

6.1 

Marshall  Field 

310 

12.1 

306 

11.3 

240 

10.6 

Standard  Oil  Ca! 

311 

12.1 

337 

10.7 

215 

11.1 

Interco 

312 

12.1 

242 

12.7 

282 

9.9 

Duke  Power 

313 

12.1 

282 

11.8 

450 

6.4 

Broadway-Hale 

314 

12.1 

330 

10.8 

243 

10.5 

Central  &  Southwest 

315 

12.0 

256 

12.3 

424 

6.8 

Martin  Marietta 

315 

12,0 

224 

13.3 

296 

9.5 

Scott  Paper 

315 

12.0 

290 

11.6 

265 

10.1 

Allegheny  Ludlum 

318 

12.0 

482 

7.4 

277 

10.0 

Union  Oil  of  Calif 

318 

12.0 

336 

10.0 

312 

9.1 

Virginia  Electric  318  12.0  312  11.1  456  6,2 

First  Natl  City  321  12,0  247  12.6  265  10.1 

Kaiser  Aluminum  322  12.0  333  10.8  437  6,7 

Crowell  Collier  Macm  323  12.0  432  8.5  255  10.3 


303  9.3 

211  11.2 

284  9.9 

317  8.9 


269 
337 
187 
265 


198 
370 
226 
301 


10.1 

8.5 

11.7 

10.1 


219 

11,0 

422 

6,9 

191 

11.6 

367 

8.1 

Chicago  Bridge  &  Iron  332  11.7  414  9.0 

Florida  Power  &  Light  333  11.7  289  11.7 

Conill  334  11.6  292  11.6 

SCOA  Industries  334  11.6  231  13.0 


Del  Monte  336  11.6  368  10.0  299  9.3 

North  Amer  Philips  337  11.6  314  11.1  218  11.0 

Mfr^  Hanover  Trust  338  11.6  239  12.8  208  11,3 

Grand  Union  339  11,6  309  11,2  281  9.9 


11.5 
8.0 

10.9 
9,3 


Westinghouse  Electric  344  11,4  301  11,4  308  9.2 

Ccllins  Radio  345  11.4  503  6.6  374  7.9 

Singer  346  11.4  280  11,9  310  9.2 

Western  Bancorp  347  11,4  180  14.1  270  10.1 

Schlitz  Brewing  348  11.3  234  12.9  245  10.5 

Super  Food  Services  349  11.3  341  10,6  434  6.7 

Chemical  Bank  350  11.3  261  12.2  221  11,0 

Sun  Oil  351  11.3  370  9.9  297  9.4 

Scovill  352  11.3  287  11.7  253  10.4 

Philadelphia  Electric  353  11.3  349  10.4  484  5.8 

Northeast  Utilities  354  11.3  326  10.9  474  6.0 

Provident  Life  354  11.3  311  11.1  237  10.7 

Pillsbury  356  11.2  283  11.8  319  8.9 

Twentieth  Century-Fox  357  11.2  564  def.  346  8,4 

Johns  Manville  358  11.2  258  12.3  211  11.2 


def.— Deficit. 
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Who's  Where  in  Profitability 


5-year 

Latest  12-Month 

5-Year  Return 

5-Year 

Latest  12-Month 

5-Year 

Return 

Return  on  Equity 

Return  on  Equity 

on  Total  Capital 

Return  or 

1  Equity 

Return  on  Equity 

on  Total  Capital 

Per- 

Per- 

Per- 

Per- 

Per- 

Per- 

Company 

Rank 

cent 

Rank 

cent 

Rank 

cent 

Company 
Armco  Steel 

Rank 

414 

cent 

9.9 

Rank 

415 

cent 

9.0 

Rank 

370 

cent 

Monsanto 

359 

11.1 

362 

10.1 

366 

8.1 

8.0 

Pacific  Gas  &  Elec 

360 

11.1 

319 

11.0 

485 

5.7 

MCA 

415 

9.9 

559 

1.3 

351 

8.3 

Air  Reduction 

361 

11.1 

417 

9.0 

421 

6.9 

Deere  &  Co 

41^ 

9.9 

461 

7.9 

368 

8.0 

Continental  Oil 

361 

11.1 

331 

10.8 

305 

9.3 

Grace,  W  R 

417 

9.9 

481 

7.4 

400 

7.4 

Crum  &  Foster 

363 

11.1 

411 

9.1 

216 

11.1 

Southern  Co 

417 

9.9 

383 

9.6 

506 

5.1 

Diamond  Shamrock 

364 

11.0 

450 

8.1 

323 

8.8 

Dravo 

•419 

9.8 

377 

9.7 

361 

8.2 

Amer  Natural  Gas 

365 

11.0 

391 

9.5 

491 

5.6 

Sherwin-Williams 

420 

9.8 

437 

8.4 

302 

9.3 

Columbia  Gas 

366 

11.0 

319 

11.0 

455 

6.3 

Westvaco 

421 

9.8 

421 

8.8 

405 

7.2 

Pennwalt 

367 

11.0 

396 

9.3 

289 

9.6 

Hilton  Hotels 

422 

9.8 

188 

14.0 

485 

5.7 

Bendix  Corp. 

368 

10.9 

307 

11.3 

222 

10.9 

Goodrich,  B  F 

423 

9.7 

472 

7.6 

403 

7.3 

Case,  J 1 

370 

10.9 

564 

def. 

482 

5.8 

Allied  Chemical 

424 

9.7 

478 

7.5 

409 

7.2 

Case,  J 1 

370 

10.9 

564 

def. 

482 

5.8 

Kimberly-Clark 
Natl  Cash  Register 

424 
424 

9.7 
9.7 

378 
475 

9.7 
7.5 

364 
345 

8.1 
8.4 

Cities  Service 

371 

10.9 

364 

10.1 

330 

8.6 

Gen  Public  Utilities 

371 

10.9 

370 

9.9 

510 

4.9 

Standard  Oil  Ind 

424 

9.7 

344 

10.5 

328 

8.7 

Crown  Zellerbach 

373 

10.9 

345 

10.5 

377 

7.9 

International  Paper 

428 

9.7 

355 

10.3 

317 

8.9 

Hammermill  Paper 

374 
375 

10.9 
10.9 

399 
352 

9.3 
10.4 

358 
475 

8.2 

5.9 

National  Distillers 

429 

9.7 

446 

8.2 

445 

6.4 

Alcan  Aluminium 

Allied  Stores 

430 

9.6 

429 

8.6 

489 

5.6 

American  Broadcasting 

376 

10.8 

335 

10.7 

379 

7.9 

Glen  Alden 

431 

9.6 

248 

12.6 

401 

7.3 

U  S  Plywood-Champion 

377 

10.8 

275 

12.0 

381 

7.8 

Bemis 

432 

9.6 

435 

8.4 

344 

8.4 

Safeco 

378 

10.8 

438 

8.4 

231 

10.8 

American  Tel  &  Tel 

433 

9.5 

395 

9.3 

413 

7.1 

Olin  Corp 

379 

10.7 

411 

9.1 

407 

7.2 

Sunbeam 

433 

9.5 

442 

8.3 

316 

9.0 

Morgan,  J  P 

380 

10.7 

290 

11.6 

255 

10.3 

El  Paso  Natural  Gas 

435 

9.5 

394 

9.4 

519 

4.6 

Alcoa 

381 

10.7 

322 

11.0 

432 

6.8 

Phillips  Petroleum 

436 

9.5 

493 

7.1 

391 

7.6 

Hormel,  Geo  A 

382 

10.6 

82 

17.5 

252 

10.4 

Borden 

437 

9.5 

473 

7.6 

351 

8.3 

Uniroyal 

383 

10.6 

328 

10.8 

354 

8.3 

SCM 

438 

9.5 

387 

9.6 

321 

8.9 

Northern  Natural  Gas 

384 

10.6 

387 

9.6 

471 

6.0 

New  England  Electric 

439 

9.4 

402 

9.2 

521 

4.5 

United  Merch  &  Mfrs 

384 

10.6 

347 

10.4 

348 

8.3 

Massey  Ferguson 

440 

9.4 

457 

8.0 

377 

7.9 

Midland-Ross 

386 

10.6 

417 

9.0 

255 

10.3 

Columbia  Pictures 

441 

9.3 

477 

7.5 

452 

6.3 

Niagara  Mohawk  Power 

387 

10.5 

409 

9.1 

511 

4.9 

Inland  Steel 

442 

9.3 

485 

7.3 

383 

7.7 

Wells  Fargo 

387 

10.5 

288 

11.7 

327 

8.7 

Metro-Goldwyn-Mayer 

443 

9.2 

564 

def. 

349 

83 

Thriftimart 

389 

10.5 

422 

8.7 

383 

7.7 

Stevens,  J  P 

443 

9.2 

453 

8.1 

402 

7.3 

American  Sugar 

390 

10.5 

464 

7.8 

445 

6.4 

Signal  Companies 

445 

9.2 

410 

9.1 

340 

8.5 

Amsted  Industries 

391 

10.5 

454 

8.1 

244 

10.5 

Staley  Mfg 

446 

9.2 

422 

8.7 

332 

8.6 

National  Steel 

392 

10.5 

380 

9.7 

325 

8.8 

Anaconda 

447 

9.1 

399 

9.3 

355 

8.3  , 

Owens-Corning 

392 

10.5 

382 

9.6 

343 

8.4 

Pacific  Lighting 

448 

9.0 

419 

8.8 

490 

5.61 

West  Point-Pepperell 

394 
395 

10.5 
10.4 

505 
331 

6.5 
10.8 

255 
298 

10.3 
9.4 

United  Fruit 

449 

9.0 

386 

9.6 

319 

8.9  3 

Mobil  Oil 

Allied  Supermarkets 

450 

8.9 

540 

3.6 

411 

7.2 

General  Instrument 

396 

10.3 

539 

3.8 

286 

9.7 

Consol  Natural  Gas 

451 

8.9 

464 

7.8 

461 

6.1 

Woolworth,  F  W 

397 

10.3 

408 

9.1 

340 

8.5 

Fairchild  Camera 

452 

8.8 

564 

def. 

460 

6.2' 

Consumers  Power 

398 

10.3 

419 

8.8 

463 

6.1 

Smith,  A  0 

453 

8.8 

316 

11.0 

398 

7.4 

Middle  South  Utilities 

399 

10.2 

358 

10.2 

498 

5.4 

Lincoln  National 

454 

8.8 

431 

8.6 

323 

.3 

8.8 

May  Dept.  Store-. 

400 

10.2 

471 

7.6 

386 

7.7 

Gould 

455 

8.8 

404 

9.2 

359 

8.2 

Southern  Cal  Edison 

400 

10.2 

403 

9.2 

493 

5.5 

Connecticut  General 

456 

8.8 

376 

9.8 

395 

7.5 

Babcock  &  Wilcox 

402 

10.2 

547 

3.2 

287 

9.7 

Reynolds  Metals 
CNA  Financial 

456 
458 

8.8 
8.8 

468 
443 

7.7 
8.3 

499 

5.4 

09 

Pullman 

403 

10.2 

389 

9.5 

310 

9.2 

Rettj  Gii 

404 

10.2 

454 

8.1 

355 

8.3 

Lone  Star  Cement 

459 

8.7 

384 

9.6 

430 

6.8 

Ho!;-.     ■' 

405 

10.1 

310 

11.2 

372 

8.0 

Republic  Steel 

460 

8.7 

501 

6.7 

419 

7.0 

¥■(■ 

■05 

10.1 

372 

9.9 

332 

8.6 

NLTCorp 
Bethlehem  Steel 

461 
462 

8.7 
8.7 

429 
446 

8.6 
8.2 

328 
388 

8.7 
7.7 

Detroit  Etiisor. 

•i;.. 

10.1 

415 

9.0 

471 

6.0 

Borg-Warne< 

'  '  *.'  "^ 

10.1 

365 

10.1 

293 

9.5 

Fairmont  Foods 

463 

8.7 

452 

8.1 

385 

7.7 

Cannon  Mills 

■-i 

10.1 

436 

8.4 

276 

10.0 

Distillers  Corp 

464 

8.6 

425 

8.7 

420 

7.0 

American  r.xpfe-: 

•  f ; 

10.1 

292 

11.6 

270 

10.1 

Murphy,  G  C 

465 

8.6 

433 

8.5 

376 

7.9 

First  Chii::";:^  -"orn 

■;.0 

390 

9.5 

274 

10.0 

IntlMin&Chem 

466 

8.5 

564 

def. 

476 

^\ 

Food  F.; 

ro 

375 

9.8 

417 

7.0 

PPG  Industries 

467 

8.5 

445 

8.2 

397 

^•i 

Transamt 

(.0 

313 

111 

336 

8.5 

Con  Edison 

468 

8.5 

441 

8.4 

521 

i 

"Not  availabi 

i 
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Who's  Where  in  Profitability 


5-Year 

Latest  12-Month 

5  Year 

Return 

5-Year 

Latest  12-Monfh 

5Year 

Return 

r 

Return  on 

Equity 

Return  or 

Equity 

on  Total  Capital 

Return  or 

Equity 

Return  on  Equity 

on  Total  Capital 

Per- 

Per- 

Per- 

Per- 

Per- 

Per- 

Company 

Rank 

cent 

Rank 

cent 

Rank 

cent 

Company 

Rank 

cent 

Rank 

cent 

Rank 

cent 

Mead  Corp 

468 

8.5 

446 

8.2 

410 

7.2 

Western  Union 

523 

5.5 

507 

6.5 

523 

4.5 

Kaiser  Industries 

470 

8.5 

502 

6.7 

433 

6.7 

Cone  Mills 

525 

5.5 

552 

2.7 

508 

5.1 

US  Gypsum 

470 

8.5 

461 

7.9 

369 

8.0 

Mi:souri  Pacific 

526 

5.4 

529 

4.7 

536 

2.9 

Stokely-Van  Camp 
Great  A  &  P  Tea 

472 
473 

8.4 
8.4 

526 
484 

5.1 

7.4 

418 
359 

7.0 

8.2 

Santa  Fe  Inds 

527 

5.4 

513 

6,3 

517 

4,7 

American  Bakeries 

528 

5.3 

564 

def. 

524 

4.4 

Pet 

474 

8.4 

379 

9.7 

393 

7.6 

Louisville  &  Nashville 

529 

5.2 

524 

5,5 

528 

3.8 

Norton 

475 

8.4 

474 

7.6 

374 

7.9 

Budd 

530 

5.0 

491 

7,2 

520 

4.5 

General  Cigar 

476 

8.3 

434 

8.5 

507 

5.1 

A.iderson  Clayton 
Swift 

531 
532 

4.8 
4.8 

542 
527 

3.5 
5.1 

525 
525 

4.2 
4.2 

Jefferson  Pilot 

477 

8.3 

479 

7.5 

351 

8.3 

St  Paul  Companies 

478 

8.3 

443 

8.3 

355 

8.3 

INA                            1 

533 

4.6 

521 

5.7 

518 

4.6 

Foster  Wheeler 

479 

8.2 

458 

8.0 

392 

7.6 

Marcor                        S' 

533 

4,6 

493 

7.1 

530 

3.5 

Koppers 

Norfolk  &  Western 

480 
480 

8.2 
8.2 

373 
489 

9.9 

7.2 

440 
464 

6.6 
6.1 

Brunrwick                   ^' 

535 

4.6 

475 

7.5 

'   532 

3.3 

Springs  Mills 

536 

4.4 

557 

2.4 

533 

3.3 

DiGiorgio 

482 

8.2 

360 

10.2 

436 

6.7 

Great  Nsrthcrn  Ry 

537 

4.1 

537 

4.0 

529 

3.5 

IntI  Harvester 

483 

8.2 

516 

6.1 

413 

7.1 

Archer-Daniels-Mid 

538 

3.9 

536 

4.0 

531 

3.4 

Castle  &  Cooke 

484 

8.1 

397 

9.3 

403 

7.3 

Seaboard  Coast  Line 

539 

3.8 

530 

4.7 

533 

3.3 

Gamble-Skogmo 

485 

8.0 

470 

7.6 

480 

5,9 

Northern  Pacific 

540 

3.6 

556 

2.4 

535 

3.0 

Havatampa  Cigar 

486 

7.9 

467 

7.7 

388 

7.7 

Kygrade  Food 

541 

3.4 

535 

4.2 

541 

2.2 

St  Regis  Paper 

486 

7.9 

451 

8.1 

449 

6,4 

Aliis-Chalmers 

542 

3.0 

564 

def. 

537 

2.9 

National  Tea 

488 

7.9 

492 

7.2 

439 

6.6 

Libby  McNeil  &  Libby 
Comsat 

543 
544 

2,9 
2.8 

564 
550 

def. 
3.1 

539 
538 

2.6 
2.8 

Cudahy 

489 

7.9 

339 

10.7 

458 

6.2 

Arden-Mayfair 

490 

7.8 

533 

4.5 

514 

4.7 

Penn  Central 

545 

2.4 

558 

1.9 

540 

2.4 

GAF 

490 

7.8 

510 

6.3 

430 

6.8 

Bcnack 

546 

2.3 

504 

6.6 

542 

2.1 

Liggett  &  Myers 
USM 

492 

493 

7.8 
7.7 

449 

459 

8.2 

7.9 

390 

382 

7.7 
7.8 

Chicago  Mil  St  Paul 

547 

1.6 

564 

def. 

543 

2.0 

American  Motors 

548 

1,2 

553 

2.6 

545 

1.2 

Armour 

494 

7.7 

428 

8.6 

488 

5.7 

First  Natl  Stores 

549 

1,2 

554 

2.5 

546 

1.2 

Interlake  Steel 

495 

7.7 

487 

73 

444 

6.4 

Wheeling  Pittsburgh 

550 

1.1 

564 

def. 

544 

1.3 

Potlatcti  Forests 

496 

7.5 

406 

9.2 

468 

6.1 

Northeast  Airlines 

551 

def. 

564 

def. 

548 

def. 

Dan  River  Mills 

497 

7.4 

545 

3.2 

438 

6.6 

Rath  Packing 

551 

del. 

560 

1.1 

548 

def. 

IntI  Milling 

498 

7.3 

469 

7.7 

495 

5.5 

Alexanders                  ,, 

■".'■  * 

61 

19.2 

** 

Crane 

499 

7.2 

516 

6.1 

478 

5.9 

Amerada  Hess             * 

'-- 

4 

29.7 

«» 

American  National 

500 

6.8 

509 

6.4 

427 

6.8 

AMK 

r* 

6 

29.4 

*♦ 

U  S  Fidelity 

501 

6.7 

495 

7.1 

435 

6.7 

Atlantic  Richfield         | 

t^ 

401 

9.3 

«• 

Newberry,  J  J 

502 

6.7 

490 

7.2 

504 

5.2 

Ban.oor  Punta 

^^S 

497 

7.1 

** 

Flintkote 

503 

66 

514 

6.2 

504 

5.2 

Bunker-Ramo 

:;i» 

411 

9.1 

** 

Union  Pacific 

503 

6.6 

511 

6.3 

470 

6.0 

Colt  Industries 

** 

343 

10.6 

*:> 

National  Gypsum 

505 

6.6 

498 

7.0 

464 

6.1 

Continental  Corp 

CiO 

518 

6.0 

«« 

U  S  Steel 

505 

6.6 

523 

5.6 

493 

5.5 

Control  Data               ^ 

»V-*f 

i:;? 

407 

9.2 

** 

City  Stores 

507 

6.5 

531 

4.5 

500 

5.4 

Dillingham                  | 

lHI^ 

*« 

368 

10.0 

** 

American  Standard 

508 

6.5 

488 

7.3 

St 

Federal  Natl  Mortgage  '* 
Fuqua  Industries 

t.if 

454 
108 

8,1 
16.3 

«* 
** 

Travelers 

509 

6.4 

528 

4.8 

447 

6.4 

Lowenstein,  M 

510 

6.4 

499 

7.0 

511 

4.9 

Great  Western  United 

■^t- 

550 

3.1 

«:>:: 

Chubb 

511 

6.4 

500 

6.7 

453 

6.3 

Holiday  Inns 

** 

196 

13.9 

** 

Curtiss-Wright 
Jones  &  Laughlin 

511 
513 

6.4 

6.2 

479 
546 

7.5 
3.2 

458 
495 

6.2 
5.5 

Illinois  Central 

^?* 

538 

3,9 

«S 

l-T-E  Imperial 

S* 

280 

11,9 

*S 

Acme  Markets 

514 

6.1 

508 

6.4 

492 

5.5 

Kinney  Natl  Service 

ft:;: 

Aetna  Life  &  Casualty 

514 

6.1 

534 

4.4 

462 

6.1 

Leacco  Data  Processing 

=.* 

61 

19.2 

«« 

Hartford  Fire  Ins 

516 

6.1 

486 

7.3 

464 

6.1 

Lykes  YoungstovKn 
National  Industries 

*:? 

464 

7.8 

9* 

Morrison-Knudsen 

517 

6.0 

525 

5,2 

497 

5.4 

Porter,  H  K 

518 

6.0 

549 

3,1 

509 

5.0 

Northwest  Industries 

:;:* 

548 

3.2 

** 

Southern  Railway 

519 

5.8 

511 

6.3 

5;5 

4.7 

Norton  Simon 

** 

182 

14.1 

*« 

Southern  Pacific 

520 

5.8 

522 

5.6 

515 

4.7 

Pennzoil  United 

-A'--"^ 

555 

2.5 

** 

McLouth  Steel 

521 

5.7 

562 

0.8 

502 

5.3 

Sybron 

^-4; 

241 

12.8 

** 

C  &  0/B  &  0  RR 

522 

5,6 

532 

4,5 

527 

3.9 

Texas  Gas  Trans 

<ii-. 

315 

11.1 

** 

Admiral 

523 

5.5 

519 

5.7 

503 

5.3 

Whittaker 

.., ... 

26 

24.3 

«e 

••Not  available,     def.- 

-Deficit. 
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The  Hughes  way. 


No  doubt  your  key  men  can 
endure  spine-jarring  trips  into  back 
country.  But  if  they  do  it  often,  what 
a  waste  of  valuable  man-hours. 

The  new  Hughes  500  hurdles  the 
roughest  terrain,  lands  where  you 
want  to  go. 

You  can  inspect  any  remote  job 
with  its  range  of  400  miles,  climb 
rate  of  1,720  feet  per  minute,  and 
service  ceiling  as  high  as  Mt.  Whit- 


ney. (And  Ry  in  weather  that  would 
ground  airplanes.j 

Think  how  much  time  five  men  can 
save  flying  point-to-point  at  1 50  mph. 

You'll  take  high-priority  loads, 
too.  Power  plants,  pumps,  two  55- 
gallon  drums.  Externally,  take  bulky 
pipe,  cable  reels  (Cap.:  1,450  lbs.). 

Options  include;  personnel  hoists, 
two-v.ay  landing  gear  (for  water  or 
l.inJ     I  argo  hook  system  and  sling. 

The  Hughes  500 

World  s  fastest  executive  helicopter. 


On  inter-city  trips,  the  500  pro- 
vides great  executive  transportation. 
Quickest  way  to  go,  on  trips  up  to 
500  miles.  Turbine-smooth.  So  quiet 
you  converse  instead  of  shouting. 

And  it's  coDibat-pyoven.  (Military 
version:  OH-6A  Cayuse.) 

Like  to  know  more?  For  free  bro- 
chure, please  write  to  Hughes  Tool 
Company,  Box  60688-L,  Terminal 
Annex,  Los  Angeles,  Calif.  90060. 


The  Coca-Cola 
Company  doesnTt 

keep  its  cash 


on  ice. 


When  it  comes  to  corporate  cash  surpluses, The 
Coca-Cola  Company  understands  that  no  deposit 
means  no  return. 

That's  why,  to  keep  corporate  cash  busy  earning 
money,  The  Coca-Cola  Company  frequently  comes 
to  Bankof  America.  The  owner  of  the  registered  trade 
mark  "Coke"  knows  there's  an  enormous  variety  of 
securities  available  from  the  bank  that  is  one  of  the 
top  municipal  bond  underwriters  in  the  nation  and 
that  handles  ^1.5  billion  in  investments  each  day. 
Top  this  with  the  fact  that  Bank  of  America  is  open 
for  business  three  extra  hours  after  banks  in  other 
parts  of  the  country  have  closed,  and  you  realize  that 
The  Coca-Cola  Company  can  have  time  as  well  as 
money  working  for  them. 

If  you're  beginning  to  think  that  your  corporate  cash 
might  be  able  to  work  harder,  receive  more  attention, 
or  be  put  to  more  knowledgeable  service,  why  not 
call  the  people  who  help  things  go  better  with  Coke? 


m 


NT&SA 


BANKOF  AMERICA^ 

BANK  INVESTMENT  SECURITIES  DIVISION 


San  Francisco  (415)  622-5680. Los  Angeles  (213)  683-4215 
New  York  Correspondent 
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Who's 

Where 

in 

Growth 


This  is  tlie  hot-shot  list,  where  the  one-\ear  wonders 
dominate  the  top  rankings.  Run  your  eye  over  the  first 
50  companies  or  so,  the  ones  that  show  annual  earnings- 
per-share  growth  of  20r^  and  up.  The  majority  of  them 
have  one  thing  in  common:  They'\e  produced  their  spec- 
tacular growth  records  by  making  lots  of  acquisitions  over 
a  relati\el\   short  period  of  time. 

The  question  is;  What  has  all  this  growth-by-acquisi- 
tion really  done  for  the  companies?  Has  it,  for  instance, 
made  them  reasonably  profitable?  Tliat's  the  rub.  A  few 
have  become  solid  mone\ makers,  but  most  have  not.  The 
way  to  spot  the  phonies  on  the  growth  list  is  to  go  back 
to  the  Who's  Where  in  Profitability  rankings  that  begin  on 
page  44  and  check  out  tlieir  percentage  returns.  Don't 
pay  too  much  attention  to  the  return  on  equity,  which 
is  apt  to  look  fairly  high.  That's  because  most  of  those 
companies  have  \ery  little  ecjuity.  They've  made  their 
acquisitions  by  going  deep  into  debt  and  by  passing  out 
stock.  So  check  their  return  on  total  capital. 

Some  of  the  top-ranking  companies  show  large  per- 
centage gains  in  sales  and  earnings  because  they  are 
figured  from  a  low  base.  Forbe.s  attempts  to  eliminate 
some  of  this  by  calculating  the  gains  from  a  three-year 
base  period,  196.3-65,  rather  than  for  just  one  year.  But 
Studebaker-Worthington  and  J.  J.  Newberry,  for  example, 
bgth  had  earnings  deficits  during  the  base  years.  Even 


with  a  three-year  base,  this  makes  their  subsequent  per- 
centage gains  appear  very  large. 

There  are,  to  be  sure,  a  few  solid  growth  companies 
near  the  top  of  the  rankings,  among  them  outfits  like 
AMP,  Xerox,  Polaroid  and  Magnavox.  The  first  three  are 
growing  at  around  25%  a  year  in  earnings  per  share  and 
the  fourth  at  about  20%,  mostly  as  a  result  of  internal 
expansion.  All  four  also  rank  very  high  in  profitability. 
By  and  large,  however,  one  must  look  farther  down 
on  the  list  to  find  many  of  the  true,  long-term  growth 
companies,  the  IBMs  and  the  Eastman  Kodaks. 

Another  thing  about  this  year's  Who's  Where  in  Gr<nvth 
rankings:  While  the  acquisition-minded  companies  still 
dominate  the  upper  rankings,  the  growth  rates  of  many 
of  them  are  a  good  deal  lower  than  they  were  a  year 
ago.  Whittaker  Corp.  ranked  No.  One  last  year  with  a 
187%  annual  increase  in  earnings;  this  year  it  ranks  17th, 
and  its  annual  rate  of  gain  has  fallen  to  36%.  J.  J.  New- 
berry, No.  Two  a  year  ago,  is  down  from  a  115%  rate  of 
gain  to  41%.  Leasco  Data  Processing  has  fallen  from  a 
97%  rate  to  40%,  White  Consolidated  Industries  from  93% 
to  59%,  Gulf  &  Western  from  53%  to  28%.  The  point  is, 
there  is  inevitably  a  .slowing  down  in  the  percentage  rate 
of  growth  that  can  be  maintained  by  acquisitions  alone 
as  a  company  grows  larger.  If  a  company  has  not  built 
up  a  solid  base  of  profitability  in  the  meantime,  it  can 
find  itself  in  serious  trouble. 

In  general,  the  best  advice  is  to  be  suspicious  of 
any  company  that  shows  a  five-year  earnings  growth 
rate  of  more  than  20%  a  year.  It  may  be  from  a  low  base 
and  therefore  be  distorted.  It  may  be  due  to  multiple 
acquisitions  with  no  real  benefits  in  profitability  return.  ■ 


5-Vear  Annual 

5-Year  Annual 

5-Year  Annual 

5-Year  Annual 

Earnings  Per  Share  Growth 

Sales  Growth 

Earnings  Per  Share  Growth 

Sales  Growth 

Company 

Rank 

Percent 

Rank 

Percent 

Company 

Rank 

Percent 

Rank 

Percent 

Studebaker-Worttiington 

1 

106.7 

69 

20.0 

Leasco  Data  Processing 

11 

40.6 

14 

43.0 

U  S  Industries 

2 

76.4 

10 

53.9 

Rapid-American 

12 

39.8 

39 

25.5 

Kaiser  Industries 

3 

73.3 

181 

13.3 

Norris  Industries 

13 

38.9 

20 

36.4 

City  Investing 

4 
5 

607 
59,5 

1 
4 

112.9 
79.9 

New  York  Times 

14 

38.2 

184 

13.1 

White  Consolidated 

United  Fruit 

15 

38.1 

285 

10.0 

Foster  Wheeler 

6 

58- 

155 

14.4 

Texas  Gulf  Sulphur 

16 

37.3 

24 

31.7 

Loews  Theatres 

7 

56.2 

12 

46.7 

Whittaker 

17 

36.0 

35 

26.1 

Occidental  Petroleum 

8 

55.7 

2 

101.6 

Hilton  Hotels 

18 

34.6 

461 

5.7 

Teledyne 

9 

4Z9 

3 

84.3 

American  Express 

19 

32.3 

117 

16.3 

Newberiy,  J  J 

10 

41J 

534 

3.1 

Alexanders 

20 

32.0 

262 

10,9 
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Who's  Where  in  Growth 


Cfimpany 


Fedders 
Fluor 

Kidde,  Walter 
Burroughs 

Gu!f  &  Western 
Lucky  Stores 
AMK 
Kresge,  S  S 


AMP 

Colt  Industries 

Polaroid 

Xerox 


McDonnell  Douglas 
SCM 

Melville  Shoe 
American  General 


Sundstrand 
Kinney  Natl  Service 
Rohr 
Sperry  Rand 


Dayton-Hudson 
Pueblo  Supermarkets 
interco 
Marriott 


Raytheon 
Magnavox 
CNA  Financial 
Malone  &  Hyde 


Fuqua  Industries 

Cyprus  Mines 

Mattel 

Amer  Hospital  Supply 


Hewlett-Packard 
Potlatch  Forests 
Boise  Cascade 
Lear  Siegler 


National  Can 
Avnet 
Lilly,  Eli 
Continental  Corp 


Zate 

Philip  Morris 

'  '     istional 


Zayre 

Relidnce  Electric 
Consolidated  Fi'£i)^htwiiys 
Cook  United 


Smith,  A  0 
Johnson  &  Johnson 
Bell  &  Howell 
Southland 

Kennecott  Copper 
Eagle-Picher 
Holiday  Inns 
Marcor 


5-Year  Annual 
Earnings  Per  Share  Growth 

Rank    Percent 


■22 
23 
24 


31.4 
312 
30,2 
29.6 


25 
26 
27 
28 


28.2 
25,6 
25.6 
25.5 


29 

30 
31 
32 


25.5 
25,0 
24,9 
24.8 


33 
34 
35 
36 


24.6 
22.6 
22.5 
22.5 


37 
38 

39 
40 


22.4 
22.3 
21.7 
21.4 


41 
42 
43 
44 


21.3 
21.3 
21.1 
20.3 


45 
46 
47 
48 


19.8 
19.7 
19.6 
19.5 


49 
50 
51 
52 


19.4 
19.1 
19.1 
19.0 


53 
54 
55 
56 


19.0 
19.0 
19.0 
18.9 


57 
58 
59 
60 


18.9 
18.8 
18.5 
18,4 


51 
62 

■'.i4 


18.3 
18,2 
18.0 
18.0 


fi'i 


17.9 
17.8 
17.8 
!7  8 


5-Year  Annual 
Sales  Growth 

Rank      Percent 


21 

47 

8 

221 


7 
29 

162 
45 


118 

359 

50 

26 


144 
16 

265 
75 


23 

49 

154 

470 


18 
11 

155 
38 


76 

98 

409 

86 


77 
61 
73 
74 


87 

146 

27 

40 


134 

17 

170 


58 
241 
164 

85 


54 

33 

145 

92 


544 

277 

223 

55 


193 

290 

71 

284 


**Not  available. 


34.5 
23.8 
64.1 
11.7 


64.3 
30.3 
14.2 
24.0 


16.1 

8.1 

23.6 

31.4 


14.9 
41.2 
10.6 
19.7 


31.8 

23.7 

14.5 

5.6 


39.6 
53.4 
14.4 
25.8 


19.6 

17.8 

7.0 

18.6 


19.6 
22.0 
19.8 
19.7 


18.6 
14.9 
31.0 
25.5 


15.5 
39.6 
13.9 


22.7 
11.3 
14.1 
18.6 


23.0 
27.0 
14.9 
18.2 


2.1 
10.3 
11.7 
22.9 


12.5 

9.9 

20.0 

10.1 


Company 


Indian  Head 

IntI  Business  Machines 

Carnation 

Eastman  Kodak 


Avon  Products 
l-T-E  Imperial 
Engelhard  Minerals 
Scovill  Mfg. 


Illinois  Central 
U  S  Fidelity 
Outboard  Marine 
Textron 


Heublein 

Consolidated  Foods 
Crown  Cork  &  Seal 
Cincinnati  Milling 


Lowenstein,  M 
Alcoa 
TRW 
Jonathan  Logan 


Sperry  &  Hutchinson 
ARA  Services 
Weyerhaeuser 
Times  Mirror 


Halliburton 
Jim  Walter 
Cessna  Aircraft 
Merck 


American  Smelting 
Columbia  Pictures 
Schlumberger 
GAC 


Bristol-Myers 
Hartford  Fire  Ins 
MacDonald,  E  F 
Braniff  Airways 


Coca-Cola 
Black  &  Decker 
Inmont 
Bemis 


Dresser  Industries 
Mercantile  Stores 
St  Paul  Companies 
Kelsey-Hayes 


5-Year  Annual 
Earnings  Per  Share  Growth 


Rank 


Percent 


77 
78 
79 
80 


16.0 
15.9 
15.9 
15.6 


81 
82 
83 
84 


15.5 
15.4 
15.3 
15.3 


85 
86 
87 
87 


15.3 
15.1 
14.9 
14.9 


89 
90 
91 
92 


14.9 
14.8 
14.7 
14.6 


105 
106 
107 
108 


13.8 
13.8 
13.8 
13.8 


108 
110 
111 
112 


13.8 
13.7 
13.6 
13.6 


113 
114 
115 
116 


13.6 
13.6 
13.5 
13.5 


117 
118 
119 
120 


13.4 
13.4 
13.3 
13.3 


121 
122 
123 
124 


13.2 
13.1 
13.1 
13.1 


125 
126 
127 
128 


13.0 
13.0 
12.9 
12.8 


129 
130 
130 
132 


12.7 
12.7 
12.7 
12.6 


5-Year  Annual 
Sales  Growth 

Rank   Percent 


65 
101 
229 
110 


128 
226 
129 
131 


532 
334 
161 


51 

83 

297 

242 


483 

403 

56 

180 


542 

68 

227 

163 


112 
22 
93 

124 


489 
339 
420 
177 


149 

346 

114 

52 


308 
111 
267 
208 


84 
348 
192 
237 


20.4 
J7.6 
11.6 
16.7 


15.6 
11.7 
15.5 
15.5 


3.4 

8.6 

14.2 

18.5 


23.5 

18.8 

9.8 

11.3 


Emerson  Electric 

92 

14.6 

62 

20.8! 

Northrop 

94 

14.6 

228 

11.61 

ELTRA 

95 

14.5 

253 

11.1 

Pabst  Brewing 

96 

14.4 

290 

9.9 

Macy,  R  H 

97 

14.3 

394 

7.3 

Macy,  R  H 

97 

14.3 

394 

7.3 

Litton  Industries 

98 

14.3 

42 

24.8 

Ogden 

99 

14.3 

72 

19.8 

Hart  Schaffner  &  Marx 

100 

14.2 

70 

20.0 

Norton  Simon 

101 

14.1 

470 

5.6 

Anheuser-Busch 

102 

14.0 

246 

11.2 

Atlantic  Richfield 

102 

14.0 

323 

8.9 

City  Stores 

104 

13.9 

533 

3.1 

5.4 
7.1, 
22.7 
13.3 


2.2 
20.0 
11.6 
14.1 


16.6 
32.5 
18.2 
15.9 


5.2 

8.6 

6.7 

13.5 


14.8 

8.3 

16.4 

23.1 


9.4 
16.6 
10.5 
12.2 


18.7 

8.2 

12.6 

11.4 


54 


FORBES,  JANUARY  1,  1970 


Who's  Where  in  Growth 


5- Year  Annual 

5-Year  Annual 

5-Year 

Annual 

5-Year  Annual 

Earnings  Per  Share  Growth 

Sales  Growth 

Earnings  Per  Share  Growth 

Sales 

Growth 

Company 

Rank 

132 

Percent 
12.6 

Rank 

43 

Percent 

24.5 

Company 

Rank 

Percent 

Rank 

Percent 

Supermarket;  General 

Northwest  Airiines 

189 

10.2 

123 

15.9 

Mavet,  Oscar 

134 

12.6 

168 

14.0 

Richard^on-Merrell 

190 

10.2 

176 

13.5 

Scot  Lad  Foods 

135 

12.5 

140 

15.1 

Marine  Midland 

191 

10.2 

135 

15.4 

Govt  Employees  Ins 

136 

12.4 

115 

16.3 

Standard  Oil  Ind 

191 

10.2 

373 

7.8 

Iowa  Beef  Packers 

136 

12.4 

57 

22.7 

General  Mills 

193 

10.2 

263 

10.8 

Dillingham 

138 

12.4 

60 

22.2 

BankAmerica 

194 

10.1 

224 

11.7 

Giant  Food 

139 

12.3 

165 

14.1 

Dayco 

195 

10.1 

32 

27.3 

Harris  Intertype 

140 

12.3 

34 

26.8 

Dravo 

196 

10.1 

202 

12.3 

Continental  Tel 

141 

12.2 

13 

46.0 

Coastal  States  Gas 

197 

10.1 

48 

23.7 

Westinghouse  Elec 

142 

12.2 

341 

8.5 

Minnesota  Mining  &  Mfg 

198 

10.1 

256 

11.1 

IntI  Tel  &  Tel 

143 

12.2 

37 

25.8 

PepsiCo 

198 

10.1 

90 

18.3 

RCA 

143 

12.2 

261 

10.9 

Texas  Eastern  Transmission 

198 

10.1 

396 

7.3 

Koppers 

145 

12.2 

319 

9.1 

Combustion  Engineering 

201 

10.1 

94 

18.1 

Pacific  Car  &  Fdry 

145 

12.2 

189 

12.7 

SCOA  Industries 

201 

10.1 

499 

4.8 

Kaiser  Steel 

147 

12.1 

370 

7.8 

Procter  &  Gamble 

203 

10.0 

362 

8.0 

Curtlss-Wright 

148 
149 

12.1 
12.0 

312 
103 

9.2 
17.5 

Provident  Life 

204 

10.0 

235 

11.5 

Georgia-Pacific 

Standard  Oil  Ohio 

205 

10.0 

274 

10.4 

Moore  Corp 

150 

12.0 

209 

12.1 

Goodyear  Tire 

206 

9.9 

298 

9.7 

Uniroyal 

151 

11.9 

412 

6.9 

Getty  Oil 

207 

9.9 

559 

1.5 

Continental  Can 

152 

11.8 

388 

7.4 

Penney,  J  C 

207 

9.9 

214 

12.0 

Kaiser  Aluminum 

152 

11.8 

245 

11.3 

Gulf  Oil 

209 

9.8 

312 

9.2 

Ling-Temco-Vought 

154 

11.7 

9 

60.9 

Household  Finance 

210 

9.8 

321 

8.9 

National  Service  Ind 

155 

11.7 

200 

12.4 

Revton 

210 

9.8 

386 

7.5 

Foremost  McKesson 

156 

11.6 

470 

5.6 

Quaker  Oats 
Evans  Products 

212 
213 

9.7 
9.6 

476 

79 

5.5 

American  Enka 

157 

11.5 

360 

8.0 

19.5 

Servomation 

158 

11.5 

67 

20.1 

Champion  Spark  Plug 

214 

9.6 

113 

16.5 

National  Airlines 

159 

11.4 

122 

16.0 

Amerada  Hess 

215 

9.6 

311 

9.3 

Ralston  Purina 

159 

11.4 

314 

9.2 

Tenneco 

216 

9.5 

53 

23.1 

Anaconda 

161 

11.2 

342 

8.5 

Fairchild  Hiller 

217 

9.4 

31 

28.8 

Ampex 

162 

11.2 

139 

15.2 

Firestone  Tire 

217 

9.4 

335 

8.6 

Carrier 

163 

11.2 

271 

10.4 

Collins  Radio 

219 

9.4 

371 

7.8 

Chicago  Bridge  &  Iron 

164 
165 

11.2 
11.2 

233 
443 

11.5 
6.3 

Alcan  Aluminium 

220 

9.4    ; 

258 

11.0 

Union  Oil  of  Calif 

Marathon  Oil 

221 

9.4 

198 

12.4 

Connecticut  General 

166 

11.2 

253 

11.1 

Pittston 

221 

9.4 

331 

8.7 

Clark  Equipment 

167 

11.1 

199 

12.4 

Steriing  Drug 

223 

9.3 

206 

12.2 

Grant,  W  T 

167 
169 

11.1 

11.1 

326 
440 

8.8 
6.4 

Martin  Marietta 

224 

9.3 

569 

—0.5 

Sun  Oil 

Addressograph-Multigraph 

225 

9.2 

255 

11.1 

Crowell  Collier  Macm 

170 

11.1 

36 

25.9 

Brown  Shoe 

226 

9.2 

392 

7.3 

Mfrs  Hanover  Trust 

171 

11.0 

121 

16.1 

Broadway-Hale 

227 

9.1 

46 

23.8 

Pet 

172 

10.9 

221 

11.7 

Dow  Chemical 

228 

9.1 

218 

11.8 

Tecumseh  Products 

173 

10.9 

217 

11.8 

Purex 

228 

9.1 

118 

16.1 

Zenith  Radio 

174 

10.9 

197 

12.4 

Amer  Machine  &  Fdry 

230 

9.0 

288 

9.9 

Schlitz  Brewing 

175 

10.8 

231 

11.5 

U  S  Plywood-Champion 

230 

9.0 

295 

9.8 

Phelps  Dodge 

176 

177 

10.7 
10.7 

288 
463 

9.9 
5.6 

Budd 

232 

8.9 

323 

8.9 

Gimbel  Brothers 

Eaton  Yale  &  Towne 

232 

8.9 

213 

12.0 

Walgreen 

177 

10.7 

251 

11.1 

Texas  Instruments 

234 

8.9 

99 

17.7 

Western  Bancorp 

179 

107 

174 

13.7 

Safeco 

235 

8.9 

325 

8.8 

Transcon  Gas  Pipe 

180 
181 

10.6 

365 

8.0 

Colgate-Palmolive 
Heinz,  H  J 

236 
237 

8.8 
8.8 

392 
378 

7.3 

Bendix  Corp 

10,6 

172 

13.7 

7.7 

Warner-Lambert 

182 

10.5 

96 

18.1 

Sybron 

238 

8.8 

351 

8.2 

Security  Pacific 

183 

10.5 

230 

11.6 

Wells  Fargo 

239 

8.7 

173 

13.7 

Southern  Natural  Gas 

184 

10.4 

351 

8.2 

Honeywell 
Westvaco 

240 
241 

8.7 
8.6 

143 
434 

15.0 

Beatrice  Foods 

185 

10.3 

127 

15.7 

6.5 

Amer  Home  Products 

186 

in  - 

238 

11.4 

Crane 

242 

8.6 

441 

6.4 

Grumman 

187 

179 

13.4 

Stop  &  Shop 

242 

8.6 

279 

10.2 

United  Merchants  &  Mfrs 

188 

459 

5.8 

Mobil  Oil 

244 

8.6 

390 

7.4 
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5-Year  Annual 

5-Year  Annual 

5-Year 

Annual 

5-Year  Annual 

Earnings  Per  Share  Growth 

Sales  Growth 

Earnings  Per 

Share  Growth 

Sales  Growth 

Company 

Rank 

Percent 

Rank 

Percent 

Company 

Rank 

Percent 

Rank 

Percent 

Pillsbury 

Eastern  Gas  &  Fuel 

245 

8.5 

458 

5.8 

Pacific  Gas  &  Elec 

-     301 

6.7 

485 

5.3 

246 

8.5 

535 

3.0 

Southern  Railway 

301 

6.7 

467 

5.6 

Associated  Dry  Goods 

247 

8.4 

273 

10.4 

Hammermill  Paper 

303 

6.7 

151 

14.5 

United  Aircraft 

248 

8.4 

225 

11.7 

Columbia  Gas 

J04 

6.6 

510 

4.3 

Whirlpool 

249 

8,4 

296 

9.8 

Dart  Industries 

305 

6.6 

147 

14.8 

Avco 

OCA 

8.3 

41 

25.4 

Ethyl 

305 

6.6 

175 

13.5 

Union  Camp 

8.2 

246 

11.2 

Kerr-McGee 

307 

6.6 

195 

12.4 

FMC 

252 

8.2 

212 

12.0 

Peoples  Gas 

308 

6.5 

388 

7.4 

Hiram  Walker 

253 

8.2 

432 

6.5 

Marshall  Field 

309 

6.5 

459 

5.8 

Motorola 

253 

8.2 

158 

14.3 

USM 

309 

6.5 

201 

12.3 

Morgan,  J  P 

255 

8.2 

102 

17.5 

Kellogg 

311 

6.5 

362 

8.0 

Pullman 

256 

8.1 

414 

6.9 

Kroger 

311 

6.5 

369 

7.9 

NLT 

257 

8.1 

473 

5.5 

Joy 

313 

6.5 

190 

12.6 

Abbott  Laboratories 

258 

8.1 

194 

12.5 

Continental  Oil 

314 

6.4 

204 

12.3 

Grand  Union 

258 

8.1 

375 

7.8 

Beneficial  Finance 

315 

6.4 

335 

8.6 

Interstate  Dept  Store 

260 

8.0 

216 

11.8 

Dana 

316 

6.4 

188 

12.8 

Johns-Manvilie 

261 

7.9 

484 

5.4 

Ingersoll  Rand 

317 

6.3 

183 

13.1 

Baltimore  Gas  &  Elec 

262 

7.9 

435 

6.5 

General  Tel  &  Elec 

318 

6.3 

205 

12.2 

Corning  Glass 

263 

7.9 

267 

10.5 

United  Utilities 

319 

6.3 

15 

41.5 

Jewel  Companies 

264 

79 

232 

11.5 

Federal  Natl  Mortgage 

320 

5.3 

30 

30.1 

American  Broadcasting 

265 

7.8 

260 

10.9 

Florida  Power  &  Light 

321 

6.2 

329 

8.7 

Gillette 

265 

78 

182 

13.2 

American  Electric  Power 

322 

6.1 

403 

7.1 

Carborundum 

267 

7.8 

328 

8.8 

American  Brands 

323 

6.1 

129 

15.5 

Sears,  Roebuck 

268 

7.8 

.^^7 

8.6 

Pitney  Bowes 

324 

6.1 

80 

19.2 

First  Natl  City 

269 

7.8 

170 

13.9 

INA 

325 

6.1 

374 

7.8 

U  S  Freight 

270 

7.8 

337 

8.6 

Central  &  South  West 

326 

6.0 

398 

7.2 

Middle  South  Utilities 

271 

7.7 

345 

8.4 

Wickes 

327 

6.0 

167 

14.0 

Owens-Illinois 

272 

7.7 

215 

11.9 

Northern  Natural  Gas 

328 

6.0 

270 

10.5 

First  Chicago  Corp 

273 

7.7 

166 

14.1 

Lincoln  National 

329 

6.0 

478 

5.5 

Ashland  Oil  &Ref 

274 

7.6 

64 

20.7 

Duke  Power 

330 

5.9 

331 

8.7 

Castle  &  Cooke 

274 

7.6 

160 

14.3 

Bankers  Trust 

331 

5.8 

95 

18.1 

Genesco 

276 

7.6 

141 

15.1 

Federated  Dept  Store 
Grolier 

332 
333 

5.8 
5.7 

318 
275 

9.2 

Pfizer,  Charles 

277 

7.5 

263 

10.8 

10.4 

Chase  Manhattan 

278 

7.4 

120 

16.1 

Southern  Co 

334 

5.7 

320 

9.1 

Dun  &  Bradstreet 

279 

7.4 

299 

9.7 

Campbell  Taggart 

335 

5.7 

438 

6.5 

Kayser-Roth 

2a) 

281 

7.4 
7.3 

116 
104 

16.3 
17.4 

Texaco 

336 

5.6 

302 

9.6 

Crum  &  Forster 

American  Can 

337 

5.6 

407 

7.0 

Standard  Brands 

282 

7.2 

400 

7.1 

Harsco 

337 

5.6 

131 

15.5 

Diamond  International 

283 

7.2 

303 

9.6 

Pub'ic  Service  Electric 

339 

5.6 

449 

6.1 

International  Paper 

283 

7.2 

419 

6.8 

Long  Island  Lighting 
Colonial  Stores 

340 

341 

5.5 
5.5 

398 
516 

7.2 

St  Regis  Paper 

285 

7.2 

400 

7.1 

4.1 

D(^'!|»r?  Corp 

286 

7.2 

376 

7.8 

Squibb  Beech-Nut 

341 

5.5 

355 

8.1 

McGrawMill 

287 

7.1 

169 

13.9 

Grinnell 

343 

5.4 

432 

6.5 

Gould 

288 

7.1 

322 

8.9 

Shell  Oil 

344 

5.4 

357 

8.1 

American  Metal  CitmaK 

7.1 

482 

5.4 

Texas  Utilities 

345 

5.4 

367 

7.9 

DiGiorgio 

'  0 

107 

16.9 

Cerro 

346 

5.4 

286 

10.0 

Fleming 

157 

14.4 

Food  Fair  Stores 

347 

5.4 

387 

7.4 

McGraw-Edison 

381 

7.7 

Winn-Dixie 

348 

5.3 

357 

8.1 

U  S  Shoe 

^S3 

7.0 

97 

18.0 

Natl  Cash  Register 

349 

5.3 

191 

12.6 

Crocker  National 

Vt^~      •><>' 

5  'i 

266 

10.6 

Panhandle  Eastern 

350 

5.2 

372 

7.8 

Chubb 

W^- 

50 

99 

17.7 

Arlans  Dept  Stores 

351 

5.2 

148 

14.8 

Ex-Cell-0 

PS'^ 

109 

16.8 

Virginia  Electric                               352 
Central  Soya                            ^     353 

5.1 
5.0 

344 
421 

8.4 

Conill 

r       297 

6.9 

125 

15.8 

6.7 

Chemical  Bank 

j        238 

0.8 

105 

17.2 

Archer-Daniels-Midland 

354 

4.9 

555 

1.6 

Burlington  Inds 

I        299 

■"  «l 

3S5 

8.0 

Universal  Leaf  Tobacco 

355 

4.9 

361 

8.0 

Cluett  Peabody 

299 

137 

15.4 

Stevens,  J  P 

356 

4.8 

381 

7.7 
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5- Year  Annual 

5- Year  Annual 

5- Year  Annual 

Earnings  Per  Share  Growth 
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Earnings  Per  Share  Growth 

Sales  Growth 
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Percent 

Rank 

Percent 

Company 

Rank 

Percent 

Rank 

Percent 

Caterpillar 

357 

4.8 

269 

10.5 

Cities  Service 

413 

3.4 

496 

4.9 

Texas  Gas  Trans 

358 

4.8 

236 

11.5 

Western  Union 

414 

3.4 

500 

4.8 

Hercules 

359 

4.7 

397 

7.3 

Armco  Steel 

415 

3.2 

475 

5.5 

Crown  Zellerbach 

360 

4.7 

414 

6.9 

Upjohn 

416 

3.1 

251 

11.1 

Owens-Coming 

360 

4.7 

309 

9.3 

Gamble-Skogmo 

417 

3.0 

91 

18.3 

Howard  Johnson 

362 

4.7 

239 

11.4 

El  Paso  Natural  Gas 

;     418 

3.0 

272 

10.4 

Northeast  Utilities 

363 

4.7 

409 

7.0 

National  Biscuit 

;    419 

2.8 

503 

4.5 

Standard  Oil  Cal 

364 

4.6 

278 

10.3 

Mead  Corp 

;    420 

2.7 

187 

13.0 

Signal  Companies 

365 

4.6 

89 

18.5 

Midland-Ross 

421 

2.6 

506 

4.4 

General  Cigar 

366 

4.6 

333 

8.6 

Consumers  Power 

422 

2,6 

417 

6.8 

Celanese 

367 

4.6 

211 

12.1 

ACF  Industries 

423 

2.6 

566 

0.8 

Kraftco 

367 

4.6 

462 

5.7 

Con  Edison 

423 

2.6 

493 

5.1 

Transamerica 

367 

4.6 

153 

14.5 

Safeway  Stores 

425 

2.6 

407 

7.0 

New  England  Electric 

370 

4.6 

467 

5.6 

Pacific  Lighting 

426 

2.6 

506 

4.4 

Cummins  Engine 

371 

4.5 

244 

11.3 

Consol  Natural  Gas 

427 

2.5 

509 

4.4 

Kimberly-Clark 

372 

4.5 

425 

6.7 

Southern  Pacific 

427 

2.5 

517 

4.0 

Murphy,  G  C 

373 

4.5 

467 

5.6 

Union  Electric 

429 

2.5 

403 

7.1 

Stauffer  Chemical 

374 

4.5 

220 

11.7 

Woolworth,  F  W 

429 

2.5 

282 

10.1 

Campbell  Soup 

375 

4.5 

421 

6.7 

General  American  Trans 

431 

2.5 

571 

—  1.4 

Goodrich,  B  F 

375 

4.5 

445 

6.3 

Greyhound 

432 

2.4 

406 

7.0 

Bethlehem  Steel 

377 

4.4 

524 

3.7 

Scott  Paper 

433 

2.4 

243 

11.3 

Commonwealth  Edison 

378 

4.4 

444 

6.3 

Fruehauf 

434 

2.3 

246 

11.2 

Universal  Oil 

378 

4.4 

44 

24.2 

American  Cyanamid 

435 

2.3 

429 

6.6 

Reynolds  Metals 

380 

4.4 

353 

8.1 

Philadelphia  Electric 

436 

2.1 

479 

5.5 

Hoover  Co 

381 

4.3 

514 

4.2 

Pennwalt 

437 

2.0 

66 

20.3 

Donnelley,  R  R 

382 

4.3 

394 

7.3 

Bormans 

438 

1.9 

150 

14.7 

GAP 

382 

4.3 

283 

10.1 

Diamond  Shamrock 

439 

1.8 

279 

10.2 

Louisville  &  Nashville 

384 

4.3 

504 

4.4 

Gen  Public  Utilities 

440 

1.7 

400 

7.1 

Allied  Stores 

385 

4.2 

457 

5.7 

PPG  Industries 

440 

1.7 

447 

6.2 

Union  Pacific 

386 

4.2 

530 

3.4 

Vornado 

442 

1.7 

25 

31.7 

North  American  Philips 

387 

4.2 

81 

19.1 

Detroit  Edison 

443 

1.7 

431 

6.5 

American  Telephone  &  Tel 

388 
388 

4.1 
4.1 

368 
442 

7.9 
6.3 

Armour 

444 

1.7 

557 

1.6 

Standard  Oil  N  J 

UAL 

445 

1.5 

136 

15.4 

GIT  Financial 

390 

4.1 

379 

7.7 

Interlaku  Steel 

446 

1.5 

512 

4.2 

General  Electric 

391 

4.1 

292 

9.9 

Cannon  Mills 

447 

1,4 

549 

1.9 

National  Distillers 

391 

4.1 

.488 

5.3 

Olin  Corp 
Rohm  &  Haas 

448 
448 

1.3 
1.3 

493 

430 

5.1 

General  Foods 

393 

4.1 

453 

6.0 

6.6 

Investors  Div  Services 

394 

4.0 

548 

1.9 

Smith  Kline  &  French 

450 

1.3 

411 

6.9 

Super  Valu  Stores 

395 

4.0 

316 

9.2 

A-T-0 

451 

1.2 

5 

66.0 

Northern  Illinois  Gas 

396 

3.8 

384 

7.5 

Rockwell  Mfg 
Lone  Star  Cement 

452 
453 

1.1 
1.0 

281 
502 

10.2 

Franklin  Life  Ins 

397 

3.8 

479 

5.5 

4.5 

IntI  Milling 

397 

3.8 

552 

1.7 

International  Nickel 

454 

0.9 

423 

6.7 

Jefferson  Pilot 

399 

3.8 

436 

6.5 

CPC  International 

455 

0.8 

473 

5.5 

Thrifty  Drug 

4«) 
401 

3.8 
3.7 

377 
481 

7.7 
5.5 

Albertsons 

456 

0.8 

234 

11.5 

Revere  Copper 

Amsted  Industries 

457 

0.7 

317 

9.2 

American  Natural  Gas 

402 

3.7 

354 

8.1 

Monsanto 

458 

0.7 

385 

7.5 

Borg-Warner 

403 

3.6 

436 

6.5 

Stokely-Van  Camp 

459 

0.4 

491 

5.1 

White  Motor 

403 

3.6 

301 

9.6 

Ford  Motor 

460 

0.3 

380 

7.7 

Control  Data 

405 

3.6 

141 

15.1 

Sherwin  Williams 

461 

0.2 

309 

9.3 

Del  Monte 

405 

:?.€ 

306 

9.5 

Admiral  Corp 

462 

0.2 

343 

8.4 

Singer 

407 

3  5 

126 

15.8 

Havatampa  Cigar 

463 

0.1 

495 

5.0 

Southern  Cal  Edison 

408 

9»» 

3  5  ,^ 

423 

6.7 

Dupont,  E  1 
Hormel,  George  A 

464 
464 

O.I 
0.1 

490 
561 

5.2 

Columbia  Broadcasting 

409 

J.? 

206 

12.2 

1.4 

Northern  States  Power 

410 

'  r. 

412 

6.9 

Liggett  &  Myers 

'    466 

—  0.2 

454 

6.0 

Reynolds  Tobacco 

411 

'■  '-! 

487 

5.3 

Travelers 

.    467 

__  0.2 

315 

9.2 

Staley  Mfg 

412 

327 

8.8 

General  Motors 

468 

—  0.3 

446 

6.2 

FORBES,  JANUARY  1,  1970 


57 


Company 


Allegheny  Ludlum 
Fairmont  Foods 
May  Dept  Stores 


Who's  Where  in  Growth 


5-Year  Annual 
Earnings  Per  Share  Growth 


Rank 


Percent 


522 
523 


5.7 
5.9 


5-Year  Annual 
Sales  Growth 

Rank      Percent 


American  National 

469 

—  0.3 

476 

5.5 

Republic  Steel 

470 

—  0.4 

545 

2.1 

Niagara  Mohawk  Power 

471 

—  0.4 

521 

3.8 

Air  Reduction 

472 

—  0.6 

418 

6.8 

National  Tea 

473 

—  0.7 

518 

4.0 

National  Steel 

474 

—  0.7 

522 

3.7 

Norfolk  &  Western 

474 

—  0.7 

294 

9.8 

Libby-Owens-Ford 

476 

—  0.7 

210 

12.1 

Thriftimart 

477 

-  0.9 

528 

3.5 

General  Instrument 

478 

—  0.9 

78 

19.5 

National  Lead 

479 

—  1.0 

456 

5.9 

National  Gypsum 

480 

—  1.2 

466 

5.6 

C  &  0/B  &  0  RR 

481 

—  1.2 

540 

2.5 

U  S  Steel 

482 

—  1.3 

546 

2.0 

Norton 

483 

—  1,3 

426 

6.7 

Phillips  Petroleum 

484 

—  1.4 

303 

9.6 

General  Tire 

485 

—  1.4 

564 

1.1 

American  Sugar 

486 

—  1.4 

537 

2.9 

Armstrong  Cork 

487 

-  1.5 

219 

11.8 

Anderson  Clayton 

488 

—  1.5 

543 

2.1 

Great  Northern  Ry 

489 

—  1.5 

531 

3.4 

GreatA&PTea 

490 

—  1.6 

560 

1.4 

Deere 

491 

—  1.6 

485 

5.3 

Spartans  Inds 

491 

—  1.6 

340 

8.5 

Borden 

493 

—  1.7 

452 

6.0 

Bangor  Punta 

494 

—  1.8 

19 

38.6 

Santa  Fe  Inds 

495 

—  1.8 

520 

3.9 

Vons  Grocery 

496 

—  1.8 

565 

1.1 

Union  Carbide 

497 

—  1.9 

428 

6.6 

Acme  Markets 

498 

—  2.1 

448 

6.1 

American  Standard 

499 

—  2.2 

347 

8.3 

West  Point-Pepperell 

500 

—  2.3 

497 

4.9 

Missouri  Pacific 

501 

—  2.3 

526 

3.5 

Otis  Elevator 

502 

—  2.4 

497 

4.9 

General  Cable 

503 

—  2.6 

416 

6.9 

Timken  Roller 

504 

—  2.6 

558 

1.5 

Inland  Steel 

505 

—  2.8 

513 

4.2 

Chrysler 

506 

—  2.8 

256 

11.1 

Chemetron 

b'J,' 

—  3.0 

299 

9.7 

Swift 

S"5 

~  3.2 

547 

1.9 

internstioRai  Harvester 

3.4 

523 

3.7 

Rintkcte 

3,5 

536 

3.0 

Northern  Pacific 

"■    7 

539 

2.6 

Sunbeam 

305 

9.5 

Massey-Ferguson 

-- 

4.3 

455 

5.9 

Grace,  W  R 

—  4.5 

152 

14.5 

Federal-Mogul 

5i. 

-  4.8 

463 

5.6 

US  Gypsum 

516 

'\':- 

349 

8.2 

Metromedia 

517 

—  5.1 

131 

15.5 

Aetna  Life  &  Casualty 

518 

—  5.1 

249 

11.1 

Morrison-Knudsen 

518 

—  5.1 

439 

6.4 

Parke  Davis 

520 

■  •  5? 

465 

5.6 

'59 
307 
■150 


ttProfit  to  a  deficit. 


10.9 
9.4 
6.1 


d-d  Delicit  to  a  deficit.     tOeflcit  to  a  profit:  not  ranked. 


Company 


Penn  Central 

Time  Inc 

North  American  Rockwell 

American  Airlines 


Allied  Chemical 
Lockheed  Aircraft 
Springs  Mills 
Hershey  Foods 


Glen  Alden 
Porter,  H  K 
Beech  Aircraft 
Lykes  Youngstown 


Cone  Mills 
Northwest  Industries 
Boeing 
Hygrade  Food 


First  National  Stores 
Dan  River  Mills 
Jones  &  Laughlin 
Arden-Mayfair 


Trans  World  Airlines 
Babcock  &  Wilcox 
Allied  Supermarkets 
General  Dynamics 


American  Motors 
Continental  Airlines 
MCA 
McLouth  Steel 


Pan  Amer  World  Airways 
Allis-Chalmers 
American  Bakeries 
Case,  J I 


Chicago  Mil  St  Paul 
Eastern  Air  Lines 
Fairchlld  Camera 
IntI  Minerals  &Chem 


Libby  McNeil  &  Libby 
Metro-Goldwyn-Mayer 
Twentieth  Century-Fox 
Wards  Foods 


Western  Air  Lines 
Wheeling  Pittsburg 
Northeast  Airlines 
Bunker-Ramo 


Bohack 
Brunswick 
Cudahy 
Fisher  Foods 


Rath  Packing 

Super  Food  Services 

Comsat 

Great  Western  United 


National  Industries 
Pennzoil  United 
Seaboard  Coast  Line 


'Not  available. 
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5-Year  Annual 
Earnings  Per  Share  Growth 

Rank    Percent 


524 
525 
526 
527 


6.1 
6.4 
5.8 
7.5 


528 
529 
530 
531 


7.9 
8.1 
9.6 
9.7 


532 
533 
534 
535 


-10.3 
-11.3 
-11.8 
-11,9 


536 
537 
538 
539 


-12.2 
-12.7 
-14.0 
-14.6 


540 
541 
542 
543 


-14.8 
-15.6 
-15.7 
-16.4 


544 
545 
546 
547 


-17.5 
-18.3 
-18.5 
-24.2 


548 
549 
550 
551 


—26.6 
—32.9 
—33.6 
—37.4 


552 
553 
553 
553 


—41.2 
tt 
tt 
tt 


553 
553 
553 
553 


tt 
tt 
tt 

tt 


553 
553 
553 
553 


tt 
tt 
tt 
tt 


553 
553 
566 


tt 

tt 

d-d 

t 


t 


5- Year  Annual 
Sales  Growth  - 

Rank   Percent 


524 
362 
568 
196 


492 
563 
529 
355 


6 
556 
185 
549 


541 
275 
329 
573 


567 
383 
553 
515 


186 
293 
106 
250 


574 

63 

349 

572 


240 
506 
504 
203 


527 
158 
287 
108 


519 

511 

538 

82 


138 

551 

59 

177 


427 

390 

554 

28 


570 
500 

562 


451 
575 


3.7 

8.0 

0.4 

12.4 


5.1 
1.3 
3.5 
8.1 


64.3 
1.6 

13.1 
1.9 


2.5 

10.4 

8.7 

-  3.7 


0.7 
7.6 
1.7 
4.1 


13,0 

9.9 

17.1 

11.1 


-  7.2 
20.8 

8.2 

-  2.4 


11.4 
4.4 
4.4 

12.3 


3.5 
14,3 

9.9 
16,9 


3,9 

4,3 

2,6 

19,1 


15,2 

1,8 

22.5 

13.5 


6.6 

7.4 

1.7 

30.8 


0.5 
4.8 

1.4 


6.1 
9.9 
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in  property  records,  change  is  a  continuum 

Obsolete  property  records  can  cost  a  company  more  than 
obsolete  machinery,  this  is  why  modern  industrial 
managers  call  on  professional  counsel  to  develop 
continuous  programs  of  property  control — providing 
the  data  necessary  to  optimize  and  sustain  depreciation 
provisions  ...  to  assure  adequate  insurance  placement  .  .  . 
to  make  the  existence,  capability  and  condition  of  property 
a  matter  of  continuous  record. 

Assisting  corporate  decision-makers  is  our  business. 


The  American  Appraisal  Company,  Milwaukee,  Wiscnsin  53201        U.S.A. 
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When  a  machine  ties  up  your  peo- 
ple on  a  job,  they  can't  do  anything  else 
for  you. 

Like  some  other  job  that's  a  little 
more  profitable. 


Here's  how  to  make  a  machine 
that  will  free  them  up: 

Start  with  a  Xerox  duplicator. . . 
either  a  2400  or  a  3600-1. 

Both  have  (1)  copy  counters  and 


both  shut  themselves  off  autor 
Add  (2)  an  Automatic  Di 
Feeder.  You  can  put  in  up  to  1 
inals  of  different  weights  ar 
Then  dial  the  number  of  coi 


(4) 


t- itself  machine 


ss  a  button  and  go  away. 

it  add  (3)  an  Automatic  Sorter 

nulti-page  reports  come  out 

•ready  to  staple. 

1/  put  on  (4)  a  Slitter-Perforator. 


It  can  cut  special-size  jobs  to  order  and 
deliver  perforated  jobs.  Automatically. 
Then  with  (5)  the  Variable  Weight 
Paper  Feeder  to  let  you  use  paper  all 
the  way  up  to  110-pound  card  stock, 


your  machine  is  all  set  to  go. 

A  machine  that  can  turn  out  your 
copies,  aH  by  itself. 

While  the  people  who  aren't  work- 
ing it  work  on  something  else. 


XEROX 


(5) 


#^ 


'^i^ 


\{2) 


H»  rmaMM«a  o*  *c*ok  « 


[Remember... Ronson  does  a  lot  more 
han  light  cigarettes 


Everyone  knows  Ronson  makes  the 
.vorld's  leading  pocket  and  table 
lighters.  But  did  you  know  that 
Ronson  also  makes  all  the  home 
and  personal  appliances  you  see 
here— and  more?  For  example, 
Ronson  makes  the  most  complete 
line  of  ELECTRIC  BLENDERS  in  the 
world— with  the  only  blender  that 
cooks,  COOK  'N'  STIR.  In  cordless 
products,  Ronson  makes  CORDLESS 
TOOTHBRUSHES  unsurpassed  in 
speed  and  power,  and  CORDLESS 
ELECTRIC  RAZORS  for  men 
and  women,  unique  in  per- 


formance and  styling.  A  complete 
line  of  HAIR  DRYERS,  from  portables 
to  professional  beauty  salon  types. 
The  FOODMATIC  PREPARATION 
CENTER  that  does  dozens  of  kitchen 
jobs.  ELECTRIC  KNIVES,  ICE  CRUSH- 
ERS, and  BROILERS.  The  portable 
CAN-DO  that  opens  cans,  sharpens 
knives,  whips  food.  The 

ROTO-STROKE 

electric  hair 

brush    and 

ROTO-SHINE 


electric  shoe  polisher.  BUTANE 
CANDLES  which  never  burn  down. 
A  BUTANE  TORCH.  TABLE  CHERTS' 
and^COOKETTE  to  warm  and  cook 
foods  at  the  table. 

Strong  national  advertising  is 
"making  Ronson  famous  for  appli- 
ances and  new  and  different  flame 
products,  as  well  as  lighters.  All 
high  quality.  Because  if  we  can't 
make  it  bet- 
ter we  don  t  RONSON 


Ronson  Corporation,  Woodbricioe,  New  Jersey 
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Who's  Where 

in  the 

Stock  Market 


The  list  below,  which  shows  how  the  stocks  of  the 
biggest  U.S.  companies  have  fared  over  the  past  five  years, 
is  apt  to  be  very  comforting  to  those  who  gambled  on 
certain  speculative  issues  five  years  ago  and  stuck  it  out. 
The\  got  issues  like  Leasco  Processing,  Loew's  The- 
atres, VVhittaker  Corp.,  A-T-O,  Inc.  and  Fuqua  Industries 
for  less  than  S5  a  share.  Today,  despite  the  stock-market 
slump  of  the  past  13  months,  these  stocks  all  show  at  least 
an  eightfold  gain  over  their  price  of  five  years  ago. 

The  list  is  a  good  deal  less  comforting  to  those  who, 
seeing  such  gains  in  the  making,  might  have  jumped  into 


these  issues  during  1968  and  1969.  They've  got  whopping 
losses  on  their  hands  today.  Over  the  past  year  Leasco, 
Loew's,  Whittaker,  A-T-O  and  Fuqua  have  all  registered 
sizable  price  declines. 

There  are  almost  no  blue-chip  companies  at  the  very 
top  of  the  list.  Burroughs,  Melville  Shoe  and  Polaroid  are 
exceptions.  It  should  be  noted  that  all  three  of  these  stocks 
have  increased  in  price  during  the  past  year. 

The  list,  in  short,  is  vivid  testimony  to  the  speculative 
nature  of  the  stock  market  during  the  late  Sixties.  The 
general  run  of  stocks,  hampered  by  rising  inflation  and 
tight  money,  rose  slowly.  Reading  down  the  list,  however, 
it  is  possible  to  find  some  really  solid  companies  not  too  far 
from  the  top.  That  is,  if  one  is  willing  to  settle  for  a  stock 
that  has  merely  doubled  or  tripled  in  the  last  five  years.  ■ 


Ran 
•69 

k 
■68 

Company 

5-Year 
Price  Gain 

1965-69 
Price  Range 

Recent 
Price 

Shares 
Outstanding 
(thousands) 

Total 

Market 

Value 

(millions) 

Latest 
12-Month 
Earnings 
Per  Share 

Indicated 

1969 
Dividend 

Price/ 

Earnings 
Ratio 

1 

1 

Leasco  Data  Processing 

2,425.0%  X 

57'/,-     13/, 

251/4 

8,883 

$224 

$2.71 

none 

9 

2 

Loews  Theatres 

1,543.9 

ei'/z-   2y8 

35 

14,306 

501 

1.83 

$0.13 

19 

3 

2 

Whittaker 

1,270.6 

45%-     1'/, 

165/8 

16,502 

274 

1.66 

stock 

10 

4 

8 

Burroughs 

1.167.3 

1671/2-    123/8 

160 

16,525 

2,644 

3.04 

0.585 

53 

5 

Hilton  Hotels 

1,039.6 

70'/8-       55/8 

613/4 

7,239 

447 

2.60 

0.95 

24 

6 

C 

Holiday  Inns 

934.5 

473/8-      41/8 

42 

22,748 

955 

1.07 

0.195 

39 

7 

ir- 

Fisher  Foods 

782.6 

36     -     1% 

19% 

5,202 

103 

0.93 

0.05t 

21 

8 

5 

A-T-O,  Inc. 

717.3 

74     -     1 

123/4 

6,819 

87 

0.43 

0.11 

30 

9 

C 

Fuqua  Industries 

71Q.0 

47     •     4 

311/2 

4,833 

152 

2.13 

stock 

15 

10 

'' 

Fedders 

587.3 

335/8-     23/, 

301/2 

9,587 

292 

1.27 

0.35 

24 

11 

21 

Melville  Shoe 

569.9 

73>/2-  10% 

71% 

5,526 

397 

3.09 

1.30 

23 

12 

10 

Kresge,  S  S 

549.9 

61     -     81/4 

551/2 

34,443 

1,912 

1.59 

0.385 

35 

13 

14 

Engelhard  Minerals 

500.8 

431/2-       35/8 

21 

25,068 

526 

1.20 

0.40 

18 

14 

44 

Polaroid 

484.2 

1453/4-  22 

134 

32,798 

4,395 

1.90 

0.32 

71 

.  15 

:S 

Marriott 

469.8 

391/4-     6I/2 

363/4 

12,102 

445 

0.80 

stock 

46 

16 

5 

Mattel 

429.2 

723/8-     51/4 

621/2 

6,127 

383 

1.68 

0.20 

37 

17 

e 

Dillingham 

428.7 

411/2-     51/4 

281/4 

10,281 

290 

1.13 

0.38 

25 

18 

4 

White  Consolidated 

421.1 

361/2-     31/4 

191/8 

11,086 

212 

2.72 

0.385t 

7 

19 

7 

Teledyne 

406.0 

673/4-     63/8 

36 

24,967 

899 

2.00 

stock 

18 

20 

19 

City  Investing 

402.7 

401/8-     21/2 

271/8 

19,607 

532 

2.36 

0.263t 

11 

21 

12 

Ward  Foods 

392.4 

551/k-     6% 

303/4 

3,070 

94 

2.38 

stock 

13 

22 

23 

Anheuser-Busch 

391,3 

733/4-  143/4 

73 

22,285 

1,627 

1.81 

0.80 

40 

23 

20 

U  S  Industries 

365.9 

363/4-     53/8 

255/8 

17,814 

456 

2.49 

0.45 

10 

24 

48 

Kaiser  Steel 

364.5 

79     ■  135/8 

72 

6,670 

480 

3.46 

1.50 

21 

25 

26 

American  Express 

357.1 

793/4-  I6I/4 

723/4 

833/4 

15,093 
4,348 

1,098 
364 

3.50 
dl.62 

0.95 
none 

21 

26 

= 

Fairchild  Camera 

356.9 

1441/2-   181/8 

- 

27 

9 

AMK 

354.6 

583/8-    41/8 

26 

9,049 

235 

3.70 

0.30 

7 

28 

6 

Zayre 

351.0 

46     -    8% 

40 

4,601 

184 

2.25 

none 

8 

•Not 

anked  las 

t  year.        tPlus  stock.        ^Computed  from 

8/4/65  one.ing  price.        def. — Deficit. 
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Who's  Where  in  the  Stock  Market 


:>       '68 

Company 

5-Year 
Price  Gain 

1965-69 
Price  Range 

Recent 
Price 

Shares 
Outstanding 
(thousands) 

Total 

Market 

Value 

(millions) 

Latest 
12-Month 
Earnings 
Per  Share 

Indicated 

1969 
Dividend 

Price/ 

Earnings 

Ratio 

.'9 

39 

Amer  Hospital  Supply 

344.9 

45y8-   7yg 

433/4 

32,327 

1,414 

0.75 

0.215 

58 

JO 

27 

Cdfrier 

335.4 

431/2-   9  • 

39 

15,388 

600 

1.40 

0.575 

28 

31 

41 

Hewlett-Packard 

330.9 

1145/8-  221/2 

971/2 

12,629 

1,231 

2.01 

0.20 

49 

32 

- 

National  Can 

327.9 

753/8-  17 

723/4 

1,821       ^ 

132 

3.91 

0.75 

19 

33 

75 

Kerr-McGee 

316.1 

150     -  445/8 

935/8 

7,360 

689 

4.65 

1.50 

20 

34 

28 

Lucky  Stores 

308.4 

333/,-     71/2 

301/2 

11,264 

344 

2.95 

0.75t 

10 

35 

107 

Johnscn  &  Johnson 

305.4 

1571/2-  37 

151 

18,266 

2,758 

3.18 

0.85 

47 

36 

50 

Jim  Walter 

301.9 

42%-     45/8 

34 

10,428 

355 

1.51 

0.40 

23 

37 

18 

Great  Western  United 

284.6 

79     •     93/, 

371/2 

2,067 

78 

5.61 

1.13 

7 

38 

?! 

AMP 

281.4 

581/,-  141/3 

541/8 

12,236 

662 

1.89 

0.48 

29 

39 

33 

Giant  Food 

274.5 

241/8-     53/4 

23% 

2,280 

54 

1.66 

0.525t 

14 

40 

24 

Kidde,  Walter 

269.5 

87     -  145/8 

511/4 

7,462 

382 

3.51 

stock 

15 

41 

3 

Fluor 

253.7 

603/4-       65/8 

241/4 

7,013 

170 

2.15 

stock 

11 

42 

5 

Kinney  National  Service 

251.0 

4478-      85/8 

301/2 

5,940 

181 

1.72 

0.25 

18 

43 

- 

Zaie 

250.7 

61     -  121/8 

435/8 

6,657 

290 

1.89 

0.64 

23 

44 

45 

Heublein 

241.5 

43%-  in/s 

385/8 

11,066 

427 

1.31 

0.75 

29 

45 

Sperry  &  Hutchinson 

228.81 

573/8-    165/8 

541/4 

10,518 

571 

3.35 

1.00 

16 

46 

54 

Boise  Cascade 

225.6 

8O1/4-  17i/« 

751/2 

26,939 

2,034 

3.05 

0.25t 

25 

47 

36 

Raytheon 

224.4 

531/2-     91/2 

34% 

14,375 

501 

2.29 

0.53 

15 

48 

78 

Xerox 

222.4 

115       -    315/8 

106 

77,267 

8,190 

1.97 

0.567 

54 

49 

153 

Sperry  Rand 

214.4 

651/8-  lli/g 

435/8 

34,112 

1,488 

2.26 

0.48 

19 

50 

112 

Ully,  Eli 

213.3 

99     -  301/2 

963/4 

33,209 

3,213 

2.43 

1.05 

40 

51 

74 

Schlumberger 

210.6 

1101/2-  265/g 

98 

11,585 

1,135 

3.93 

1.28 

25 

52 

51 

Delta  Air  Lines 

209.9 

441/8-  101/4 

31% 

19,125 

610 

2.09 

0.40 

15 

53 

93 

Avon  Products 

209.5 

175     -  52 

1663/4 

28,737 

4,792 

2.79 

1.80 

60 

54 

153 

Schlitz  Brewing 

200.5 

801/4-  171/2 

721/2 

9,636 

699 

2.51 

1.30 

29 

55 

56 

ARA  Services 

199.1 

125     -  361/8 

II81/2 

4,538 

538 

3.28 

0.90 

36 

56 

58 

Lear  Siegler 

195.0 

293/8-       63/8 

19 

11,164 

212 

1.55 

0.48 

12 

57 

46 

Atlantic  Richfield 

191.0 

1353/4-  301/4 

883/4 

43,232 

3,839 

4.08 

1.90 

22 

58 

16 

Consolidated  Freightways 

188.5 

453/8-     9% 

281/8 

5,572 

157 

2.56 

1.00 

11 

59 

151 

Pittston 

186.4 

733/4-   203/8 

72 

4,856 

350 

3.33 

1.20 

22 

60 

61 

Halliburton 

185.6 

6O1/2-  I61/2 

53 

17,147 

909 

3.04 

1.05 

17 

61 

22 

Occidental  Petroleum 

185.3 

553/8-     63/8 

231/2 

49,300 

1,159 

3.27 

0.90t 

7 

62 

81 

Grant,  W  T 

184.9 

59     •  18 

52 

13,854 

720 

2.99 

1.40 

17 

63 

120 

Emerson  Electric 

184.8 

613/8-     193/g 

561/4 

22,093 

1,243 

2.11 

1.00 

27 

64 

142 

Philip  Morris 

184.6 

363/8-     121/8 

343/4 

22,241 

773 

2.46 

0.95 

14 

65 

57 

Castle  &  Cooke 

183.9 

455/8-  101/4 

305/8 

10.410 

319 

1.62 

0.60 

19 

66 

40 

Pabst  Brewing 

183.5 

511/2- 141/8 

45 

9,524 

429 

2.11 

0.575 

21 

67 

" 

Pueblo  Supermarkets 

182.9 

263/8-     63/4 

195/8 

4,203 

82 

1.60 

0.26 

13 

68 

67 

Essex  International 

182.4tt 

59     ■  123/8 

36 

9,120 

328 

3.12 

1.20 

12 

59 

43 

Cook  United 

181.6 

50%-  iiy* 

393/4 

3,776 

150 

2.42 

0.50 

16 

70 

-~ 

Columbia  Pictures 

180.0 

451/4-       83/8 

25 

5,838 

146 

1.05 

0.60 

24 

70 

» 

SunsT-i'^and 

180.0 

91     ■  10 

28 

5,236 

147 

2.46 

0.80 

11 

GAC  Corp 

177.6 

671/4-  171/4 

59 

6,845 

404 

3.53 

1.50 

17 

■  ff-  '^'lod  Services 

177.5 

20     ■     51/8 

14 

912 

13 

0.74 

0.20 

19 

V  MacMillan 

177.2 

421/4-  101/4 

285/8 

12,272 

352 

1.26 

stock 

23 

■< 

173.0 

46%-     91/8 

421/2 

18,452 

784 

1.33 

none 

32 

/"> 

169.5 

493/8-  135/8 

431/8 

10,815 

466 

1.42 

none 

30 

77 

169.4 

753/4-  24% 

701/2 

7,354 

518 

2.39 

1.20 

29 

73 

'T 

165.8 

593/4.  14 

395/8 

24,293 

963 

2.36 

1.00 

17 

79 

72 

164.1 

55%-  133/8 

501/8 

42,984 

2,155 

1.91 

0.65t 

26 

80 

99 

160.6 

263/8-       63/4 

17% 

24.891 

445 

0.99 

stock 

18 

81 

92 

157.5 

1443/4-  465/8 

122 

10,958 

1,337 

2.80 

0.80 

44 

82 

11 

156.0 

169>/2.  111/2 

29% 

2,072 

62 

2.61 

1.333 

11 

83 

75 

i> 

152.2 

571/4-    185/8 

461/2 

3,265 

152 

3.84 

1.40 

12 

•Not 

ranked 

last  year                         >        ttT.omputed 

from  1/20/65  offering 

price.   tComputed  frc 

m    4/28/66 

offering  price. 
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Who's  Where  in  the  Stock  Market 

Rank 
■69        -68 

Company 

5-Year 

Price  Gain 

1965-89 
Price  Range 

Recent 
Price 

Shares 
Outstanding 
(thousands) 

Total 

Market 

Value 

(millions) 

Latest 
l2-IVIonth 
Earnings 
Per  Share 

Indicated 

1969 
Dividend 

Price/ 

Earnings 

Ratio 

/ 

84 

13 

Rap  d-American 

151.8 

521/2-   e'/g 

175/8 

6,826 

120 

3.78 

0.75 

5 

85 

85 

Carnation 

144.3 

1081/4-  39% 

99 

7,641 

756 

4.88 

1.55 

20 

86 

General  Instrument 

143.7 

86     -  131/2 

32 

6,028 

193 

0.74 

stock 

43 

87 

Cyprus  Mines 

141.9 

81     -  203/4 

501/2 

4,657 

235 

4.99 

1.40 

10 

88 

Moore  Corp 

140.3 

395/8-   143/4 

353/4 

28,330 

1,013 

1.20 

0.475 

30 

89 

84 

SCOA  Industries 

139.4 

271/2-     63/4 

211/4 

3,319 

71 

1.55 

0.575 

14 

90 

87 

Maione  &  Hyde 

135.2 

28     -     91/2 

211/2 

3,596 

77 

1.32 

0.40t 

16 

91 

65 

Norris  Industries 

135.0 

331/2-     63/8 

175/8 

4,200 

74 

3.26 

0.80 

5 

92 

109 

Harris  Intertype 

134.5 

80 1/4-  23 

743/4 

6,335 

474 

3.22 

1.00 

23 

93 

117 

Magna  vox 

133.0 

621/2-  155/8 

361/4 

16,485 

598 

2.66 

1.20 

14 

94 

Eagle-Pitcher 

131.0 

351/4-  12 

28% 

4,435 

128 

2.33 

0.80 

12 

95 

Braniff  Airlines 

129.7 

321/2-     43/8 

105/8 

4,513 

48 

0.58 

0.50 

18 

96 

59 

Colt  Industries 

129.2 

661/4-  211/2 

271/2 

6,290 

173 

3.51 

1.00 

8 

97 

70 

Reliance  Electric 

129.0 

323/8-     93/4 

281/4 

6,156 

174 

1.97 

0.625 

14 

98 

Oayco 

128.9 

34     -     95/8 

23% 

2,835 

68 

2.63 

1.103 

9 

99 

157 

Continental  Can 

128.6 

781/4-  321/4 

76 

19,182 

1,458 

4.69 

2.20 

16 

100 

131 

Crown  Cork  &  Seal 

128.4 

1878-      65/8 

15% 

20,657 

328 

1.08 

none 

15 

101 

180 

Scot  Lad  Foods 

125.1 

321/2-       85/8 

28 

2,002 

56 

1.80 

0.475 

16 

102 

125 

Coca-Cola 

123.1 

87     -  345/8 

781/2 

57,392 

4,505 

2.11 

1.32 

37 

103 

169 

Rewlon 

122.5 

665/8-  221/2 

66 

11,778 

777 

2.13 

0.93 

31 

104 

148 

Merck 

118.9 

1093/8-  481/2 

1085/8 

35,789 

3,888 

2.75 

2.00 

40 

105 

70 

Chicago  Bridge  &  Iron 

118.2t 

95     -  293/8 

64 

2,309 

148 

4.47 

3.10 

14 

106 

~ 

Hart  Schaffner  &  Marx 

117.8 

411/8-  133/8 

301/4 

8,368 

253 

1.84 

0.80 

16 

107 

161 

Control  Data 

114.5 

174     -  235/8 

1143/4 

14,088 

1.617 

3.63 

none 

32 

108 

Jonathan  Logan 

113.6 

70^8-    263/4 

59 

3,568 

211 

3.51 

0.80 

17 

109 

107 

Eastman  Kodak 

113.4 

86'/8-  341/2 

73% 

161,545 

11,934 

2.47 

1.22 

30 

110 

47 

Textron 

113.2 

57^/8-  13 

28% 

26,905 

760 

2.16 

0.88 

13 

111 

192 

Standard  Oil  Ohio 

110.5 

119'/8-  445/8 

941/4 

13,100 

1,235 

5.64 

2.70 

17 

112 

188 

Mayer,  Oscar 

110.4 

223/4-     75/8 

201/8 

9,112 

183 

1.40 

0.55 

14 

113 

173 

Warner  Lambert 

110.0 

743/8-  301/2 

68 1/4 

30,056 

2,051 

2.34 

1.10 

29 

114 

Avnet 

109.5 

431/2-     53/4 

12 

10,071 

121 

0.94 

0.40 

13 

114 

177 

Sterling  Drug 

109.5 

443/4-    185/8 

421/4 

36,984 

1,563 

1.32 

0.71 

32 

116 

89 

Rohr 

108.4 

39     ■  121/8 

25% 

3,586 

93 

2.82 

0.80 

9 

117 

85 

Collins  Radio 

107.9 

114'/8-   193/8 

3972 

2,967 

117 

2.50 

0.80 

16 

118 

89 

Bell  &  Howell 

106.1* 

93 '/g-  25 

551/8 

5,030 

277 

2.51 

0.60 

22 

119 

290 

Pfizer,  Charles 

106.1 

93     -  491/4 

102 

20,973 

2,139 

3.37 

1.70 

30 

120 

250 

National  Cash  Register 

105.4 

1541/4-  59 

1441/2 

10,331 

1,493 

3.83 

1.20 

38 

121 

- 

Pitney- Bowes 

103.8 

41%-   19'/4 

395/8 

11,973 

474 

1.27 

0.66 

31 

122 

Continental  Airlines 

103.6 

375/8-     61/2 

131/2 

11,513 

155 

0.10 

0.50 

135 

123 

166 

Combustion  Engineering 

103.5 

93     -  331/2 

72 

4,667 

336 

4.62 

2.40 

16 

123 

15 

Gulf  &  Western  Industries 

103.5 

641/4-     91/8 

19% 

15,574 

298 

2.30 

0.475t 

8 

125 

124 

Motorola 

103.4 

2331/2-  625/8 

1291/2 

6,151 

797 

5.34 

1.00 

24 

126 

246 

M.nnesota  Mining  &  Mfg 

102.9 

1193/4-  54 

1123/8 

54,521 

6,127 

3.16 

1.60 

36 

127 

235 

Quaker  Oats 

102.8 

447/8-  21 1/4 

43 

12,344 

531 

1.95 

0.883 

22 

128 

31 

Dart  Industries 

101.0 

545/8-    I8I/2 

501/2 

16,881 

852 

2.17 

0.30t 

23 

128 

~ 

Eastern  Gas  &  Fuel 

101.0 

441/4-    121/8 

263/4 

9,119 

244 

1.33 

stock 

20 

130 

188 

Richardson  Merrell 

100.0 

65     •  273/4 

57% 

11,418 

661 

2.62 

0.85 

22 

131 

153 

Bristol  Myers 

97.8 

831/2-  335/8 

681/4 

28,790 

1,965 

2.19 

1.20 

31 

131 

143 

Crane 

97.8 

613/8-    223/8 

423/8 

2,506 

106 

3.41 

1.60t 

29 

133 

217 

American  Home  Products 

97J 

68I/4-    303/4 

643/4 

48,583 

3,146 

2.28 

1.40 

28 

134 

275 

Brunswick 

97.2 

25     -     6 

173/4 

18,583 

330 

0.70 

0.10 

25 

'  135 

114 

Cincinnati  Milling 

96.9 

67%-  231/4 

471/4 

3,576 

169 

4.26 

1.40 

11 

136 

200 

Admiral 

96.8 

673/8-     73/4 

153/8 

5,124 

79 

0.93 

none 

17 

137 

51 

ELTRA 

96.7 

503/4-  14 

273/4 

7,884 

219 

2.88 

0.875 

10 

•Not  ranked  last  year.       fPlus  stock.       ^Computed  from   1964  high. 
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Who's  Where  in  the  Stock  Market 


Rank 
'69       '68 

Company 

5-Year 
Price  Gain 

1965-69 
Price  Range 

Recent 
Price 

Shares 
Outstanding 
(thousands) 

Total 

Market 

Value 

(millions) 

Latest 
12-Month 

Earnings 
Per  Share 

Indicated 

1969 
Dividend 

Price/ 

Earnings 
Ratio 

138 

89 

Y  imes  Mirror 

96.2 

52y2-  19% 

40 

12,921 

517 

2.17 

0.50 

■   18 

139 

53 

Foster  Wheeler 

92.3 

333/8-       73/8 

151/2 

2,736 

42 

1.51 

0.75t 

10 

140 

255 

Grinnell 

91.8 

198     -  855/8 

1751/2 

1,425  . 

250 

10.27 

2.52 

17 

141 

168 

Eaten  Yals  &  Towne 

89.0 

46'/8-  211/4 

40% 

16,351 

668 

3.48 

1.40 

11 

141 

173 

Interna'IrnatTel&Tel 

89.0 

621/2-  243/8 

56 

61,098 

3,421 

2.82 

0.95 

20 

143 

159 

Mercantils  Stores 

88.3 

741/4-  271/8 

641/2 

2,548 

190 

4.34 

1.40 

15 

144 

32 

Evans  Products 

87.3 

62     ■  153/8 

43% 

3,452 

151 

3.23 

0.60t 

14 

145 

123 

Weyerhaeuser 

86.7 

447/8-  14 

421/4 

59,571 

2,517 

2.02 

0.775 

21 

146 

113 

Sybron 

85.71; 

441/2-  17 

341/8 

9,189 

314 

1.43 

0.60 

24 

147 

106 

Kelsey-Hayes 

85.0 

57     -  16 

293/8 

2,970 

87 

3.46 

1.30 

8 

148 

310 

Hartford  Fire  Ins 

83.4 

66I/4-    203/8 

631/2 

22,000 

1,397 

2.61 

1.40 

24 

149 

82 

Getty  Oil 

83.0 

1101/4-  215/8 

481/2 

10,976 

969 

4.60 

0.38 

11 

150 

34 

Northwest  Airlines 

82.3 

671/2-  17% 

29 

20,914 

607 

2.55 

0.45 

11 

151 

210 

Gimbel  Brothers 

79.4 

491/2-  203/8 

421/2 

8,496 

361 

2.87 

1.00 

15 

152 

118 

Southland  Corp 

78.9 

44     -  12 

33 

7,429 

245 

1.52 

0.24t 

22 

153 

65 

Vornado 

78.8 

371/4-    113/4 

211/8 

6,032 

127 

1.81 

none 

12 

154 

328 

Dun  &  Bradstreet 

78.2 

60    -  24 

53 

10,420 

552 

1.99 

1.325 

27 

154 

78 

Walgreen 

78.2 

451/2-  141/8 

261/2 

6,353 

168 

1.91 

1.00 

14 

156 

120 

Northrop 

77.2 

537/8-  20 

37 

4,696 

174 

3.91 

1.00 

9 

157 

128 

Illinois  Central 

76.9 

50%-  141/2 

303/8 

9,505 

289 

2.72 

0.785 

11 

158 

292 

Union  Camp 

74.2 

351/2-  17 

303/8 

14,971 

455 

1.97 

1.00 

15 

159 

101 

Bemis 

73.5 

385/8-    123/4 

22% 

4,189 

96 

1.94 

0.95 

12 

159 

138 

International  Business  Mach 

73.5 

375     -1313/8 

3551/8 

113,277 

40,227 

8.25 

3.60 

43 

161 

55 

Interco 

73.4 

541/2-  151/2 

273/4 

7,231 

201 

3.13 

1.00 

9 

162 

200 

PepsiCo 

73.3 

57    -  271/2 

52 

22,258 

1,157 

2.28 

0.975 

23 

163 

283 

Man  Ji'acl'jrers  Hanower  Trust 

73.2 

733/4-  343/4 

623/8 

14,000 

873 

5.56 

2.50 

11 

164 

263 

Househpfd  Finance 

72.4 

48%-  203/4 

435/8 

21,118 

921 

2.95 

1.10 

15 

165 

173 

Pot'atch  Forests 

69.4 

553/4-  135/8 

381/2 

7,003 

270 

2.44 

0.84 

15 

166 

180 

Whirlpool 

68.8 

66    -  315/8 

581/4 

11,753 

685 

3.95 

1.60 

15 

167 

17 

Iowa  Beef  Packers 

67.9 

771/2-  183/4 

293/8 

2,160 

63 

2.37 

none 

12 

168 

103 

MacDonald,  E  F 

67.4 

241/8-     6 

95/8 

3,703 

36 

1.05 

0.60 

9 

169 

110 

American  Smelting  &  Ref 

67.3 

495/8-  18 

311/8 

29,146 

907 

3.45 

1.90 

9 

170 

399 

North  American  Philips 

67.2 

593/4-  28 

531/2 

8,681 

454 

2.43 

1.00 

22 

171 

* 

Northeast  Airlines 

66.8 

39     -     41/8 

71/2 

6,685 

50 

dl.55 

none 

— 

172 

297 

Heinz,  H  J 

65.9 

39     •  13% 

361/2 

12,572 

459 

2.33 

0.84 

16 

173 

207 

Teciimseh  Products 

65.6 

152     -  501/2 

125 

1,823 

228 

9.56 

3.15 

13 

174 

183 

Bendix 

65.0 

571/2-  22 

361/2 

12,397 

452 

3.71 

1.60 

10 

175 

73 

Hormel,  George  A 

64.7 

501/8-  121/2 

321/8 

2,380 

76 

3.88 

1.25 

8 

176 

185 

Wickes 

64.6 

583/8-  18 

391/2 

5,837 

231 

2.30 

1.00 

17 

177 

* 

National  Airlines 

64.2 

523/8-  16 

27 

8,425 

227 

2.17 

0.33 

12 

178 

231 

Smith,  A  0 

63.1 

521/2-   211/8 

401/2 

2,490 

101 

5.73 

1.40 

7 

179 

» 

Distillers  Corp-Seagrams 

62.5 

581/2-  251/4 

493/4 

17,539 

873 

2.95 

1.20 

16 

179 

64 

Fairchild  Hiller 

62.5 

295/8-     7 

145/8 

4,555 

67 

1.18 

none 

12 

181 

241 

Abbott  Laboratories 

61.2 

781/2-  351/8 

753/4 

13,491 

1,022 

2.49 

1.08 

30 

182 

30 

Ogden 

60.2 

52     -  10% 

195/8 

10,745 

211 

2.14 

0.80 

9 

183 

241 

Central  Soya 

59.6 

333/4-  171/8 

275/8 

6,412 

177 

1.71 

0.80 

16 

184 

185 

Peatrice  Foods 

58.7 

421/4-  20 

39% 

23,676 

944 

2.09 

0.975 

19 

185 

6? 

SCM 

58.1 

865/8-  15 

233/4 

8,509 

202 

2.33 

0.60t 

10 

186 

359 

i)wens-Corning  Fiberglass 

57.1 

933/4-   525/8 

82% 

7,243 

600 

3.08 

1.40 

27 

187 

246 

55.8 

62%-  295/8 

471/8 

29,130 

1,373 

2.09 

1.35 

23 

188 

V, 

;,  :lJoniinll  iiouglas 

55.2 

595/8-  131/4 

251/8 

27,287 

686 

4.73 

0.40 

5 

189 

2S'i 

A.-.riBt  Daniels-Midland 

55.0 

693/4-  30 

563/8 

1,348 

76 

2.64 

1.60 

21 

189 

110 

OuttMjrd  Marine 

55.0 

443/8-  13 

25 

8,071 

202 

2.12 

1.00 

12 

191 

■» 

! -v  Manulacturing 

54.9 

503/8-  213/4 

351/4 

4,623 

163 

2.55 

1.40 

14 

192 

300 

..i>ton  Purina 

54.8 

31     ■  173/8 

27 

30,570 

825 

1.47 

0.60 

18 

•Not  ranked  last  yaai.       tPlus  stock.       ^Computed  from  12/31/65  price. 
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FORBES,  JANUARY  1,  1970 


Watch  out 


for  these  changes 


in  1970 


Washington,  D.  C— The  year  ahead  will  not  be  an  easy  one 
•  those  who  try  to  drift  along  on  a  business-as-usual  basis.  There 

I  be  too  much  going  on  .  .  .  too  many  changes  and  departures 
)in  conditions  with  which  we  now  are  familiar. 

You  quickly  come  to  this  conclusion  when  you  examine  what 
S.  News  &  World  Report  has  to  say.  in  current  and  coming 
ues,  about  the  outlook  for  1970. 
As  the  Editors  of  U.S.  News  &  World  Report  point  out,  there 

I  good  amount  of  agreement  that  business  could  be  headed  for 
risis  period  in  1970 -but  hot  argument  over  what  the  crisis 

II  be  all  about:  run-away  inflation  despite  Government  counter- 
;asures  ...  or  a  business  recession  as  result  of  the  counter- 
;asures  ...  or  even  inflation  and  recession  side-by-side.  There'll 

clearer  signs  of  what  is  coming  early  in  the  new  year. 
Vietnam,  and  the  speed  and  extent  of  U.S.  disengagement,  will 

ns  changes  which  will  surprise  a  lot  of  pieople.  And  the  fact 
at  '70  is  a  political  year,  with  mid-term  Congressional  elections, 
)n't  make  planning  and  preparations  any  easier;  some  good 
rt  of  the  pronouncements  and  promises  we'll  hear  next  year  will 

"politics"  pure  and  simple. 

This  is  a  time  to  follow  the  news  closely,  to  estimate  carefully 
lat  it  means  to  you,  your  family,  your  business,  your  savings- 
good  time  to  start  reading  U.S.  News  &  World  Report. 

Here  is  more  on  the  outlook,  in  more  detail: 

AR  IN  VIETNAM:  'Vietnam  lingers  stubbornly  as  the  Nation's 
0.  1  problem.  Until  it  is  settled  just  about  everything  Mr.  Nixon 
es  to  accomplish  will  be  deeply  affected.  Formal  peace  in  "Viet- 
m  will  remain  as  elusive  as  ever  in  the  new  year,  but  Nixon 

II  continue  the  systematic  withdrawal  of  U.S.  troops.  No  matter 
hat  Saigon  and  Hanoi  do  in  1970-the  war  will  be  fading  away 
pidly  so  far  as  U.S.  combat  activity  is  concerned. 

JSINESS-A  TIRING  BOOM  TO  RALLY?  The  slowdown  now 
ider  way  will  continue  into  the  months  ahead.  Unemployment 
rise  further.  But  the  recession  some  talk  about,  if  it  ever 
)mes,  will  be  a  mild  one.  Later  in  the  year  business  is  expected 
be  back  on  the  high  road  again.  Consumer  spending  will  lead 
e  way  as  lower  Federal  tax  bills,  and  Social  Security  boosts, 
tten  many  pocketbooks. 

HE  "REAL"  NIXON  ADMINISTRATION:  After  the  shake-down 
ar  of  '69.  the  real  Nixon  Administration  is  to  emerge  in  1970. 
ew  Federal  budget  will  be  the  first  prepared  under  Nixon  Repub- 
;ans.  As  'Vietnam  tapers  off,  emphasis  will  shift  to  urgent  eco- 
jmic  and  domestic  programs.  Look  for  new  proposals  on  public 
lucation,  environment,  passenger  trains,  farm  policy.  Mr.  Nixon's 
ittles  with  Democratic-controlled  Congress  will  heat  up.  He  may 
!  forced  on  occasion  to  resort  to  Presidential  veto. 

OMMUNISTS  UNDER  PRESSURE:  Russia  will  be  trying  in 
'70  to  cool  off  feud  with  Red  China  -  but  old  alliance  will  be 
ird  to  patch  up  completely.  Chinese  Communists  will  continue 
threaten  their  neighbors  including,  perhaps,  India.  In  East 
urope,  Soviets  will  do  whatever  it  takes  to  keep  lid  on  liberal 
irrings.  Hopeful  sign  is  Kremlin's  warming  interest  in  idea  of 
Iks  with  high  U.S.  officials. 

■VESTMENTS  IN  1970:  The  year  ahead  has  tKe  makings  of  a 
liriod  when  many  investors  will  prosper  from  well-timed  pur- 
jiases.  Profit  squeeze  has  resulted  in  a  drag  on  stocks  which  cori- 
nues  until  investors  foresee  a  turning  point  toward  better  busi- 
;ss.  Most  analysts  expect  such  a  turning  point  around  mid-'70. 


POLITICS:  THE  CONGRESSIONAL  ELECTIONS:  Ten  months  of 
political  maneuvering  ahead,  as  both  parties  prepare  for  '70  elec- 
tions. Coming  year  may  provide  the  most  severe  test  of  divided 
government  in  modern  times  for  the  American  System. 

CIVIL  RIGHTS  AND  RACIAL  UNREST:  Another  year  of  imple- 
menting civil  rights  laws  already  on  the  books,  rather  than  on 
passing  new  laws.  Emphasis  will  be  more  on  jobs,  housing  and 
business  opportunities  for  Negroes,  less  on  forced  integration. 
Pattern  of  racial  violence  is  changing  and  trouble  may  be  moving 
toward  smaller  towns  and  suburbs. 

INFLATION  FOREVER?  PRICES;  WAGES;  INCOMES;  COST- 
OF-LIVING:  No  victory  is  clearly  in  sight  at  this  point,  in  the 
battle  to  control  inflation.  Businessmen  and  consumers  will  have 
reason  to  grumble  over  price  boosts  all  through  1970.  Automatic 
wage  increases,  built  into  labor  contracts,  will  keep  wages  climbing. 

This  is  the  right  time  to  start  a  trial  subscription  to  U.S.  News 
&  World  Report  — and  the  changes  coming  in  the  new  year  are 
not  the  only  reason.  You  can  try  the  magazine  right  now  at  a 
great  saving,  under  the  terms  of  a  special  Introductory  Offer.  It 
is  23  weekly  issues  for  only  $3.00,  which  works  out  to  just  about 
13^  a  copy. 

U.S.  News  &  World  Report  is  the  news  magazine  you'll  profit 
most  from  reading  this  year.  It  is  a  personal  and  practical  maga- 
zine. Every  issue  brings  you  reliable  information  about  prices, 
taxes,  business,  investments,  education,  income,  health  .  .  .  news 
you  can  use  to  advantage. 

Look  over  this  list  of  headlines  from  U.S.  News  &  World 
Report  — just  a  few  of  the  news  articles  which  have  appeared 
in  recent  issues: 

1.  When  Truce  Comes  in  Vietnam  — Changes  To  Expect 

2.  What  Anti-Inflation  Measures  Do  To  The  Stock  Market 

3.  Where  Food  Prices  Are  Headed  In  The  New  Year 

4.  Business  In  Early  '70-Downturn,  Or  A  Rally? 

5.  How  To  Help  Your  Child  Succeed  In  School 

6.  Arab-Israeli  Confrontation— The  New  Dangers 

7.  What  Congress  Is  Likely  To  OK- And  KO 

8.  Income  Tax  Reform:  Who'll  Pay  Less,  Who  More 

9.  What  Harm  In  Marijuana?  Answers  Given  To  Congress 

10.  The  Big  Changes  Coming  In  The  Draft 

1 1 .  College  Activists:  What  "Cause"  To  Follow  In  '70? 

12.  Those  Tax-Free  Millionaires -How  They  Dolt 

13.  Surprises  In  '70  Elections?  Straws  In  The  Wind 

14.  U.S.  Industries  Which  Will  Grow  Fastest  In  The  '70's 

15.  What  It  Will  Take  To  Quell  The  Crime  Wave 

1 6.  Inflation :  How  Much  More,  How  To  Hedge  Against  It 

17.  "New  Left"— Close  Look  At  10  Radical  Organizations 

18.  Borrow  Now  or  Wait?  Bankers  Look  At  Interest  Rates 

19.  How  To  Get  Rich  On  Sunday- Pro  Football's  Boom 

20.  Investing  In  Today's  Market:  What  Experts  Advise 

21.  Anti-War  Protests  — Repercussions,  Good  And  Bad 

22.  Nixon  And  Congress:  Programs  He'll  Push  Hardest 

Please  try  a  more  inclusive  sample  — a  trial  subscription  from 
now  to  next  Summer.  Special  Introductory  Offer  provides  an  easy 
and  inexpensive  way  to  find  out  how  good  this  news  magazine  is. 

U.S.News  &\\brld  Report 


1201-20  24th  St.,  N.W.,  Washington,  D.C.  20037 
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The  tighter  money  gets, 
the  more  businesses  need 
North  American  Car 


We  lease  railroad  cars  customized  to  your  service  and 
profit  needs. 

Leasing  frees  inioot  tant  working  capital  at  a  time  when 
capital  is  cost'  ard  to  come  by. 


Leasitig  fron\    x. 
extras  to  help  y 

Before  we  supply  \ 
how  gained  from  w. 
with  many  leading  tt 


orican  Car  adds  important 
e  profit  <?queeze. 

'  equipment,  we  apply  know- 

1  out  distribution  problems 

'  distribution  managers. 

What's  more,  and  never  has  it  been  more  important, 

70 


you  can  get  customized  leasing  arrangements,  tailored 
to  your  profit  targets. 

The  paper  work,  maintenance,  financing,  taxes,  and 
insurance  liabilities  that  plague  the  company  that  owns 
cars  become  our  problems,  not  yours. 

The  tighter  money  gets,  the  more  sense  it  makes  to 
lease.  Why  lease  from  North  American  Car?  A  phone 
call  will  bring  you  a  man  with  all  the  reasons.  In  the 
United  States,  call  (312)  346-0400.  In  Canada,  call  (514) 
866-4331.  North  American  Car  Corporation,  77  South 
Wacker  Drive,  Chicago,  Illinois  60606. 
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Who's  Where  in  the  Stock  Market 


f 

Total 

Latest 

Shares 

Market 

12-Month 

Indicated 

Price/ 

Rank 

5-Year 

1965-69 

Recent 

Outstanding 

Value 

Earnings 

1969     i 

Earnings 

•69 

-68 

Company 

Price  Gain 

Price  Range 

Price 

(thousands) 

(millions) 

Per  Share 

Dividend 

Ratio 

19^ 

213 

Cluett  Peabody 

54.3 

39y4-   145/8 

311/4 

8,362 

261 

1.96 

0.90 

16 

194 

101 

McGraw-Hill 

53.6 

561/2-    183/4 

29 

21,758 

631 

1.14 

0.70 

25 

195 

229 

Stokely-Van  Camp 

53.3 

603/4-    171/8 

293/8 

3,320 

98 

1.33 

1.00 

22 

196 

346 

Western  Union 

53.1 

583/8-  281/2 

461/2 

8,888 

413 

2.70 

1.40 

17 

197 

138 

Oi  Giorgio 

52.7 

273/4-    lOi/s 

211/4 

3,082 

65 

1.38 

0.567 

15 

198 

233 

Andersen  Clayton 

52.6 

543/8-  24 

401/4 

3,129 

126 

2.25 

1.20 

18 

198 

131 

Consolidated  Foods 

52.6 

51     -  231/8 

40^8 

21,416 

875 

2.07 

1.00 

20 

200 

179 

U  S  Plywood-Champion 

52.0 

413/4-    14% 

32% 

24,194 

795 

2.27 

0.795 

14 

201 

Beech  Aircraft 

51.9 

461/8-  101/4 

181/8 

4,639 

84 

0.43 

0.75t 

42 

202 

Twentieth  Century-Fox 

51.6 

413/4-     lll/g 

167/8 

8,296 

140 

d3.76 

0.50 

- 

203 

Grolier 

51.5 

38     ■  135/8 

281/2 

3,852 

110 

2.24 

0.95 

13 

204 

192 

Plllsbury 

51.3 

601/2-  273/4 

571/2 

4,769 

274 

3.11 

1.31 

18 

205 

'- 

Government  Employees  Ins 

51.0 

591/2-  293/8 

541/4 

7,634 

414 

1.73 

i.iot 

31 

206 

119 

American  Standard 

50.9 

49     •   141/4 

303/4 

11,479 

353 

1.90 

1.00 

16 

207 

Metro-Goldwyn-Mayer 

50.3 

643/4-   163/8 

283/4 

5,801 

167 

d6.11 

0,60 

- 

208 

163 

Litton  Industries 

49.6 

1151/8-  33'/8 

491/2 

26,008 

1,287 

2.43 

stock 

20 

209 

161 

Crum  &  Forster 

49.3 

631/2-  191/2 

37 '/8 

5,482 

208 

2.39 

2.40 

16 

210 

186 

Macy,  R  H 

49.0 

45     -  201/2 

353/8 

9,204 

326 

2.53 

1.00 

14 

211 

217 

General  Mills 

47.5 

435/8-  235/8 

351/2 

17,795 

632 

1.80 

0.84 

20 

212 

140 

Associated  Dry  Goods 

46.7 

601/2-  273/4 

441/2 

12,048 

536 

2.49 

1.20 

18 

213 

195 

Penney,  J  C 

46.6 

571/8-  243/8 

491/8 

51,644 

2,537 

2.15 

1.00 

23 

214 

99 

Grumman  Corp 

46.3 

481/4-  155/8 

26 

7,118 

185 

3.10 

1.00 

8 

215 

42 

Dresser  Industries 

46.1 

4378-   163/8 

243/8 

9,276 

226 

2.90 

1.40 

8 

216 

95 

Indian  Head 

45.5 

461/2-  153/4 

24 

4,131 

99 

2.86 

0.60 

8 

217 

310 

Hiram  Walker 

44.8 

491/4-  233/4 

481/2 

17,213 

835 

2.78 

1.45 

17 

218 

148 

Cessna  Aircraft 

42.5 

33     •   141/2 

215/8 

1,752 

146 

2.25 

0.775 

10 

219 

199 

Kennecott  Copper 

42.2 

551/2-  28 

435/8 

33,159 

1,447 

4.87 

2.40 

9 

220 

204 

Hammermill  Paper 

39.0 

381/2-  I81/4 

261/4 

5,687 

149 

2.24 

1.00 

12 

221 

328 

Addressograph-Multigraph 

38.7 

91'/8-  411/8 

641/2 

8,026 

518 

3.32 

1.40 

19 

221 

Curtiss-Wright 

38.7 

293/8-   121/4 

19 

8,125 

154 

1.46 

1.00 

13 

221 

207 

McGraw  Edison 

38.7 

45'/8-  23 

353/8 

13,715 

485 

2.51 

1.40 

14 

224 

319 

Woolworth,  F  W 

37.6 

435/8-   191/2 

38 

28,703 

1,091 

2.32 

1.15 

16 

225 

259 

Clark  Equipment 

37.5 

403/4-   191/2 

343/8 

12,024 

413 

3.21 

1.40 

11 

225 

233 

Colgate-Palmolive 

37.5 

551/4-  221/2 

451/4 

14,734 

667 

2.54 

1.20 

18 

227 

381 

U  S  Fidelity  &  Guaranty 

37.3 

851/2-  413/4 

715/8 

8,091 

580 

5.00 

4.00 

14 

228 

225 

Universal  Leaf  Tobacco 

3£.6 

363/4-    18^8 

281/4 

2,492 

70 

3.12 

1.50 

9 

229 

Carborundum 

35.1 

701/4-    315/8 

441/2 

3,651 

162 

4.16 

1.40 

11 

230 

294 

Phelps  Dodge 

35.0 

553/4-  271/8 

471/2 

20,178 

958 

4.50 

1.95 

11 

231 

134 

Dravo 

34.9 

54^8-  153/8 

281/2 

2,143 

61 

3.23 

1.40 

9 

231 

National  Service  Ind 

34.9 

3078-    103/8 

203/8 

12,149 

248 

1.20 

0.578 

17 

233 

182 

Koppers 

34.5 

483/4-  221/4 

37 

4,792 

177 

3.63 

1.60 

10 

.234 

177 

Westinghouse  Electric 

34.4 

791/8-  40 

571/8 

38,615 

2,206 

3.69 

1.80 

15 

235 

195 

American  Airlines 

34.1 

49     -  22 

30 

20,253 

608 

1.23 

0.80 

24 

236 

Servomation 

32.9 

591/2-   21 1/4 

273/8 

4,876 

133 

1.87 

0.50t 

15 

237 

241 

Broadway-Hale  Stores 

31.7 

46     •  21 

385/8 

6,360 

246 

2.35 

1.00 

16 

238 

170 

Midland-Ross 

31.3 

42     -  I81/4 

241/8 

5,601 

135 

2.36 

1.40 

10 

239 

Champion  Spark  Plug 

31.0 

361/2-  I81/4 

271/2 

12,236 

333 

2.21 

1.20 

12 

240 

159 

Pacific  Car  &  Foundry 

30.4 

77     ■  445/8 

541/2 

2,516 

137 

7.90 

1.70 

7 

240 

237 

Studebaker-Worthington 

30.4 

72'/4-  171/2 

403/4 

5,790 

236 

4.66 

1.00 

9 

242 

237 

National  Distillers 

m2 

241/2-  13 

171/4 

26,197 

452 

1.21 

0.90 

14 

243 

104 

Uniroyal 

29.3 

331/2-  14 

201/8 

25,803 

519 

1.84 

0.70 

11 

244 

368 

Procter  &  Gamble 

28.8 

nv/s-  6OI/4 

105 

41,584 

4,366 

4.74 

2.60 

22 

245 

457 

Connecticut  General 

28.6 

791/2-   323/4 

69 

17,983 

1,241 

3.61 

0.697t 

19 

246 

283 

Corning  Glass  Works 

28.0 

3901/2-180 

2571/4 

6,883 

1,771 

7.51 

2.50 

34 

247 

American  Enka 

27.9 

401/4-   I81/4 

29 

8,024 

233 

2.78 

1.00 

10 

'Not 

ranked 

last  year.       tPlus  stock. 
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'69       '68 


Company 


5- Year 
Price  Gain 


1965-69 
Price  Range 


Recent 
Price 


Shares 
Outstanding 
(thousands) 


Total 

Marliet 

Value 

(millions) 


Latest 
12-Month 
Earnings 
Per  Share 


Indicated  Price/ 

1969     Earnings 
Dividend     Ratio 


247 

221 

Kayser  Both 

27.9 

443/,. 

211/2 

303/8 

6,054 

184 

2.89 

0.60 

11 

247 

* 

Lykes-Youngstown 

27.9 

373/4- 

81/4 

137/8 

8,893 

123 

0.22 

0.60 

•63 

250 

346 

Fruchauf 

27.7 

481/8- 

24% 

385/8 

8,670 

335 

2.94 

1.70 

13 

251 

* 

Southern  Natural  Gas 

27.2 

543/4- 

251/4 

43 

10,019    . 

431 

3.17 

1.40 

14 

252 

158 

Spartans  Industries 

27.1 

501/2- 

121/8 

211/8 

5,431 

115 

1.60 

none 

13 

253 

303 

Goodyear  Tire 

27.0 

34    - 

19'/8 

283/4 

72,262 

2,078 

2.20 

0.825 

13 

254 

319 

St  Regis  Paper 

26.9 

491/2- 

251/2 

361/2 

13,692 

500 

2.90 

1.55 

13 

255 

93 

Ashland  Oil  &  Refining 

26.8 

55    ■ 

19 

247/8 

20,899 

520 

2.30 

1.20 

11 

256 

35 

Texas  Gulf  Sulphur 

26.2 

49y8- 

I61/4 

211/2 

30,367 

653 

2.10 

0.55 

8 

257 

224 

USM 

26.1 

521/2- 

251/2 

413/8 

4,774 

198 

3.73 

1.60 

11 

258 

88 

Columbia  Broadcasting 

26.0 

733/8- 

31 

461/2 

25,378 

1,180 

2.62 

1.40t 

18 

259 

204 

Allis-Chalmers 

25.8 

44    - 

I8I/2 

25 

10,690 

267 

d2.68 

none 

— 

260 

251 

Marcor 

25.2 

641/2- 

191/2 

493/4 

12,613 

627 

3.56 

1.00 

14 

261 

::: 

international  Nickel 

25.0 

473/4- 

291/4 

42 

74,402 

3,125 

1.82 

1.20 

23 

261 

217 

Supermarkets  General 

25.01 

433/8- 

103/4 

26 

3,611 

94 

1.70 

0.40 

15 

263 

414 

Kimberly-Clark 

24.6 

803/8- 

447/8 

715/8 

11,227 

804 

4.48 

2.20 

16 

264 

340 

Standard  Brands 

24.4 

547/8- 

271/8 

49 

13,185 

646 

2.61 

1.50 

19 

265 

115 

Sun  Oil 

24.2 

803/8- 

341/8 

473/4 

26,850 

1,282 

4.08 

i.oot 

12 

266 

166 

Burlington  Industries 

23.9 

5IV4- 

251/4 

37 

25,973 

961 

3.01 

1.40 

12 

267 

143 

U  S  Freight 

23.8 

53    ■ 

183/8 

307/8 

5,612 

173 

2.03 

1.362 

15 

267 

213 

Grand  Union 

23.8 

311/2- 

143/8 

271/2 

6,578 

181 

2.15 

0.75 

13 

269 

268 

Jewel  Companies 

23.6 

553/4- 

25 

463/4 

6,636 

310 

3.14 

1.45 

15 

269 

163 

Transamerica 

23.6 

435/8- 

103/4 

251/8 

61,068 

1,534 

1.20 

0.50t 

21 

271 

136 

Lowenstein,  M 

23.5 

323/8- 

145/8 

203/8 

3,216 

66 

2.67 

0.90 

8 

272 

129 

Interstate  Dept  Stores 

23.4 

4678- 

187/8 

251/8 

4,891 

123 

1.90 

0.60 

12 

273 

* 

Staley,  A  E 

23.3 

523/8- 

327/8 

423/8 

2,574 

109 

3.12 

1.40 

14 

274 

221 

ACF  Industries 

22.6 

683/8- 

35 

483/4 

5,641 

275 

3.86 

2.40 

13 

275 

163 

Newberry,  J  J 

22.4 

411/4- 

15 

30 

1,964 

59 

2.69 

0.95 

11 

276 

251 

RCA  Corp 

21.7 

651/2- 

303/8 

363/4 

62,712 

2,305 

2.44 

1.00 

15 

277 

272 

Westvaco 

20.3 

37%- 

183/8 

27 

10,279 

278 

2.08 

1.01 

13 

278 

346 

American  Sugar 

19.8 

361/2- 

193/8 

231/2 

3,548 

83 

2.43 

1.60 

10 

278 

253 

Honeywell 

19J 

1571/4- 

531/2 

144 

14,913 

2,147 

4.00 

1.175 

36 

278 

153 

Hygrade  Food 

19.8 

83    - 

141/2 

291/2 

762 

22 

2.42 

none 

12 

281 

319 

BankAmerica  Corp 

19.5 

79    - 

365/8 

643/4 

34,277 

2,219 

4.63 

2.108 

14 

282 

■w 

Lone  Star  Cement 

19.3 

273/4-141/8 

24 

8,385 

201 

1.83 

1.00 

13 

283 

263 

Texas  Eastern  Transmission 

19.0 

361/8- 

173/4 

257/8 

19,942 

516 

2,42 

1.40 

11 

284 

235 

;    Owens-lilinois 

18.7 

81     - 

441/2 

62 

16,128 

1,000 

4.01 

1.35 

15 

285 

404 

KsisKf  Ariiininum 

18.4 

59y2- 

283/4 

353/8 

17,313 

612 

2.87 

1.00 

12 

286 

261 

hie 

18.2 

441/2- 

223/8 

315/8 

16,876 

534 

2.71 

1.20 

12 

287 

232 

wn^^  ■' 

18.0 

571/2- 

26 

313/8 

6,537 

205 

3.48 

2.00 

9 

288 

i  iBdusiri';; 

17.4 

293/8- 

27/8 

91/2 

6,592 

63 

0.75 

0.60 

13 

289 

''■■■■''"•■'"'■- 

17.2 

481/4- 

231/2 

411/4 

10,073 

416 

2.68 

1.28 

15 

290 

17.1 

381/4- 

241/8 

303/4 

5,787 

178 

2.27 

1.40 

14 

291 

134 

f-. 

17.0 

37     - 

127/8 

163/8 

5,355 

88 

2.01 

0.80 

8 

292 

98 

^     Cuc.:m, 

16.9 

293/8- 

6 

121/8 

2,334 

28 

1.86 

none 

7 

293 

368 

International  Paper 

16.4 

46     - 

233/4 

381/8 

43,559 

1,661 

2.58 

1.50 

15 

294 

259 

Murphy,  G  C 

15.1 

401/2- 

185/8 

275/8 

4,069 

112 

2.10 

1.20 

13 

294 

« 

^    Bangor  Puifta 

15.1 

611/8- 

135/8 

171/8 

3,715 

64 

1.44 

0.60 

12 

296 

« 

Parke-Oa\(i$ 

14.9 

431/2- 

221/4 

355/8 

14,900 

531 

1.39 

1.00 

26 

297 

445 

Reynolds  Tobaccij 

14.8 

505/8- 

34 

445/8 

40,236 

1,796 

3,74 

2.25 

12 

298 

266 

National  Gypsum 

14.3 

361/2- 

113/4 

22'/8 

14,664 

324 

1.37 

1.03 

16 

299 

363 

American  Metal  Climax 

14.1 

435/8- 

223/4 

325/8 

23,258 

759 

2.98 

1.51 

11 

299 

210 

Stop  &  Shop 

lU 

375/8- 

151/8 

283/8 

3,040 

86 

2.36 

0.90 

12 

300 

359 

International  Milling 

11,.'} 

303/4- 

173/8 

261/2 

2,495 

66 

2.04 

1.20 

13 

301 

271 

Zenith  Radio 

l.H.V 

883/4- 

313/8 

357/8 

18,965 

680 

2.36 

1.40 

15 

•Not 

ranked 

last  year.       fPlus  stocli.       ^Computed  from 

1966   ^vcruue   price. 
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Latest 

Shares 

Market 

12-Month 

Indicated 

Price/ 

Rank 

5-Year 

1965-69 

Recent 

Outstanding 

Value 

Earnings 

1969 

Earnings 
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Company 

Price  Gain 

Price  Range 

Price 

(tliousands) 

(millions) 

Per  Share 

Dividend 

Ratio 

303 

Bohack 

13.6 

391/2-   11 

24 

653 

16 

1.61 

stock 

15 

304     217 

Ex-Cell-0 

13.4 

41     -  19% 

231/4 

8,460 

197 

2.56 

1.25 

9 

305     261 

Firestone  Tire  &  Rubber 

13.1 

66V2-  363/4 

505/8 

29,245 

1,481 

4.18 

1.60 

12 

306    420 

Alcoa 

12J 

94%-  601/2 

693/8 

21,503 

1,492 

5.36 

1.80 

13 

307     290 

Borg-Warner 

12.2 

391/2-   183/8 

271/2 

18,738 

515 

2.72 

1.25 

10 

307     263 

Donnelly,  R  R 

12.2 

333/8-  213/4 

245/8 

19,380 

476 

1.12 

0.40 

22 

309     129 

Brown  Shoe 

11.5 

61     -  241/8 

293/4 

6,744 

201 

2.94 

1.50 

10 

310    213 

Inmont 

11.4 

301/8-  141/4 

161/8 

7,856 

127 

1.60 

0.76 

10 

311     288 

Armstrong  Cork 

11.1 

423/8-  20 

341/2 

25,404 

880 

1.35 

0.775 

26 

312    375 

American  Brands 

10.9 

41%-  295/8 

363/4 

27,158 

998 

3.63 

2.00 

10 

313 

Safeco 

10.7 

691/2-  273/4 

561/4 

6,128 

345 

2.89 

1.10 

19 

314     195 

Standard  Oil  Indiana 

10.6 

703/4-   403/4 

47 

70,909 

3,333 

4.58 

2.30 

10 

315     237 

Pullman 

10.4 

7378-  395/8 

43% 

4,698 

206 

4.58 

2.80 

10 

316     133 

Universal  Oil  Products 

10.3 

52     -  20 

221/8 

9,797 

217 

1.46 

0.80 

15 

317     143 

Anaconda 

9.6 

66 1/4-  26 

285/8 

21,891 

627 

4.74 

2.20 

6 

318    354 

Morgan,  J  P 

9.5 

653/4-  355/8 

58 

18,247 

1,058 

4.43 

2.35 

13 

319    244 

Diamond  International 

9.3 

595/8-  333/8 

41 1/4 

11,846 

489 

3.12 

1.80 

13 

320    358 

GIT  Financial 

9.2 

60     -  23% 

37 

19,264 

713 

3.12 

1.80 

12 

321     386 

Otis  Elevator 

8.9 

61%-  333/8 

471/4 

8,271 

391 

2.76 

2.00 

17 

322 

Continental  Telephone 

8.8 

343/4-  191/2 

213/4 

22,413 

487 

1.22 

0.70 

18 

323     160 

Avco 

8.7 

653/8-  20 

233/8 

11,456 

268 

2.90 

1.20 

8 

324     194 

United  Merchants  &  Mfrs 

8.6 

41     -  22 

281/2 

6,053 

173 

3.95 

1.275 

7 

325 

Gould 

8.4 

581/2-  19'/4 

401/8 

1,702 

68 

2.85 

1.40 

14 

326    368 

Sherwin  Williams 

8.2 

693/8-    363/4 

523/4 

5,328 

281 

3.29 

2.00 

16 

327     294 

First  National  City 

7.9 

843/8-  40 

631/2 

27,070 

1,719 

4.70 

2.25 

14 

327     309 

Marine  Midland 

7.9 

453/4-  24 

371/2 

12,041 

452 

3.64 

1.60 

10 

329    390 

Western  Bancorporation 

7.0 

46     -  24 

42 

21,457 

901 

3.19 

1.25 

13 

330 

Harsco 

6.8 

303/8-  16 

19% 

7,789 

153 

2.25 

1.00 

9 

321     361 

Weils  Fargo  Bank 

6.4 

633/4-  313/4 

52 

9,150 

476 

3.85 

1.20 

14 

332     314 

Campbell  Taggart 

6.1 

57     -  171/4 

301/2 

2,245 

68 

3.74 

1.80 

8 

333     213 

Marathon  Oil 

5.9 

593/4-  241/2 

33% 

29,950 

1,015 

2.99 

1.60 

11 

334     350 

Federated  Dept  Stores 

5.7 

423/8-  271/8 

38 

43,501 

1,653 

2.00 

0.96 

19 

335     350 

American  Can 

5.5 

64     -  421/2 

453/8 

17,604 

799 

3.89 

2.20 

12 

336 

Comsat 

5.4 

77%-  35 

561/4 

10,000 

563 

0.67 

none 

84 

337 

Howard  Johnson 

5.1 

301/2-  143/4 

183/4 

9,990 

187 

0.95 

0.22 

20 

338     303 

Security  Pacific 

H.7 

571/4-   265/8 

4172 

16,800 

697 

3.40 

1.17t 

12 

339     228 

Allied  Stores 

4.6 

511/4-  221/8 

303/4 

8,056 

248 

2.94 

1.40 

10 

340     328 

American  Machine  &  Fdry 

4.1 

29     -  131/2 

19 

17,916 

340 

1.71 

0.90 

11 

340     275 

Revere  Copper  &  Brass 

4.1 

40     -  205/8 

221/8 

5,581 

123 

2.06 

1.50 

11 

342     137 

American  Broadcasting 

3.8 

102     -  433/4 

553/8 

4,796 

266 

3.60 

1.60 

15 

343     482 

American  General 

3.7 

283/4-  153/8 

243/8 

25,985 

633 

1.95 

0.50 

13 

'344     390 

Dana 

2.8 

29     -  171/2 

231/4 

13,392 

311 

2.52 

1.22 

9 

345     319 

Flintkote 

2.7 

365/8-  15 

231/2 

5,650 

133 

1.77 

1.075 

13 

345    352 

Marshall  Field 

2.7 

343/8-  193/4 

26 

8,151 

212 

2.08 

1.60 

13 

345     296 

Martin  Marietta 

2.7    : 

313/8-    165/8 

183/4 

19,737 

370 

2.28 

1.10 

8 

348     191 

Cities  Service 

2.5 

841/2-  361/8 

403/4 

30,122 

1,227 

3.91 

2.00 

10 

349     325 

Chase  Manhattan 

1.8 

62     -  303/4 

493/8 

31,767 

1.56E 

3.87 

1.75 

13 

349     275 

PPG  Industries 

1.8 

461/8-  25 

35 

20,482 

717 

2.62 

1.40 

13 

351     217 

UAL 

1.7 

873/8-    263/4 

301/8 

18,424 

555 

2.37 

0.25 

13 

351     146 

Union  Oil  CaHf 

1.7 

70     -  345/8 

361/2 

27,943 

1,020 

4.23 

1.50 

9 

353     333 

Sears,  Roebuck 

1.2 

77     -  441/8 

653/8 

153,853 

10,058 

2.82 

1.35 

23 

354 

Chemetfon 

1.3 

643/4-  27 

271/4 

3,757 

102 

2.71 

1.38t 

10 

355     310 

Bankers  Trust 

1 

893/4-  481/2 

61% 

9,865 

610 

5.10 

2.84 

12 

355    378 

First  Chicago  Corp 

1.0 

70     -  421/4 

523/8 

10,033 

525 

5.14 

2.05 

10 

357     449 

General  Foods 

0.2 

93%-  623/4 

803/4 

24,814 

2,004 

4.28 

2.60 

19 

•Not  ranked  last  year.      tPlus  stock 
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Shares 

Market 

12-Month 
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1965-89 
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Price  Gair) 

Price  Range 

Price 

(thousands) 

(millions) 

Per  Share 

Dividend 

Ratio 

357    436 

0.2 

88%-  393/8 

795/8 

14,079 

1,121 

4.76 

2.40 

17 

359    445 

:!!(!&  Nashville  RR 

-0,2 

1021/2-  661/2 

745/8 

2,479 

185 

11.13 

5.00 

'7 

360    268 

Aicgheny  Ludlutn 

-0.6 

791/4-  395/8 

4oy2 

4,716 

191 

2.94 

2.40 

14 

361     472 

' .    HtoU  Pap«f 

-0.7 

401/8-  221/2 

335/8 

34,357      . 

1,155 

1.67 

1.00 

20 

362    225 

':,    SliifOii 

-0.9 

49     -  243/8 

29 

207,607   • 

6,021 

3.07 

1.50 

9 

363    209 

;    wterpilfar  Tractor 

-1.2 

54'/8-  331/8 

403/4 

56,861 

2,317 

2.74 

1.20 

15 

363    343 

ingersoll-Rand 

-1.2 

581/8-  34 

39% 

14,981 

597 

3.68 

2.00 

11 

365 

Metromedia 

-1.8 

571/8-  121/4 

19 

5,417 

103 

0.97 

0.50t 

20 

366    343 

I   Fleming 

-1.9 

23%-  loyg 

123/4 

4,795 

61 

0.98 

0.50 

13 

366 

■.    US  Shoe 

-1.9 

371/4-  15 

22 

6,110 

134 

1.87 

0.88 

12 

368    375 

Del  Monte 

-2.1 

383/8-  221/4 

29 

11,561 

335 

1.87 

1.10 

16 

369    275 

'    Pet 

-2,4 

46     -  23 

361/4 

5,304 

192 

2.94 

1.10 

12 

370    246 

l«lob<IOil 

-3.0 

593/4-  351/4 

441/2 

101,334 

4,509 

4.42 

2.25 

10 

371     431 

Beneficial  Finance 

-3.1 

621/2-  271/4 

501/4 

11,491 

577 

4.12 

1.60 

12 

371     381 

■    Upjohn 

-3.1 

831/4-  403/4 

503/8 

14,668 

739 

2.54 

1.60 

20 

373    306 

Union  Pacific 

-3.5 

635/8-  33 

411/4 

21,083 

870 

4.62 

2.00 

9 

374    283 

Tenneco 

-3.6 

323/4-  191/8 

235/8 

54,468 

1,287 

2.43 

1.29 

10 

375    210 

Hoover 

-4.0 

391/2-  131/2 

30 

6,723 

202 

2.52 

1.25 

12 

376    314 

Swift 

-4.3 

351/4-  173/4 

275/8 

12,347 

341 

1.60 

0.60 

17 

377     115 

Arlans  Oept  Stares 

-4.4 

40%-    95/8 

22 

2,734 

60 

2.22 

0.20 

10 

377     126 

United  Aircraft 

-4.4 

1111/2-  403/8 

413/4 

12,084 

505 

4.62 

1.80 

9 

379    292 

Texas  Gas  Transmission 

-4.8 

45     -  245/8 

30 

6,043 

181 

2.86 

1.48 

10 

380    363 

Food  Fair  Stores 

-5.2 

273/4-  133/4 

205/8 

7,220 

149 

1.63 

0.90 

13 

381     122 

Aibertsons 

-5.6 

24    -  9 

93/4 

5,755 

56 

0.74 

0.36 

13 

381     140 

City  Stof?s 

-5.6 

26%-  101/8 

105/8 

3,004 

32 

1.08 

0.40 

10 

383    319 

t,  Coniil  Corp 

-6.5 

491/4-  273/4 

321/4 

16,886 

545 

3.33 

1.55 

10 

383    272 

!v  General  Tire  &  Rubber 

-6.5 

381/4-  171/4 

183/8 

17,761 

326 

2.02 

i.oot 

9 

385    279 

^   Deere 

-7.5 

751/2-  343/4 

415/8 

14,804 

616 

3.52 

2.00 

12 

386    368 

1  Pacific  Gas  &  Electric 

-7.7 

403/8-  27 

315/8 

58,737 

1,858 

2.61 

1.50 

12 

387     195 

Genesco 

-8.0 

581/4-  23 

283/8 

10,409 

295 

2.69 

1.60 

11 

388    340 

KraHco 

-8.1     ■ 

491/4-  313/8 

393/4 

28,219 

1,122 

2.71 

1.68 

15 

389    230 

Stevens,  J  P 

-8.3 

8O1/2-  371/4 

40 

6,108 

244 

4.35 

2.40 

9 

390    249 

Colonial  Stores 

-8.5 

321/4-  211/4 

241/4 

2,806 

68 

2.61 

1.45 

9 

391     457 

Kellogg 

-8.8 

571/2-  305/8 

44 

17,979 

791 

2.44 

1.60 

18 

392    333 

Chemical  New  York 

-9,1 

753/4-  371/2 

561/2 

13,407 

757 

5.29 

2.60 

11 

392    393 

Ciow  Zelierbach 

-9.1 

465/8-  241/8 

341/4 

23,019 

788 

2.44 

1.53 

14 

394    314 

^-r-          -r 

-9.3 

761/2-  263/4 

431/2 

6,095 

265 

3.59 

1.60 

12 

395 

-9.5 

42%-  211/4 

261/8 

32,940 

861 

2.36 

1.13 

11 

396    474 

-9.6 

66     -  393/8 

52% 

13,600 

719 

3.04 

2.18 

17 

397     325 

-9-7 

241/8-  151/8 

17% 

22,202 

397 

1.75 

1.00 

10 

398      S7 

-9,9        : 

523/4-    223/8 

253/4 

7,738 

199 

4.37 

1.56t 

6 

399    265 

-10.3 

24     -  103/4 

13 

3,914 

51 

0.46 

0.60 

28 

400    362 

-10.4 

303/8-  133/8 

183/8 

4,663 

86 

1.47 

0.60 

13 

400 

->.'il--,    ,. 

-10.4 

40     -  225/8 

345/8 

3,191 

110 

1.68 

1.20 

21 

402    409 

Mp/ift 

-10.8 

331/2-  17 

201/4 

12,134 

246 

1.75 

0.99 

12 

403    490 

-10.9 

46     ■  21 

345/8 

41,999 

1,454 

1.60 

0.68 

22 

404      78 

Boeing 

-U.l 

1123/8-  30 

305/8 

21,647 

663 

1.40 

1.20 

22 

405     170 

r?  -       ^                       ;       ■       ■ 

-11.4 

395/8-   125/8 

125/8 

34,383 

434 

0.10 

0.20 

— 

406    469 

r 

-11.6    , 

391/2-  24% 

341/4 

33,268 

1,139 

1.79 

1.10 

19 

407    343 

-11.7  4 

295/8-    183/4 

215/8 

35,351 

764 

1.44 

0.88 

15 

408    404 

Commfnrr  ' 

12.0 

43     -  24 

33 

6,570 

216 

3.27 

0.80t 

10 

409     354 

w  , 

-12.6 

42%-  201/2 

aavs 

13,082 

433 

2.88 

1.30 

12 

409     314 

pi 

-12.6    ' 

38%-  22 

233/8 

73,932 

1,728 

1.62 

1.30 

14 

411     336 

Gene-.^ 

12.7    ^ 

523/8-  281/2 

351/4 

11,245 

396 

2.35 

1.60 

15 

411     437 

Texas  t' 

683/8-  471/2 

531/4 

25,400 

1,353 

2.84 

1.66 

19 

•Not  ranked  lasl  yeai       tPn 
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4f3 

363 

Dow  Chemical 

-12.9 

913/4-  54 

66% 

30,243 

2,015 

4.89 

2.50 

14 

413 

368 

Purex 

-12.9 

38     -  121/2 

23% 

9,638 

223 

1.53 

0.82t 

15 

413 

328 

Reynolds  Metals 

-12.9 

661/4-  29% 

30% 

16,681 

507 

2.61 

0.95 

12 

416 

449 

Lincoln  National 

-13.2 

943/4-  54 

74 

10,000 

704 

5.75 

1.80 

13 

417 

378 

Missouri  Pacific 

-13.4 

951/2-  65 

68 

1,868 

127 

12.20 

5.00 

6 

418 

457 

Crocker  National 

-13.6 

473/8-  253/8 

353/4 

10,348 

370 

3.13 

1.55 

11 

419 

350 

Stauffer  Chemical 

-13.8 

553/8-  323/4 

35% 

9,728 

342 

3.23 

1.80 

11 

420 

453 

Duke  Power 

-14.4 

44     -  30 

311/4 

23,195 

725 

1.99 

1.40 

16 

421 

257 

United  Utilities 

-14.6 

335/8-  19 

22 

27,332 

601 

1.30 

0.88 

17 

422 

363 

Southern  Pacific 

-14.9 

493/4-  263/4 

32% 

27,141 

892 

3.92 

1.80 

8 

423 

Chubb 

-15.6 

741/2-  311/2 

581/4 

4,687 

273 

3.74 

1.90 

16 

424 

386 

Northeast  Utilities 

-16.0t 

20     -  141/2 

141/2 

35,366 

513 

1.26 

0.94 

12 

425 

399 

General  Electric 

-16.2 

1201/4-  77 

78% 

90,256 

7,072 

4.21 

2.60 

19 

426 

368 

Winn  Dixie  Stores 

-16.8 

43'/8-  271/2 

32% 

8,029 

264 

2.11 

1.59 

16 

427 

297 

Pennwali 

-17.1 

68     -  313/4 

341/2 

7,203 

249 

2.29 

1.20 

15 

428 

150 

Olin  Ccrp 

-17.7 

541/2-    215/8 

22% 

23,198 

525 

2.33 

0.88 

10 

429 

300 

Interlake  Steel 

-17.9 

443/8-  26 

27 

4,489 

121 

2.99 

1.80 

9 

430 

183 

Case,  J 1 

-18.0 

321/8-  121/4 

141/4 

6,021 

86 

dO.29 

none 

— 

431 

375 

Republic  Steel 

-18.2 

53%-  30% 

343/4 

15,872 

552 

4.24 

2.50 

8 

432 

402 

Southern  California  Edison 

-18.2 

42%-  30 

30% 

40,483 

1,230 

2.27 

1.40 

13 

432 

426 

U  S  Gypsum 

-18.2 

951/4-  431/4 

65% 

8,189 

539 

3.71 

3.20 

18 

434 

442 

National  Steel 

-18.3 

653/4-  36% 

43 

16,347 

703 

4.84 

2.50 

9 

434 

469 

NLT  Corp 

-18.3 

451/2-  231/2 

363/4 

17,221 

633 

2.60 

0.48 

14 

436 

340 

Porter,  H  K 

-18.7 

421/4-  261/4 

261/4 

1,321 

35 

1.66 

1.60 

16 

437 

325 

General  Telephone  &  Elec 

-18.9 

55     -  301/8 

301/2 

105,342 

3,213 

2.17 

1.49 

14 

438 

399 

Liggett  &  Myers 

-19.1 

49    ■  321/2 

333/4 

7,625 

257 

2.91 

2.50 

12 

438 

281 

Shell  Oil 

-19.1 

77    -  531/2 

48% 

67,419 

3,245 

4.39 

2.40 

11 

440 

469 

Armco  Steel 

-19.4 

361/g-  22 

26 

29,173 

758 

2.95 

1.575 

9 

441 

5 

Amsted  Industries 

-19.9 

643/4-  341/8 

341/4 

2,778 

95 

3.62 

2.40 

9 

442 

83 

Time  Inc 

-20.0 

115    -  36% 

48% 

7,239 

350 

2.67 

2.30 

18 

443 

465 

Cannon  Mills 

-20.2 

128    -  70 

75 

998 

75 

9.42 

4.00 

8 

444 

420 

Panhandle  Eastern  Pipe 

-20.3 

44    -  27 

311/2 

14,199 

447 

2.82 

1.60 

11 

445 

414 

Columbia  Gas  System 

-20.4 

341/8-  23% 

25% 

30,410 

772 

2.60 

1.60 

10 

445 

420 

El  Paso  Natural  Gas 

-20.4 

26     -  16% 

18 

26,344 

474 

1.60 

1.00 

11 

445 

257 

Signal  Companies 

-20.4 

47%-  22% 

22% 

18,089 

414 

2.70 

1.20 

8 

448 

449 

Pacific  Lighting 

-ai.o 

33%-  23% 

25 

16,193 

405 

2.18 

1.60 

11 

449 

336 

Goodrich,  B  F 

-21.1 

66    -  30% 

30% 

14,484 

440 

3.07 

1.76 

10 

450 

393 

Seaboard  Coast  Line 

-21.2 

693/4-  333/4 

34% 

8,443 

294 

3.93 

1.65 

9 

451 

409 

Baltimore  Gas  &  Electric 

-21.6 

41%-  271/2 

29% 

16,557 

495 

2.64 

1.68 

11 

451 

431 

Southern  Railway 

-21.6 

66    -  393/4 

45 

6,701 

302 

6.62 

3.00 

7 

453 

414 

American  Cyanamid 

-21.7 

48    -  221/4 

27 

44,509 

1,202 

2.05 

1.25 

13 

■453 

95 

General  Cable 

-21.7 

553/4-  I61/4 

18 

13,514 

243 

1.02 

1.10 

18 

455 

426 

Bethlehem  Steel 

-22.4 

42%-  26 

271/4 

43,963 

1,198 

3.52 

1.75 

8 

456 

390 

New  England  Electric 

-23.2 

32    ■  21% 

21% 

14,663 

321 

1.91 

1.48 

11 

457 

426 

Southern  Company 

-23.4 

36%-  23% 

25% 

51,650 

1,298 

1.71 

1.555 

15 

458 

442 

Central  &  Southwest 

-23.5 

533/4-  35 

39 

21,351 

833 

2.61 

1.80 

15 

459 

188 

Eastern  Air  Lines 

-24.0 

61%-  15% 

I6I/4 

11,761 

191 

dl.l5 

0.375 

— 

460 

363 

Celanese 

-24.1 

92    -  411/2 

571/2 

13,311 

765 

5.34 

2.00 

11 

461 

409 

Ford  Motor 

-24.4 

62%-  381/2 

41% 

108,764 

4,473 

5.20 

2.40 

8 

462 

126 

Penn  Central 

-24.6 

86I/2-    283/4 

29% 

24,110 

702 

2.38 

1.80 

12 

463 

424 

C&O/B&ORR 

-24.8 

86I/4-  521/2 

53% 

8,683 

463 

5.65 

4.00 

9 

463 

274 

FMC 

-24.8 

44%-  211/4 

223/4 

30,920 

703 

2.26 

0.85 

10 

463 

381 

National  Tea 

-24,8 

18%-  12% 

131/4 

7,584 

100 

1.14 

0.80 

12 

466 

393 

Northern  Natural  Gas 

-25.0 

651/2-  41% 

44 

9,312 

410 

3.96 

2.60 

11 

467 

* 

Northern  Pacific 

-25.1 

67%-  39 

391/4 

5,975 

235 

4.18 

2.60 

9 

•Not 

ranked  last  year.     tPlus  stock.     ^Computed  from  1964  average  price. 
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468    402 

-25.3 

2678-  161/4 

17 

32,089 

546 

1.38 

1.00 

12 

468    426 

»v;...iM,^Pittsbufgh 

-25.3 

371/8-  151/2 

173/4 

3,639 

65 

d0.31 

none 

— 

470    414 

Norton  Co. 

-25.5 

541/2-  275/8 

301/4 

5,604 

170 

2.81 

1.50 

11 

471     378 

Santa  Fft  Irwiustries 

-25.9 

42     •  241/4 

245/8 

24,273 

598 

2.78 

1.60 

8 

472    486 

Aicerican  Telephone  &  Te! 

-26,0 

701/2-  48 

501/2 

549,269 

27,738 

3.96 

2.40 

13 

472    299 

Diamond  Shamrock 

-26.0 

4878-  19V4 

19'/4 

13,918 

268 

1.66 

1.40 

12 

472    204 

West  Point-Pepperell 

-26.0 

64     ■  2478 

265/8 

4,750 

126 

2.55 

1.85 

10 

475    449 

Fairmont  Foods 

-26.3 

271/2-  131/4 

171/2 

3,786 

66 

1.14 

1.00 

15 

476    333 

Standard  Oit  California 

-26.4 

78    -  49 

49 

84,837 

4,157 

5.33 

2.80t 

9 

477     170 

Bormans 

-26.5 

301/4-  121/2 

1478 

2,964 

44 

1.48 

0.80 

10 

478    381 

Ubbey-Owens-Ford 

-26.6 

703/8-    401/8 

4378 

10,629 

466 

3.42 

2.80 

13 

478    408 

National  Lead 

-26.6 

40     -  263/8 

261/2 

23,967 

635 

2.22 

1.70 

12 

480    203 

General  Dynamics 

-27.5 

79     ■  23 

253/8 

10,535 

267 

1.10 

1.00 

23 

481     476 

First  National  Stores 

-27.7 

511/4-  21% 

34 

1,405 

48 

1.37 

1.00 

25 

482    442 

Safeway  Stores 

-27.8 

421/4-    213/8 

27 

25,487 

688 

2.12 

1.10 

13 

483    423 

General  Motors 

-28.6 

1133/4-  655/8 

6978 

285,557 

19,953 

6.23 

4.30 

11 

484    431 

INACorp 

-28.7 

543/8-  243/8 

335/8 

22,327 

751 

2.30 

1.40 

15 

484    461 

Morrison-Knudsen 

-28.7 

301/8-    165/8 

171/2 

2,248 

39 

1.17 

1.00 

15 

486    488 

American  Motors 

-2S.2 

I61/4-     6I/4 

10 

19,079 

191 

0.26 

none 

38 

487    393 

Timken  Roller  Bearing 

-29.4 

5078-  293/4 

293/4 

10,654 

317 

3.28 

1.80 

9 

488    437 

Consolidated  Natural  Gas 

-29.7 

3878-  251/8 

251/4 

18,912 

478 

2.42 

1.76 

10 

489    221 

Ethyl 

-30.2 

51     -  223/4 

233/4 

10,028 

238 

2.80 

0.72 

8 

490    314 

Hercules 

-30.3 

563/4-  301/4 

3178 

19,772 

630 

2.43 

1.20 

13 

491     474 

Acme  Markets 

-30.4 

615/8-    303/4 

391/4 

3,228 

119 

3.64 

2.00t 

11 

491 

Investors  Dtv  Services 

-30.4 

62     -  26 

35 

3,970 

139 

3.47 

1.80 

10 

493 

Havatampa  Cigar 

-30.6t 

10     -     61/4 

61/4 

2,815 

18 

0.80 

0.36 

8 

494      29 

Northwest  Industries 

-30.7 

605/8-  131/4 

133/8 

7,340 

98 

0.03 

1.37 

— 

495    409 

Great  Northern  Ry 

-30.9 

763/4-  401/4 

401/4 

6,161 

248 

4.78 

3.00 

8 

496    453 

GreatA&P 

-31.0 

451/4-  251/4 

2878 

24,822 

718 

1.96 

1.30 

15 

497    414 

American  Natural  Gas 

-31.4 

543/4-  311/4 

315/8 

15,532 

491 

3.07 

2.00 

10 

497    268 

Cone  Milts 

-31.4 

32     -  141/2 

141/2 

3,442 

50 

1.08 

1.00 

13 

499    431 

Commonwealth  Edison 

-31.8 

581/4-  371/2 

375/8 

42,011 

1,580 

3.02 

2.20 

12 

500 

MCA 

-31.9 

531/4-   1878 

201/4 

8,249 

167 

0.26 

0.60 

78 

501     445 

Peoples  Gas 

-32.0 

501/2-  311/8 

315/8 

15,927 

504 

3.26 

1.96 

10 

502    479 

US  Steel 

-32.1 

5578-  345/8 

345/8 

54,149 

1,875 

3.68 

2.40 

9 

503    368 

International  Harvester 

-32.2 

5278-  251/8 

255/8 

27,735 

711 

2.53 

1.80 

10 

503    319 

Libby  McNeill  &  Ubby 

-322 

19y8-     778 

81/2 

5,981 

51 

dl.03 

none 

— 

505    409 

Standard  Oil  N  J 

-32.6 

903/8-  593/8 

603/4 

215,062 

13,065 

5.87 

3.75 

10 

506     386 

■'r 

-32.9 

2778-     93/4 

121/4 

2,805 

35 

0.53 

0.45 

23 

506    414 

„.,-., 

-32.9 

55     -  311/8 

33 

22,767 

751 

2.59 

1.90 

13 

508    357 

'**:-w«*;.' 

-33.1 

411/8-  251/2 

251/2 

52,086 

1,328 

2.87 

1.50 

9 

509    479 

-33.3 

863/4-  36 

48 

14,450 

694 

2.80 

2.00 

17 

509      49 

-33.3 

743/4-  18 

19 

2,180 

41 

dl.08 

5.00 

— 

509    306 

•■'("-' 

-33.3 

493/4-  221/4 

221/2 

2,032 

46 

2.13 

1.10 

11 

512 

Rath  p. 

-33.7 

1678-    43/4 

81/8 

994 

8 

0.10 

none 

- 

513    437 

American  Electric  Power 

-34.2 

461/2-  281/4 

281/2 

47,449 

1,352 

2.18 

1.60 

13 

513     350 

Sunbeam 

-34.2 

405/8-    221/4 

245/8 

11,569 

285 

1.26 

0.79 

20 

515    445 

Hershey  Foods 

-34.4 

391/2-  211/2 

211/2 

11,890 

256 

1.14 

1.10 

19 

515    463 

Philadelphia  Electric 

-34,4 

401/2-  231/8 

233/8 

23,032 

538 

2.00 

1.64 

12 

515     346 

Texaco 

-34.4 

45     ■  285/8 

283/4 

272,523 

7,835 

2.86 

1.55 

10 

518    300 

Babcock  &  Wnco 

-34.5 

581/2-  201/g 

231/4 

12,367 

288 

0.75 

1.36 

31 

518    463 

Long  Island  Lighiino 

-34.5 

381/2-  221/8 

221/2 

18,202 

410 

1.90 

1.285 

12 

520    381 

Air  Reduction 

-34.6 

471/2-   1678 

175/g 

11,279 

199 

1.94 

1.15 

9 

521     404 

Glen  Alden 

-34.9 

2078-     83/8 

85/8 

20.089 

173 

0.78 

none 

11 

522    404 

Rohm  &  Haas 

•35.2 

1561/2-  7078 

85 

5,839 

496 

6.09 

1.60 

14 

522 

Western  ftWif^es 

-35.2 

59     ■  20 

201/2 

4,904 

101 

d2.37 

0.50 

- 

*Nol  ranked 

last  year       tPlus  stock 

I  nee 
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524 

354 

Nortti  American  Rockwell 

-35.3 

47V4- 

25 

25 

23,917 

598 

2.20 

2.00 

11 

525 

306 

Thriftimarl 

-35.5 

393/4- 

17'/2 

173/4 

1,208 

21 

2.41 

1.10 

7 

526 

- 

Masjey-Ferguson 

-36.4 

373/8- 

15 

163/8 

18,195 

298 

1.98 

1.00 

8 

527 

472 

Inland  Steel 

-37.5 

48     - 

27% 

271/2 

18,228 

501 

3.11 

2.00 

9 

527 

437 

Public  Service  Electric 

-37.5 

435/8- 

28% 

25 

31,004 

775 

2.74 

1.64 

9 

529 

477 

McLouth  Steel 

-37.7 

481/4- 

231/8 

255/8 

3,579 

92 

0.41 

1.60 

63 

530 

493 

CPC  International 

-38.3 

583/4- 

321/8 

335/8 

22,837 

768 

2.41 

1.70 

14 

531 

453 

General  Public  Utils 

-38.4 

403/4- 

225/8 

231/2 

26,080 

613 

2.02 

1.60 

12 

532 

457 

Florida  Power  &  Light 

-38.6 

54     ■ 

363/4 

465/8 

9,603 

448 

3.72 

1.54 

13 

533 

477 

Niagara  Mohawk  Power 

-38.7 

30>/4- 

16 

16% 

28,856 

469 

1.43 

1.10 

11 

534 

474 

Detroit  Edison 

-39.3 

385/8- 

22 

22 

28,851 

635 

1.96 

1.40 

11 

535 

467 

Union  Electric 

-39.7 

283/8- 

171/2 

175/8 

26,429 

466 

1.57 

1.20 

11 

536 

255 

American  Bakeries 

-39.8 

341/2- 

111/2 

12% 

1,995 

26 

dO.36 

0.75 

— 

537 

461 

Virginia  Electric 

-39.9 

393/4- 

21^/8 

21% 

33,259 

728 

1.69 

1.11 

13 

538 

393 

Borden 

-40.0 

471/4- 

24 

25 

28,078 

702 

1.69 

1.20 

15 

539 

482 

Provident  Life  &  Accident 

-40.3 

861/4- 

7V8 

64 

3,937 

252 

4.40 

0.64 

15 

540 

280 

Dan  River  Mills 

-40.5 

375/8- 

12 

121/8 

5,618 

68 

0.79 

1.15 

15 

541 

491 

Aetna  Life  &  Casualty 

-40.6 

751/4- 

32^8 

391/2 

25,106 

992 

2.40 

1.30 

16 

541 

468 

Northern  States  Power 

-40.6 

401/4- 

233/4 

24 

17,285 

415 

2.23 

1.60 

11 

543 

482 

Union  Carbide 

-40.7 

75'/8- 

371/2 

375/8 

60,472 

2,275 

2.94 

2.00 

13 

544 

479 

Northern  Illinois  Gas 

-41.0 

535/8- 

28 

28 

11,705 

328 

2.53 

1.66 

11 

545 

453 

Ncrfolk  &  Western 

-41.1 

1391/4- 

773/8 

78 

9,396 

733 

8.47 

6.00 

9 

546 

328 

Gamble-Skogmo 

-41.5 

40     - 

211/8 

22 

3,608 

79 

2.80 

1.30 

8 

547 

281 

Trans  World  Airlines 

-41.6 

101     - 

21 

27% 

10,105 

282 

2.80 

0.50 

15 

548 

288 

Chrysler 

-42.2 

723/4- 

293/4 

35% 

47,360 

1,669 

4.37 

2.00 

8 

549 

> 

Federal-Mogul 

-43.1 

451/4- 

245/8 

245/8 

5,289 

130 

2.44 

1.80 

10 

550 

« 

Jones  &  Laughlin  Steel 

-43.9 

40     • 

19 

19 

15,896 

302 

1.38 

1.35 

14 

551 

491 

Allied  Chemical 

-44.2 

58%- 

271/8 

271/8 

28,056 

761 

1.95 

1.20 

14 

552 

482 

American  National  Ins 

-46.0 

201/2- 

81/2 

101/8 

33,000 

334 

0.70 

0.38 

14 

553 

« 

Franklin  Life  Ins 

-46.2 

411/4- 

I61/2 

19 

21,008 

399 

1.32 

0.675 

14 

554 

■ 

Jefferson  Pilot 

-46.7 

603/8- 

24% 

305/8 

12,496 

383 

2.10 

0.76 

15 

555 

486 

Consolidated  Edison 

-46.9 

49%- 

255/8 

255/8 

37,296 

956 

2.55 

1.80 

10 

556 

283 

IntI  M  nerals  &  Chem 

-47.7 

571/2- 

11% 

13% 

10,836 

144 

d0.81 

0.25 

— 

557 

303 

Lockheed  Aircraft 

-51.6 

73%- 

I81/2 

I81/2 

11,259 

208 

2.86 

1.70 

6 

558 

386 

May  Dept  Stores 

-52.2 

68     - 

25 

271/8 

15,107 

410 

1.98 

1.60 

14 

559 

431 

Grace  W  R 

-53.6 

613/8-    253/8 

26 

19,867 

517 

2.06 

1.50 

13 

560 

426 

Monsanto 

-54.2 

91%-  36% 

37 

33,011 

1,221 

3.46 

1.80 

11 

561 

466 

DuPont,  E  1 

-56.0 

I771/2-IO6 

106 

46,439 

4,923 

7.72 

5.25 

14 

562 

424 

GAF 

-58.0 

413/4-  151/2 

I61/2 

13,374 

221 

1.12 

0.40 

15 

563 

* 

General  Cigar 

-59.4 

54%-  18 

205/8 

1,532 

32 

2,10 

1.20 

10 

a 

« 

Alexanders 

NA 

32%- 

19 

25 

4,211 

105 

1.29 

0.30t 

19 

• 

« 

Amerada  Hess 

NA 

613/8- 

411/8 

31 

10,646 

330 

2.51 

0.15 

12 

• 

* 

Bunker-Ramo 

NA 

213/8- 

9172 

123/4 

17,559 

224 

0.48 

0.30t 

27 

» 

9 

Continental  Corp 

NA 

653/4- 

361/2 

413/4 

21,153 

883 

2.78 

1.80 

15 

* 

« 

CNA  Financial 

NA 

313/4- 

113/4 

23 

25,649 

590 

1.81 

0.47 

49 

4 

Day  ten-Hudson 

NA 

471/g- 

17 

371/2 

15,812 

593 

1.44 

0.50 

26 

« 

* 

Federal  Natl  Mortgage 

NA 

246     - 

593/4 

170 

1,493 

254 

11.38 

3.84 

15 

* 

» 

FcremoGi  McKesson 

NA 

39%- 

19 

273/4 

11,033 

306 

2.01 

0.75 

14 

* 

« 

l-T-E  Imperial 

NA 

463/4- 

24 

291/2 

6,756 

199 

1.78 

0.55 

17 

* 

* 

New  York  Times 

NA 

60%- 

65/8 

473/4 

7,631 

364 

1.75 

0.775 

27 

t 

4 

Norton  Simon 

NA 

513/4- 

30% 

451/8 

10,597 

478 

2.51 

stock 

18 

* 

* 

Penn2oil  United 

NA 

67%- 

28 

351/8 

16,442 

578 

2.92 

0.80 

12 

« 

* 

Springs  Mills 

NA 

263/8- 

16% 

17 

8,618 

147 

0.72 

1.00 

24 

* 

« 

Squibb  Beech-Nut 

NA 

671/2- 

35% 

623/4 

17,100 

1,073 

2.30 

1.50 

27 

« 

* 

United  Fruit 

NA 

88     - 

I61/2 

45 

8,193 

369 

3.96 

1.40 

11 

•Not 

ranked  las 

year.     tPlus  stock. 
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Ws  Where 

within 

the  Industry 

Groups? 


The  Who's  Where  lists  on  the  preceding  pages 
compare  all  big  companies  with  each  other. 
But  how  do  they  rank  among  their  peers, 
within  their  own  industry  groups?  Read  on. 


Dr.  Henry  Singleton,  tlie  man  be- 
hind Teledyne  Inc.,  says  he  doesn't 
hold  much  stock  in  industry  boundary 
lines.  Singleton  is  a  conglomerate 
acquirer,  though  he  has  stayed  fairly 
close  to  electronics.  His  idea  is  that 
in  the  real  world  all  companies  com- 
pete against  all  other  companies,  for 
customers,  for  capital,  for  managers, 
for  just  about  everything.  "I  don't  go 
along  with  the  guys  who  try  to  ex- 
plain away  a  poor  year  by  saying  that 
conditions  in  their  industry  happen 
to  be  poor,"  says  Singleton.  "Who 
told  them  they  had  to  stick  with  that 
industry?  If  it  isn't  a  good  one,  they 
owe  it  to  their  stockholders  to  get  into 
something  else  that  is." 

He  has  a  good  point.  Yet  the  tact 
remains  that  the  majority  of  the  big- 
gest U.S.  companies,  while  they've 
branched  out  in  recent  years,  still  are 


dependent  on  one  basic  line  of  prod- 
ucts or  broad  market.  Companies  still 
can,  and  should  be  compared  with 
each  other  by  industries.  On  the  fol- 
lowing pages,  using  the  same  Yard- 
stick measures  as  in  the  preceding 
Who's  Where  lists,  Forbes  ranks  the 
biggest  U.S.  companies  against  their 
peers  in  25  major  industry  groups. 

As  a  kind  of  statistical  appetitizer, 
th."  table  below  summarizes  the  me- 
dian perfonnance  figures  for  each  of 
these  25  industry  groups  and  ranks 
them.  The  median  {i.e.,  middle)  is 
u  :ed  because  an  average  figure  can 
too  easily  be  distorted  by  extreme 
cases  in  these  relatively  small  groups 
of  companies. 

The  medians  show  the  fall  of  the 
steel  and  railroad  (listed  under  Trans- 
portation-Surface) companies,  two  of 
the  mainstav  industiies  of  yesteryear. 


They  also  reveal  some  very  poor  five- 
year  growth  rates  for  chemicals,  auto- 
motive products  and  building  materials. 
All  were  regarded  not  too  long  ago  as 
reasonably  growth-oriented  industries. 
Note,  too,  how  close  the  race  is  for 
the  top  spot  in  five-year  return  on 
equity:  The  first  six  contenders  are 
within  half  a  percentage  point  of  each 
tther.  But  judging  from  the  latest-12- 
month  trend  and  the  five-year  earn- 
ings growth,  the  airlines,  another  re- 
cent highflier,  won't  be  in  the  upper 
ranks  much  longer.  What  with  their 
mammoth  debt  for  new  planes,  the  air- 
lines' return  on  total  capital  (equity 
and  debt)  is  already  way  do\\m.  Nor  is 
the  trend  very  favorable  for  the  aero- 
space and  defense  companies.  For  a 
fill-in  on  what's  what  and  who's 
where  in  these  and  other  industry 
groups,   turn   the  page.  ■ 


YARDSTICKS  OF  MANAGEMENT  PERFORMANCE:  INDUSTRY  MEDIANS 


5-Year 
Return  on  Equity 


PROFITABILITY 

Latest  12-Month 
Return  on  Equity 


GROWTH 


5- Year  Return 
on  Total  Capital 


5-Year  Annual 
Sales  Growth 


5-Year  Annual 
Earnings  Per  Share  Growth 


Industry 

Rank 

Percent 

Rank 

Percent 

Rank 

Percent 

Rank 

Percent 

Rank 

Percent 

Distribution-Specialty 

(1) 

16.5 

(3) 

14.4 

(5) 

11.9 

(4) 

14.4 

(4) 

11.6 

Cons.  Goods-Household  Prod. 

(2) 

16.4 

(1) 

16.4 

(1) 

15.2 

(11) 

11.3 

(12) 

8.8 

Transportation-Airlines 

(2) 

16.4 

(24) 

6.1 

(22) 

8.1 

(3) 

15.7 

(25) 

—12.5 

Electrical  Products 

(4) 

16.0 

(4) 

14.2 

(3) 

13.1 

(5) 

13.9 

(6) 

10.9 

Information  Processing 

(4) 

16.0 

(2) 

14.9 

(2) 

13.2 

(7) 

12.6 

(2) 

12.0 

Multi-Cos-Conglomerates 

(4) 

16.0 

(9) 

12.6 

(8) 

11.0 

(1) 

20.6 

(2) 

12.0 

Leisure  &  Education 

(7) 

15.5 

(5) 

13.9 

(6) 

11.7 

(10) 

11.7 

(8) 

10.0 

Aerospace  &  Defense 

(8) 

14.1 

(15) 

11.3 

(7) 

11.4 

(6) 

13.1 

(7) 

10.3 

Distribution-Supermarkets 

(9) 

13.9 

(6) 

13.0 

(17) 

10.0 

(19) 

8.1 

(17) 

5.3 

Distribution-Dept/Var.  Stores 

(10) 

13.6 

(6) 

13.0 

(9) 

10.7 

(13) 

10.1 

(8) 

10.0 

Metals-Nonfetrous 

01) 

13.5 

(6) 

13.0 

(4) 

12.5 

(14) 

10.0 

(5) 

11.5 

Chemicals 

(12) 

129 

(21) 

10.8 

(13) 

10.2 

(14) 

10.0 

(21) 

1.9 

Industrial  Equipment 

(12) 

12.9 

(19) 

10.9 

(11) 

10.5 

(9) 

11.8 

(14) 

7.8 

Energy 

(14) 

12.3 

(14) 

11.4 

(9) 

10.7 

(17) 

9.2 

(10) 

9.4 

Consumer  Goods-Apparel 

(15) 
(16) 

12.7 

12.4 

(11) 

12.4 

(14) 

10.1 

(20) 

7.9 

(15) 

7.5 

Automotive  Products 

(18) 

11.0 

(14) 

10.1 

(18) 

8.9 

(19) 

3.6 

Multi-Cos-Agglomerates 

(17) 

12.3 

(16) 

11.2 

(19) 

9.5 

(2) 

19.1 

(1) 

12.4 

Consumer  Goods-Food 

(18) 

12  0 

(10) 

12.5 

(12) 

10.3 

(23) 

7.1 

(16) 

6.1 

Utilities 

(19) 

11.9 

(17) 

11.1 

(24) 

6.0 

(22) 

7.3 

(17) 

5.3 

Forest  Products  &  Packaging 

(20) 

11.5 

(12) 

11.6 

(21) 

8.3 

(12) 

11.2 

(11) 

9.0 

Finance 

(21) 

11.3 

(12) 

11.6 

(14) 

10.1 

(7) 

12.6 

(13) 

8.0 

Building  Materials 

(22) 

11.2 

(22) 

9.6 

(20) 

8.6 

(16) 

9.3 

(22) 

1.7 

Multi-Cos-Multi-lndustry 

'22) 

11.2 

(19) 

10.9 

(18) 

9.6 

(21) 

7.6 

(20) 

2.9 

Metals-Steel 

(24) 

8.7 

(23) 

7.3 

(23) 

7.0 

(25) 

3.7 

(24) 

—  1.3 

Transportation-Surface 

(25) 

5.5 
12.9 

(25) 

5.1 

(25) 

4.3 

(24) 

3.9 

(23) 

—  0.7 

Industry  Median 

11.6 

10.2 

10.1 

8.0 

Note:  Explanation  of  yardstick  calculations  oi  x'X)y  43 
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Our  corporation  moves 

so  fast  it  had  its  1970 

recession  in  1968. 


Je  took  a    real   beating.   But   what  happened   to   us   in 
'  8  has  given  us  a   jump  in  preparing  for  the  recession 
-light    come    in     1970.     in    the    past    twelve    months 
^ve  been    busy: 

onsolidating   our  divisions   for   greater  operating   effi- 
1  cy  and  installing  the  cost-control  programs  that  others 
|ust   now   setting    up   to   ease    the    pressure   on    corpo- 
■  profits. 

educing  our  debt,  materially  strengthening  our  balance 

■  et,  and  getting  the  corporation  in  good  financial   posi- 

to  live  with  tight  money  or  even  ride  out  a  recession. 


Teaching  modern  management  techniques  that  pay  off 
in   better  performance  .   .   .   during   good  times  or   bad. 

Building  the  depth  and  strength  of  our  management 
team. 

In  short,  we've  tightened  our  belt.  So  that  while  others 
are  "adjusting",  we'll  be  moving  ahead.  Because  we've 
already  done  a  lot  of  the  things  that  need  doing  to  get 
a  better  future  return  on  each  sales  dollar.  And  we're 
going  to  do  more. 

A-T-O  Inc.,  Cleveland,  Ohio.  A  $375  million  international 
corporation  that's  moving.  Ahead. 


f,ormerly  "Automatic"  Sprinkler 
Corporation    of    America. 


iMi 


The 
cool  engine 

vs. 
N.Y.  City. 


Versus  a  buijding  conning  down  on  42nd  Street.  A 

new  one  going  up  on  43rd.  A  new  bridge  over  the 

Queens  Expressway.  It's  power  vs.  load.  At  a  new 

tempo.   Work  faster.   Move   heavier   loads.   Do   it 

cheaper.  It's  rough.  Real  rough. 

And,  of  course,  the  harder  the  job,  the  hotter  the 

engine.  So,  the  most  efficiently  cooled  engine  is 

the  one  that'll  work  the  hardest.  And  the  longest. 

That's  v/hy  a  Detroit  Diesel  is  cooled  four  ways: 

water,  air,  oil  and  fuel.  It  runs  cooler.  Lasts  longer. 

Makes   it  a  better  investment.   See 

for  yourself.   Detroit  Diesel   Engine 

Division,    General    Motors,    Detroit, 

Michigan  48228. 

The  cool  engine.  Give  it  a  workout. 


Chemicals 


The  weakness  of  some  of 
the  major  chemical  producers 
has  become  startlingly  apparent 


YARDSTICKS 

OF  MANAGEMENT 

PERFORMANCE 


As  FAR  BACK  as  the  Twenties,  du  Pont 
worked  out  its  highly  successful 
formula  for  long-term  success  in  the 
chemical  industry.  One  of  the  princi- 
pal ingredients,  along  with  maintain- 
ing a  massive  research  eflFort  and  hard 
line  toward  low-profit  operations,  was 
to  stay  out  of  low-margined  com- 
modities and  concentrate  instead  on 
liigh-margined  specialty  or  proprietary 


products.  For  du  Pont,  the  rewards 
were  handsome:  long-term,  one  of 
the  highest  rates  of  growth  and  re- 
turn on  investment  in  U.S.  industry. 
During  the  Fifties  and  even  the 
early  Sixties,  when  chemical  prices 
were  relatively  firm,  capacity  short 
and  demand  booming,  it  may  have 
been  possible  to  ignore  the  limitations 
of  du  Font's  concentration-on-special- 


//OW  THEY  RANK: 


A-AMONG  ALL  COMPANIES 


B—IN  OWN  INDUSTRY 


Company 


5-Year 
Return  on  Equity 


PROFITABILITY 

Latest  12-Month 
Return  on  Equity 


5- Year  Return 
on  Total  Capital 


Rank 
A         B 


Per- 
cent 


Rank 
A         B 


Per- 
cent 


Rank 
A         B 


Per- 
cent 


GROWTH 


5-Year  Annual 
Sales  Growth 


5-Year  Annual 
Earnings  Per  Share  Growth 


Rank 
A         B 


Per- 
cent 


Note:  Explanation  of  yardsticl(  calculations  on  page  43.       def. — Deficit.     ttProfit  to  a  deficit;  ranlied  last. 


Rank 
A         B 


Per- 
cent 


Eastman  Kodak 

21 

(1) 

27.0 

37 

.(1) 

21.9 

9 

(1) 

26.4 

110 

(3) 

16.7 

80 

(1) 

15.6 

Ethyl 

35 

(2) 

23.6 

158 

(5) 

14.5 

247 

(10) 

10.5 

175 

(5) 

13.5 

305 

(5) 

6.6 

Du  Pont,  E 1 

109 

(3) 

17.4 

139 

(3) 

15.1 

74 

(2) 

15.6 

490 

(19) 

5.2 

464 

(14) 

0.1 

Inmont 

153 

(4) 

15.7 

340 

(11) 

10.6 

214 

(7) 

11.2 

267 

(9) 

10.5 

127 

(2) 

12.9 

Hercules 

157 

(5) 

15.6 

239 

(8) 

12.8 

145 

(3) 

12.7 

397 

(14) 

7.3 

359 

(6) 

4.7 

Dow  Chemical 

193 

(6) 

14.5 

152 

(4) 

14.6 

235 

(9) 

10.7 

218 

(7) 

11.8 

228 

(4) 

9.1 

American  Enka 

198 

(7) 

14.4 

115 

(2) 

16.0 

158 

(5) 

12.4 

360 

(12) 

8.0 

157 

(3) 

11.5 

American  Cyanamid 

215 

(8) 

14.0 

224 

(7) 

13.3 

165 

(6) 

12.2 

429 

(17) 

6.6 

435 

(9) 

2.3 

Stauffer  Chemical 

240 

(9) 

13.4 

285 

(9) 

11.7 

225 

(8) 

10.9 

220 

(8) 

11.7 

374 

(8) 

4.5 

Celanese 

259 

(10) 

13.0 

158 

(5) 

14.5 

429 

(19) 

6.8 

211 

(6) 

12.1 

367 

(7) 

4.6 

Union  Carbide 

268 

(11) 

12.8 

347 

(12) 

10.4 

283 

(11) 

9.9 

428 

(16) 

6.6 

497 

(16) 

-1.9 

Rohm  &  Haas 

285 

(12) 

12.5 

324 

(10) 

10.9 

156 

(4) 

12.5 

430 

(18) 

6.6 

448 

(12) 

1.3 

Chemetron 

329 

(13) 

11.8 

496 

(19) 

7.1 

337 

(14) 

8.5 

299 

(11) 

9.7 

507 

(17) 

-3.0 

Monsanto 

359 

(14) 

11.1 

362 

(13) 

10.1 

366 

(15) 

8.1 

385 

(13) 

7.5 

458 

(13) 

0.7 

Air  Reduction 

361 

(15) 

11.1 

417 

(15) 

9.0 

421 

(18) 

6.9 

418 

(15) 

6.8 

472 

(15) 

-0.6 

Diamond  Shamrock 

364 

(16) 

11.0 

450 

(16) 

8.1 

323 

(13) 

8.8 

279 

(10) 

10.2 

439 

(11) 

1.8 

Pennwalt 

367 

(17) 

11.0 

396 

(14) 

9.3 

289 

(12) 

9.6 

66 

(1) 

20.3 

437 

(10) 

20 

Grace,  W  R 

417 

(18) 

9.9 

481 

(18) 

7.4 

400 

(16) 

7.4 

152 

(4) 

14.5 

514 

(18) 

-4.5 

Allied  Chemical 

424 

(19) 

9.7 

478 

(17) 

7.5 

409 

(17) 

7.2 

492 

(20) 

5.1 

528 

(19) 

-7.9 

IntI  Minerals  &  Chem 

466 

(20) 

8.5 

564 

(20) 

def. 

476 

(20) 

5.9 

108 

(2) 

16.9 

553 

(20) 

tt 

Industry  Median 

12.9 

10.8 

10.2 

10.0 

1.9 
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.  proach.  But  no  longer.  Even  for 
!i:  Pont,  high-volume  specialties  have 
.1  way  of  attracting  new  competitors 
and  transforming  themselves  into  com- 
modities. Over  the  past  three  years, 
commodity  chemical  prices  have  gone 
through  the  floor.  Price  competition 
and  overcapacity  have  afflicted  virtu- 
ally every  major  company  in  the  chem- 
ical industry,  du  Pont  included.  It  af- 
fected not  only  producers  of  fibers  and 
plastics  but  j)roducers  of  basic  chemi- 
cals and  industrial  gases  as  well.  In 
1968  alone,  price  declines  cost  Inter- 
national Minerals  &  Chemical  $41  mil- 
lion in  net,  Monsanto  $22  million,  and 
Dow  $38  million.  In  the  circumstances, 
it  is  hardly  surprising  that,  save  for  In- 
mont  and  American  Enka,  no  major 
producer  has  been  able  in  recent  years 
to  translate  his  sales  gains  into  any- 
thing like  a  comparable  gain  in  earn- 
nigs  (see  Yardsticks) . 

As  the  industry's  problems 
mounted,  the  weakness  of  some  of 
its  major  producers — a  weakness 
stemming  basically  from  their  ex- 
posure to  price-vulnerable  commod- 
ities— became  startlingly  apparent. 
Allied  Chemical,  for  instance,  with  its 
broad  line  of  low-margined  commod- 
ities, emerged  as  one  of  U.S.  indus- 
try's real  problem  companies.  Mon- 
santo, with  its  heavy  commitment  to 
fertilizers  and  fibers,  also  proved  highly 
vulnerable.  Only  Dow,  among  the  in- 
dustiy's  broad-based  giants,  came 
through  relatively  unscathed,  partly 
because  it  managed  to  orient  its  basic 
commodity  production  toward  spe- 
cialties, and  partly  because — perhaps 
by  accident — it  failed  to  establish  it- 
self in  some  of  the  industry's  most  vul- 
nerable commodities. 

For  most  companies,  their  return 
on  invested  capital  (see  Yardsticks) 
it-fleets  pretty  directly  just  how  suc- 
cessful (or  how  farsighted)  they  have 
been  in  minimizing  their  commodity 
production  in  favor  of  specialties. 
Thus,  Eastman  Kodak,  with  the  bulk 
of  its  sales  in  cameras  and  film,  has 
easily  the  highest  return  in  the  indus- 
try, higher  even  than  du  Pont's.  Next 
come  Hercules  (polypropylene),  Rohm 
&  Haas  (acrylics)  and  Enka  (fibers). 
On  the  other  hand.  International 
-Minerals  &  Chemical,  with  nearly  half 
of  its  sales  in  commodity  fertilizers, 
where  the  price  and  capacity  prob- 
lems have  been  most  .severe,  has  the 
poorest  return  in  the  industry. 

There  are  limits  to  how  far  a  really 
big  company  can  go  in  minimizing 
commodities;  .Specialty  markets  are 
by  their  very  nature  small,  and  in 
order  to  serve  them  economically  a 
large    base    in    commodities    is    often 


Disappointment?  Du  Ponf  is 
slill  trying  to  crack  the  leather 
market  with  its  Corf  am  substitute. 


needed.  One  alternative  to  special- 
ization is  to  leverage  the  financfal 
structure  in  such  a  way  as  to 
magnify  both  return  on  equity  and 
growth  in  earnings.  Celanese's  6.8%  re- 
turn on  invested  capital,  for  instance, 
is  well  below  average,  but,  through 
skillful  leverage,  Celanese  has  nonethe- 
less posted  a  relatively  high  average  re- 
turn on  equity.  So  has  Ethyl.  But  ob- 
vipusly  in  an  industry  as  cyclical  as 
chemicals,  a  highly  leveraged  capital 
structure  involves  more  risks  than 
most  executives  are  prepared  to  take, 
and  so,  as  the  industry's  problems 
have  deepened  in  recent  years,  even 
Celanese  and  Ethyl  have  been  vigor- 
ously reducing  the  burden  of  their 
debt. 

Another  alternative  is  to  move  out- 
side the  chemical  industry  entirely. 
W.  R.  Grace,  which  got  into  chemi- 
cals in  the  first  place  because  its  ship- 
ping business  was  too  cyclical,  is  now 
moving  into  everything  under  the  sun 
in  search  of  something  still  better — 
with  mediocre  results  so  far.  Diamond 
Shamrock,  a  commodity  producer 
which  has  also  advanced  into  spe- 
cialty chemicals,  moved  on  into  oil 
and  gas  and  finally  iron  ore,  with  prom- 
ising but  not  yet  conclusive  results. 
Union  Carbide,  of  course,  has  always 
been  diversified.  Ethyl  was  in  paper 
before  it  got  into  chemicals.  Monsanto 
is  acquiring  Fisher  Governor  as  the 
nucleus  of  an  electronics  and  controls 
division.  Inmont  has  moved  into  candy 
and  oyster  farming,  Pennwalt  into 
dental  equipment,  IMC  into  ore  mar- 
keting. 

Even  du  Pont,  which  last  year  ac- 
quired a  drug  outfit,  Endo  Labora- 
tories, seems  at  least  to  be  lookin" 
beyond  the  chemical  industry  these 
days.  And  with  reason.  As  the  rest  of 
the  industry  has  taken  up  the  du  Pont 
formula,  du  Pont's  traditional  lead  has 
narrowed.  For  one  thing,  the  rising 
research  capability  of  its  competitors 
has  cut  its  commanding  technological 
advantage.  For  another,  its  very  suc- 
cess in  the  market  has  tended  to  con- 
vert a  large  proportion  of  its  most  im- 
portant products  into  commodities — 
polyester  staple,  for  instance.  At  15%, 
du  Pont's  retmn  has  already  declined 
substantially  from  1965's  22%,  and 
even  farther  from  1955's  28%.  So  that 
the  day  may  not  be  far  off  when  du 
Pont  may  be  forced  to  abandon  either 
the  financial  posture  from  which 
much  of  its  success  stems  or  the 
operating  strategy  which  its  moie 
widely  diversified  competitors  have 
attempted  to  imitate.  For  the  chemi- 
cal industry,  that  could  produce 
revolutionary  changes  indeed. 
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Fings  Ain't  Wot  They  Used  To  Be 


In  the  Forties  and  Fifties 
chemistry  was  in  the 
thick  of  technological  progress. 
Today  things  have  changed. 


For  the  past  several  years,  chemical 
executives  ha\e  tended  to  get  pretty 
defensive  over  Wall  Street's  generally 
skeptical  \iew  of  the  industry's  pros- 
pects. "Considering  the  apparent  lack 
of  interest  in  the  chemical  industry 
these  days,"  Stauffer's  president,  Roger 
Gunder,  told  the  New  York  Society  of 
Security  Analysts  on  his  last  visit,  "I 
am  happ>"  to  see  so  many  of  you 
here  today. "  Carl  Gerstacker,  chair- 
man of  Midland,  Mich.'s  giant  Dow 
Chemical,  is  even  more  forthright. 
"It  makes  me  mad, "  he  says.  "I  dis- 
agree with  this  [pessimistic]  view 
[of  the  industry]  and  reject  it.  But  it 
is  a  highly  significant  fact  that,  un- 
fortunately, this  is  how  a  great  many 
of  the  people  who  supply  our  capital 
do  feel  about  us.  And  what  they  think 
makes  it  so. " 

Obviously,  thinking  alone  does  not 
make  it  so,  as  even  Gerstacker  con- 
cedes: "Our  profit  performance  in  the 
past  five  to  ten  years  has  been  poor 
— as  compared  to  other  industries  and 
to  our  own  previous  standards."  But, 
profits  aside,  there  is  no  question  that 
people  no  longer  think  about  the 
chemical  industry  as  they  once  did. 
A  generation  ago,  when  du  Pont  pro- 
claimed, "Better  Things  for  Better 
Living  through  Chemistry,"  it  did  not 
have  to  worry  that  most  schoolboys 
would  finish  the  slogan  with  "Elec- 
tronics." In  those  days,  chemistry  still 
had  the  power  to  stir  the  imagination. 
But  no  longer.  "Have  the  computer, 
copier,  leasing,  investing  and  even 
banking  businesses  taken  our  place  as 
the  field  in  which  our  best  young  men 
are  most  eager  to  cast  their  lot?" 
Gerstacker  asks  wistfully,  and  in  so 
doing  suggests  the  answer. 

Certainly,  at  a  time  when  man's 
conquest  of  the  universe  delves  on 
the  one  hand  into  the  mysteries  of 
the  living  cell  and  on  the  other  into 
the  vastness  of  outer  space,  com- 
mercial chemistry  is  no  longer  central 
to  popular  scientific  concerns.  Since 
this  is  so,  it  is  hardly  surprising 
that  chemistry  is  also  losing  its  rela- 
tive position  in  the  general  economy 
(see  chart).  None  of  this  would 
matter  much  in  itself,  except  that 
it  has  been  accompanied  by  a  gradual 
and  general  decline  in  the  indus- 
try's over-all  profitability.  Its  return 
on  equity  has  declined  from  close 
to  19%  in  1949  to  maybe  13%  in 
1968,  while  earnings  have  declined 
steadily  every  year  since   1966.   The 


underlying  growth  is  still  there,  but 
every  year  it  becomes  harder  for  in- 
dividual companies  to  transform  their 
sales  gains  into  anything  like  corres- 
ponding increases  in  profits.  To  all 
this,  the  stock  market  could  hardly 
have  been  indifferent.  Chemical  earn- 
ings, which  until  1966  had  always 
sold  at  a  premium  over  industry  at 
large,  now  sell  at  a  discount.  And 
thinking  has  made  it  so?  Don't  you 
believe  it. 

The  truth  of  the  matter  is — and 
most  industry  executives  will  admit  it 
privately  if  not  in  public — that  over 
the  past  few  years  events  have  been 
working  a  permanent  and  fundamen- 
tally irreversible  change  in  the  chemi- 
cal industry.  A  high-technology  in- 
dustry has  become  a  commodity  in- 
dustry. A  growth  industry  has  ma- 
tured— as  the  paper  and  aluminum 
industries  matured  before  it — and 
neither  the  industry  nor  the  execu- 
tives that  run  it  have  yet  adapted 
themselves  to  the  changed  conditions. 

Price    and   Capacity 

At  the  heart  of  the  industry's  trou- 
bles are  the  familiar  commodity  prob- 
lems of  price  instability  and  over- 
capacity, and  though  both  are  en- 
demic to  the  chemical  industry,  in  the 
past  the  industry  has  generally  been 
able  to  rely  on  the  growth  in  its 
markets  to  sop  up  any  excess  capacity 
before  it  could  do  any  serious  dam- 
age to  the  price  structure.  But  no 
longer.  In  recent  years,  capacity  in 
a  wide  range  of  products  has  ex- 
panded beyond  the  ability  of  a  grow- 
ing market  to  absorb  it  quickly. 

In  part,  this  is  the  consequence  of 
advances  in  chemical  plant  technol- 
ogy, which  depend  basically  on  the 
economies  of  scale.  "The  factor  of 
size,"  explains  James  A.  Hughes,  pres- 
ident of  Diamond  Shamrock,  "has  be- 
come very  important.  These  days  you 
can't  just  build  a  plant  for  the  next 
year  or  two.  In  almost  every  com- 
modity, you've  got  to  overbuild  it  to 
make  it  economical."  And,  because 
chemicals  are  by  and  large  a  continu- 
ous-process industry  just  as  the  paper 
industry  is,  you've  got  to  run  that  plant 
pretty  close  to  full  capacity  to  get 
anything  like  a  decent  profit  from  it. 
To  do  that,  at  least  in  recent  years, 
you  had  to  go  out  and  buy  a  piece  of 
the  market  by  cutting  the  price. 

Once  that  happens,  few  producers 
can  resist  retaliating  in  land,  and  the 


Agriculture  offered  a  booming 
market  for  chemicals,  but  it  also 
made  them  prey  to  bad  weather, 
droughts     and     crop     failures. 
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ought  SCM  was 
table  typewriters. 
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Our  Smith-Corona 
Marchant  Division  does  sell 
more  portable  typewriters 
than  anybody  else. 

But  consider  the  Cogito 
1016  PR,  our  newest  electronic 
printing  calculator,  shown 
here. 

It's  like  a  desk-top  com- 
puter because  it  can  store 
complex  arithmetic  and  logic 
programs.  And  externally 
stored  programs  can  be  sub- 
stituted in  less  than  a  minute. 

It  represents  another  SCM 
success  in  office  eguipment. 

And  that's  not  all.  There 
are  other  growth  industries 
where  SCM  is  a  leader.  We're 
in  communications,  electric 
appliances,  specialty  chemi- 
cals, coatings  and  metallurgy, 
food  technology,  and  graphics. 

If  you've  read  this  far, 
maybe  you're  thinking  you 
don't  know  enough  about 
today's  SCM. 

If  you'd  like  to  know  more, 
we'll  send  you  a  copy  of  "SCM: 
A  Profile".  Write  Communi- 
cations Department,  SCM 
Corporation,  299  Park  Avenue, 
New  York,  New  York  10017. 

You've  always  known 
about  our  typewriters.  Now 
maybe  it's  time  you  looked 
again. 

Glidden-Durkee  •  Smith-Corona 
Marchant  •  Proctor-Silex  • 
Allied  Paper-  •  Kleinschmidt 
Telecommunications 


sbb. 


SCM  CORPORATION 
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downward  pressure  intensifies.  "We 
attempted  early  in  1968  to  initiate 
price  increases,"  says  Air  Reduction's 
president,  George  Dillon.  "When  this 
attempt  failed,  we  adopted  a  policy 
of  meeting  competitive  prices  across 
the  board  in  order  to  maintain  our 
share  of  the  existing  market." 

But  plant  technology  was  only  the 
half  of  it.  Drawn  by  the  long-term 
growth  and  profitability  of  the  chemi- 
cal business,  a  score  of  outsiders — 
primarily  from  the  petroleum  industry 
— moved  into  chemicals  on  a  large 
scale  and  with  very  much  the  same 
disruptive  effect  that  followed  the 
lumber  and  plywood  producers'  move 
into  paper  in  the  late  Fifties.  Like  the 
lumber  companies,  the  oil  companies 
were  eager  to  upgrade  the  profitabil- 
ity of  their  basic  raw  material,  and  in 
so  doing  they  not  only  created  ad- 
ditional capacity,  they  also  priced 
their  way  into  the  market.  As  the 
established  producers  saw  it,  the  oil 
companies  even  had  an  advantage. 
For,  when  prices  fell,  they  had  their 
raw  material  profits  to  fall  back  on  as 
the  chemical  producers  did  not. 

The  onslaught  was  no  small  one. 
Oil  companies  now  account  for  better 
than  10%  of  the  industry's  sales,  and 
Jersey  Standard,  Occidental,  Shell, 
Phillips  and  Mobil  all  conduct  chem- 
ical operations  larger  than  Air  Re- 
duction, Pennwalt,  Rohm  &  Haas,  In- 
mont,  Chemetron  or  American  Enka. 

All  of  this  served  to  speed  up  a 
process  that  has  been  under  way  for 
decades:  the  conversion  of  more  and 
more  of  the  industry's  low-volume, 
high-margined  specialty  products  in- 
to high-volume,  low-margined  com- 
moditie.s — polyester  staple,  for  in- 
stance, polyethylene,  polyvinyl  chlor- 
ide, styrene.  As  commodity  production 
increased,  the  industry's  already  im- 
periled price  structure  became  vul- 
nerable as  well  to  the  fluctuations  in 
the  industry's  major  markets — te.xtiles, 
for  instance,  or  fertilizers.  Not  tech- 
nology, but  supply  and  demand  had 
become  the  prime  economic  force  in 
the  chemical  business. 

Nowhere  was  this  more  evident 
than  in  the  booming  fertilizer  busi- 
ness. Though  it  had  always  been  a 
commodity  business,  fertilizer  had 
also  always  been  highly  profitable. 
No  more.  "Agricultural  Products," 
says  W.  R.  Grace's  president,  J.  Peter 
Grace,  "provides  an  excellent  illustra- 
tion of  a  classic  law  in  economics. 
As  a  result  of  the  long-term  and  con- 
.sistent  growth  in  demand  for  fertilizer 
materials,  averaging  8.6%  per  year  for 
the  last  decade,  new  investment  was 
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attracted  in  unprecedented  amounts, 
producing  capacity  far  in  excess  of 
any  current  demand.  The  result  was 
severe  price  deterioration  in  1968." 
So  severe  in  fact  that  IMC  plunged 
$21  million  into  the  red,  and  Grace 
suffered  a  decline  in  fertilizer  prof- 
its of  nearly  70%. 

Thus,  though  chemical  sales  con- 
tinue to  grow  very  nearly  as  rapidly 
as  ever,  the  industry  no  longer  has 
anything   like   the  profit  potential   it 


once  had,  any  more  than  the  alumi- 
num industry,  which  underwent  a 
similar  transfonnation  in  the  late 
Fifties.  This  does  not  mean,  of  course, 
that  the  industry's  profitability  will 
remain  at  its  present  depressed 
levels,  but,  as  the  experience  of  both 
the  aluminum  and  paper  industries 
suggests — and  significantly  both  are 
also  continuous  process  industries 
with  comparably  high  growth  rates — 
periodic  swings  from  over-  to  under- 
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capacity,  from  adequate  to  inadequate 
prices,  are  likely  to  become  the  per- 
manent rh\thm  of  the  industry. 

Such  a  prospect  assumes,  however, 
a  rigidity  to  the  chemical  industry 
that  has  not  been  its  pattern  in  the 
piist.  Traditionally,  the  industry's 
ureat  strength  has  lain  in  its  abihty 
to  produce  a  dizzying  succession  of 
new  products,  to  move  on  into  an- 
other new  market  just  as  its  previous 
one  begins  to  mature,  to  keep  its 
.I'owih  trending  uninterruptedly  up- 
ards.  The  industry's  massive  re- 
>earch  outlays — at  3.3%  of  sales,  one 
of  the  highest  in  U.S.  industry — have 
made  such  a  record  possible,  but  re- 
search has  not  come  up  with  a  major 
new  product  in  some  years,  and  there 
is  at  least  a  possibility  that  chemical 
research  is  nearing  the  point  of 
diminishing  returns. 

"As  it  relates  to  new  products,  not 
extensions,"  says  Stauffer's  director 
of  research,  Donald  Mastick,  "the 
science  of  chemistry  is  bankrupt. 
W  hat  we  need  is  a  big  new  innova- 
tion— like  polymers,  for  instance — 
something  that  will  do  for  us  what 
the  transistor  did  with  the  vacuum 
tube."  This  does  not  mean  that  the 
industry's  technical  resources  are  ex- 
hausted, or  that  there  is  not  a  great 
tleal  of  mileage  to  be  gained  from 
refining  existing  products — du  Font's 
n\lon-derived  silk  substitute,  Qiana, 
for  instance.  But  it  probably  does 
mean  that — without  such  a  discovery 
— the  industry  will  be  hard  put  to 
maintain  the  spectacular  growth  of 
file  last  two  decades. 

Competing   Wif/i  Ifse/f 

Beyond  this,  the  day  is  long  past 
when  du  Pont  and  Union  Carbide  had 
the  only  real  research  programs  in  the 
industry — everv'  major  company  does 
these  days — and  more  and  more  of  the 
industry's  effort  goes  willynilly  into 
duplicating  each  other's  research.  Not 
long  ago,  for  instance,  three  compa- 
nies reportedly  made  the  same  dis- 
covery within  three  weeks  of  each 
other,  all  working  in  absolute  secrecy. 

Historically,  of  course,  the  chem- 
ical industry  has  grown  by  replac- 
ing other  materials.  But  this  is  chang- 
ing. Increasingly,  it  is  turning  in 
upon  itself.  Nylon  made  the  first 
victory  over  wool  in  the  carpet  mar- 
ket, but  now  polyester,  nylon,  acryl- 
ics, and  polypropylene  are  all  fight- 
ing each  other  for  the  market.  Nylon 
ousted  rayon  from  the  replacement 
tire  market  only  to  be  challenged  itself 
by  polyester  fibers.  Thus,  the  indus- 
try's   market    gains    are    increasingly 
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What  Next?  The  chemical  in- 
dusfry  needs  big  new  markeis 
io  sustain  its  growth.  One  of  the 
best    bets:    building     materials. 


made  at  its  own  expense. 

Chemical  executives  hke  to  dream 
of  the  big  new  markets  the  industry 
may  break  into  any  day  now.  With 
the  world's  forest  resources  growing 
increasingly  scarce,  paper  substitutes 
offer  one  obvious  enormous  market, 
construction  another,  but  few  major 
markets  are  as  vulnerable  to  penetra- 
tion by  the  chemical  industry  as  the 
fiber  market  has  been  in  the  past  de- 
cades. Even  du  Font's  newest  mass 
market  prospect,  the  shoe  industry — 
which  it  has  attempted  to  invade  with 
its  Corfam  leather  substitute — so  tar 
has  proved  resistant  to  its  efforts. 

And  even  if  the  industry  should 
turn  up  another  discovery  on  the 
order  of  nylon,  its  impact  would  be 
less  than  staggering.  It  was  one  thing 
for  du  Font  to  develop  a  nylon  back 
in  1938,  when  its  sales  were  $226  mil- 
lion, quite  another  for  it  to  develop 
a  comparable  product  at  a  time  when 
its  sales  are  running  around  $3.5  bil- 
lion annually.  "Because  we  are  so 
big,"  says  Union  Carbide  vice-presi- 
dent, WiUiam  S.  Sneath,  "it's  difficult 
for  any  individual  new  product  to 
have  impact  on  sales  or  earnings,  but 
collectively  they  do  have  an  impact." 

But,  if  the  industry's  potential 
seems  limited,  the  potential  for  in- 
dividual companies  remains  as  prom- 
ising as  ever.  As  both  Boise  Cascade 
and  Georgia-Facific  have  demonstrat- 
ed, first-rate  management  can  go  a 
long  way  even  within  a  commodity 
industiy.  The  chances  are  that  the 
real  opportunities  are  more  likely  to 
lie  with  the  smaller  rather  than  with 
the  larger  companies.  They  more 
readily  adapt  to  changing  conditions. 
More  to  the  point,  their  scale  is  more 
nearly  attuned  to  the  available  op- 
portunties.  They  can,  for  instance,  go 
after  small  specialty  markets  and  still 
produce  an  impact  on  their  profits. 

"It  stands  to  reason,"  says  Stauffer's 
Roger  Gunder,  "that  a  $5-milhon  mar- 
ket will  have  more  impact  on  a  $500- 
million  company  than  it  will  on  a 
$5-billion  one." 

More  and  more  companies  seem 
determined  these  days  to  make  the 
most  of  their  potential.  "Our  goal," 
says  Inmont's  president,  James  T. 
Hill,  "is  to  get  our  earnings  per  share 
on  a  10%  curve.  We  know  that  what 
is  feasible  at  our  size  and  level  of 
sales  becomes  increasingly  imprac- 
tical the  larger  a  company  gets.  If 
we  had  one  billion  dollars  in  sales — 
certainly  if  we  had  sales  of  two  bil- 
lion dollars — I  would  be  extremely 
skeptical  that  we  could  change  as 
drastically  as  we  propose  to."  ■ 
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IBI\^  unbundled 
its  prices  last  year 
witfi  consequences 
as  yet  unknowable 
but  certainly 
far-reaching. 


YARDSTICKS 

OF  MANAGEMENT 

PERFORMANCE 


For  two  of  the  youngest  industries 
around — computers  and  copying  ma- 
chines— it  is  the  same  old  picture 
year  after  year.  You-know-who  and 
you-know-who  continue  to  dominate 
computers  and  copiers,  continue  to 
rack  up  large  year-to-year  earnings 
and  sales  gains  and  continue  to  net 
sensational  profit  returns.  About  the 
only  favorable  trend  for  the  others  in 
these  fields  is  that  their  lot  has  been 
improving:  The  also-rans  in  com- 
puters and  copiers  now  are  making 
fairly  satisfactory  profits. 

However,  there  was  a  break  in  the 
business-as-usual  pattern  in  computers 
last  year,  one  that  could  materially 
afiFect  future  profit  performances.  IBM 
decided  to  "unbundle"  its  prices.  That 
is,  instead  of  offering  customers  a 
computer,  systems  engineering,  soft- 
ware and  other  services  for  a  single 
over-all  price,  IBM  would  now  price 
each  piece  of  equipment  and  each 
service  separately.  Its  motive  for  do- 
ing this?  Part  of  it  was  certainly  grow- 
ing antitrust  pressure. 

At  the  year's  end  computer  men 
were  still  scratching  their  heads  over 
the  full  import  of  the  IBM  move,  but  a 
couple  of  things  were  already  clear. 
First,  the  xmbundling  represents,  in 
effect,  a  price  increase  by  IBM.  It  is 
no  longer  throwing  in  programming 
and  servicing  in  the  rental  price 
of  its  machines.  For  competitors, 
such  an  increase  on  the  part  of  the 
company  that  controls  70%  of  the 
industry's  sales  means  the  raising  of 
a  price  umbrella  under  which  they 
can  operate  if  they  so  choose  or  are 
able.  Even  if  they  can't  tmderprice 
IBM  on  a  total  computer  installation, 
they  can  now  at  least  take  aim  on 
part  of  the  package  so  that  they  can 
get  a  piece  of  an  order  even  when 


most  of  it  still  goes  to  IBM. 

IBM's  separate  pricing  also  makes 
it  easier  for  small  companies  to  com- 
pete in  the  software  area.  IBM  no 
longer  includes  programs  in  one  lump 
price;  tiny  software  competitors  know 
now  exactly  what  Big  Brother  is  charg- 
ing. They  have  a  target. 

Is  IBM  worried?  Not  really.  The 
more  competition  there  is,  the  less 
likely  is  antitrust  pressure.  And  be- 
sides, whatever  happens,  IBM  is  just 
about  guaranteed  a  continuing  lion's 
share  of  a  growing  business. 


Note:  Explanati'.n  o)  yardstid 
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The  Las  Vegas  Mood  in  the  Computer  Business 


L.\s  \'EGAS?  Could  there  have  been  a 
more  appropriate  spot  to  hold  the 
computer  industry's  big  semiannual 
con%ention,  the  Fall  Joint  Computer 
Conference?  Not  on  your  IBM  360. 
According  to  one  computer  man  who 
attended  the  mid-\ovember  get-to- 
gether: "Our  industry  is  ver\'  much 
hke  this  place.  Every  year  it  becomes 
an  even  bigger  crapshoot  or  roulette 
game,  played  with  new  rules  by  more 
bettors,  big  and  small,  for  higher  and 
higher  stakes." 

"Look  at  it  this  way,"  he  explained. 
"At  one  end  of  the  business  is  IBM. 
What  the  house  is  to  Las  Vegas,  IBM 
is  to  the  computer  industry." 

He  has  a  point.  With  some  70%  of 
the  market  and  almost  $2  billion  in  the 
bank,  IBM,  indeed,  is  the  dealer.  The 
biggest  bettors,  with  or  against  it,  are 
the  other  mainframe  makers.  At  the 
1  other  end  of  the  table,  of  course,  are 
^  the  untold  thousands  of  "long  shots," 
the  little  companies  that  have  sprung 
up  in  the  c^omputer  business  in  recent 
years  to  sell  peripheral  gear,  software 
and  other  data  processing  services. 

So  far,  no  one  is  quite  sure  how  the 
play  will  go.  But  anyone  doubting  the 
speculati\e  frenzy  abroad  in  the  in- 
dustry need  only  have  walked  among 
the  exhibits  spilling  over  from  the  Las 
Vegas  Convention  Center  into  the 
Sahara  Hotel's  huge  "Space  Center" 
at  the  "Fall  Joint." 

There  they  were,  big  companies 
and  small,  from  Palo  Alto  to  Prince- 
ton, from  Route  128  to  San  Diego: 
370  exhibitors,  twice  as  many  entries 
at  such  a  conference  as  ever  before, 
with  their  exotic  names  (Astrodata, 
Xynetics,  Hypertech).  Balloons.  Flash- 
ing lights.  Female  barkers,  mini- 
skirted,  displaying  plenty  of  cleavage. 
.It  was  all  rather  fitting,  these  sex 
s>Tnbols:  After  all,  weren't  these  the 
sexy  stocks? 

Even  nonnally  staid  IBM  could  not 
resist  showing  off  its  new  System  3 
commercial  computer  under  glowing 
globes  of  colored  light.  Control  Data, 
in  a  two-story  display,  had  an  operat- 
ing supercomputer  on  the  premises. 
Xerox,  perhaps  to  prove  its  serious  in- 
tentions in  the  business,  had  no  less 
than  five  exhibits  on  hand. 

Most  significant,  almost  every  new 
company  there  had  its  press  agent 
and  its  prospectus.  "Going  public" 
was  as  much  the  talk  as  the  latest 
communications  gear.  At  least  half 
of  those  showing  their  wares  in  Las 
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Vegas  had  just  gone,  were  about  to 
go,  or  will  go  into  registration.  Broker- 
age and  investment  house  men  from 
both  coasts  stalked  through  the  ex- 
hibits, stuffing  their  conference  tote 
bags  with  company  sales  literature. 

Why  the  big  rush?  The  big  stakes, 
of  course.  Whether  everybody  will  be 
able  to  cash  in  is  one  thing.  But  the 
pot  is  certainly  there.  For  example, 
according  to  EDP  Industry  Report, 
the  market  for  general  purpose  digital 
computers,  as  measured  by  the  pur- 
chase price,  hit  about  $8  billion  last 
year.  By  1975  it  could  be  close  to  $20 
billion,  more  than  the  current  total 
value  of  all  the  new  cars  sold  in  the 
U.S.  each  year.  Even  a  1%  piece  of 
such  a  business  would  be  worth  $200 
million  to  any  hardware  maker.  "That 
is  a  lot  of  chips  in  any  business,"  says 
one  computer  man. 

Big  Market  for  Minis 

Moreover,  there  are  separate  mar- 
kets within  the  market  for  hardware. 
At  one  end,  of  course,  are  the  super 
machines.  At  the  other  end  are  the 
"minicomputers,"  small  digital  con- 
trol computers  in  the  $10,000-and- 
under  category. 

Until  recently  minicomputers  were 
a  $100-million-a-year  market  dominat- 
ed by  five  firms:  Digital  Equipment 
Corp.,  with  about  75%  of  the  busi- 
ness, followed  by  Hewlett-Packard, 
Varian  Associates,  Data  Machines  and 
Honeywell,  in  about  that  order.  They 
still  dominate  it.  But  at  the  Fall  Joint 
Computer  Conference  in  Las  Vegas, 
there  were  no  less  than  36  minicom- 
puter makers  on  hand.  And  in  five 
years  this  submarket,  even  according 
to  conservative  estimates,  could  be 
$700  million  a  year  alone. 

Even  more  of  a  lure  is  the  poten- 
tial payoff  in  the  market  for  periph- 
eral equipment,  software,  services  and 
supplies.  This  is  growing  faster  than 
the  market  for  hardware.  By  1975  it 
could  hit  $12  billion,  three  times  its 
present  size.  In  fact,  some  think  the 
numbers  will  be  even  higher,  what 
with  the  shift  to  more  sophisticated 
input  and  output  devices,  and  soft- 
ware to  match  faster  computers. 

Not  surprising  then,  one  of  the 
hottest  games  around  is  to  get  into  the 
booming  software  business  and  go 
public.  What  makes  it  easy,  of  course, 
is  that  any  reasonably  competent  sys- 
tems analyst  and  his  friends  can  go 
out  and  rent  an  office,  hire  a  secretary 
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and  lease  a  computer  on  easy  terms. 
What  makes  it  so  attractive  is  that 
software,  now  a  $400-million-a-year 
business,  is  expected  to  be  a  $2-bil- 
lion  one  in  five  years. 

As  it  is,  the  field  already  is  very 
crowded.  All  told,  there  are  probably 
1,000  software  companies.  And  one 
"of  every  ten  of  these  is  already  public, 
with  a  new  one  going  into  registration 
almost  every  week.  Of  the  present 
companies  even  the  biggest.  Com- 
puter Sciences  Corp.,  has  revenues 
of  only  $65  million  a  year. 

Some  software  firms  have  hedged 
their  bets  by  diversifying  their  com- 
puter business.  Well  over  a  hundred 
are  now  in  time-sharing  services,  that 
is,  the  rental  of  processing  time  on  a 
computer  to  a  number  of  users  in 
remote  locations.  Time-sharing  is  an- 
other hot  market  that  could  go  up 
1,300%  in  the  next  five  years. 

The  trouble  is  that  the  little  players 
are  put  right  up  against  General  Elec- 
tric, which  already  has  40%  of  the 
time-sharing  business  and  is  after 
more.  IBM,  Univac,  Honeywell,  Con- 
trol Data  and  Xerox'  SDS  are  in  it, 
too.  Moreover,  outsiders,  like  non- 
AT&T  telephone  companies,  have 
edged  into  time-sharing  in  their 
search  for  new  and  profitable  non- 
regulated  businesses.  "There  is  a  big 
shakeout  coming  in  this  business," 
says  one  computer  man.  "The  only 
question  is  when." 

Computers  are,  even  more  than 
most  businesses,  a  people  business. 
That  could  affect  the  odds  on  every- 
one, including  the  house.  IBM  has 
been  losing  top  people  to  nearly  any- 
one dangling  a  new  set  of  stock  op- 
tions, profit-sharing  plans  and  war- 
rants. Throughout  the  industry,  in 
fact,  there  is  a  30%  turnover  in  key 
personnel.  The  shortage  of  program- 
mers is  so  great  it  is  estimated  that 
at  least  50,000  or  as  many  as  300,000 
more  could  be  put  to  work  right  now. 

One  clue  to  the  severity  of  the  situ- 
ation was  the  blatant  head-hunting  un- 
der way  at  the  Fall  Joint  Computer 
Conference  in  Las  Vegas.  Anyone 
stepping  off  a  plane  was  immedi- 
ately approached  at  McCanan  Air- 
port by  a  bevy  of  pretty  girls  dispers- 
ing recruiting  literature,  including 
an  open  invitation  to  visit  the 
"Career  Opportunity  Center"  at  the 
Stardust  Hotel,  sponsored  by  several 
computer  companies  and  the  Califor- 
nia Institute  of  Technology's  Jet  Pro- 
pulsion Laboratory.  Not  that  those 
who  came  by  bus  or  car  missed  out. 
An  invitation  was  put  under  his  hotel 
room  door  during  the  meeting.  ■ 


94 


FORBES,  JANUARY  1,  1970 


Here's  a  "hot  idea" 

at  work  on  the  Santa  Fe 


This  train  of  66  cars  has  a  hot  cargo  of  liquid  sul- 
phur heated  to  about  290  degrees  Fahrenheit,  and 
it  has  to  travel  930  miles  without  cooling  off. 

It's  a  new  idea  for  moving  liquid  sulphur  from 
the  new  Duval  mine  in  West  Texas  to  the  Port  of 
Galveston.  The  sulphur  is  steamed  to  the  proper 
degree  of  heat  for  loading  into  tank  cars  at  their 
new  plant  in  Rustler  Springs,  Texas  and  the  train 
moves  on  precision  schedule  to  reach  Galveston 
while  the  sulphur  is  in  its  liquid  state. 

But  this  is  not  just  a  single  train  operation. 
While  one  train  of  66  cars  is  being  loaded  at  the 
Duval  plant,  another  is  enroute  and  a  third  is  being 
unloaded  at  Galveston.  Soon  a  fourth  train  will  be 
added  to  this  operation. 

To  make  this  hot  line  of  sulphur  work,  Santa 
Fe  spent  millions  of  dollars  constructing  a  new  30- 
mile  railroad  to  reach  the  sulphur  plant  at  Rustler 


Springs.  We  have  added  new  power  to  our  diesel 
fleet  and  worked  with  the  Duval  Corporation  to  de- 
velop a  precision  operation  fitted  to  their  distribu- 
tion and  marketing  requirements. 

Moving  hot  sulphur  on  a  hot  schedule  is  one 
of  many  ways  Santa  Fe  provides  up-to-date  trans- 
portation by  the  carload,  trainload,  Piggy-Back 
trailer  or  container.  And  we  move  by  rail,  by  high- 
way and  pipeline. 

If  you  have  a  "hot  idea"  to  fit  your  shipping 
needs,  call  Santa  Fe.  What  we  have  done  for  com- 
panies like  Duval,  we  can  do  for  you. 


Santale 

yk  helped  build  America.  Now  we  keep  it  moving. 


Santa  Fe 
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For  the  conglomerates  and  agglomerates,  the 
financial  figures  still  look  good.  But  are  they  true? 


YARDSTICKS 

OF  MANAGEIVIENT 

PERFORMANCE 

Multi-Industry 


To  DESCRIBE  the  growing  tendency  of 
big  companies  to  operate  in  more  in- 
dustries than  one,  Forbes  uses  the 
term  "multicompany."  A  multicom- 
pany  is  one  that  operates,  under  one 
coiporate  roof,  a  collection  of  divi- 
sions having  little  real  relationship  to 
each  other.  Within  this  group  we 
identify  three  distinct  breeds  of  multi- 
company:  conglomerates,  agglomer- 
ates and  multi-industry  companies  {see 
separate  Yardstick  charts).  General 
Electric  is  one  of  the  third  t>'pe,  a 
multi-industry  company.  Its  jet  en- 
gines have  little  to  do  with  its  refrig- 
erators, but  unlike  the  conglomerates 
and    agglomerates    its    diversification 


came  from  within  and  over  a  long  pe- 
riod oT  time.  The  same  can  be  said  of 
such  multiindustiy  companies  as  3M, 
International  Harvester  or  Koppers  Co. 

A  very  different  type  of  multicom- 
pany,. however,  has  grovwi  up  in  re- 
cent years.  These,  in  most  cases,  were 
put  together  deliberately  as  multi- 
companies.  Most  people  call  them 
conglomerates.  Forbes  uses  this  term 
to  cover  one  breed  of  these  newer 
multicompanies — the  ones  which, 
while  widely  diversified,  do  practice 
a  fair  degree  of  top-management  con- 
trol over  their  divisions.  There  is  yet 
another  type,  more  financially  oriented, 
which  operates  more  in  holding-com- 
pany style  and  these  Forbes  dubs 
agglomerates. 

Last  year,  the  conglomerates  and 
agglomerates  were  taking  their  knocks 


HOW  THEY  RANK: 

A- 
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B—IN  OWN  INDUSTRY 
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Minnesota  Mining  Mfg 

49 

(1) 

21.8 

53 

(1) 

20.0 

19 

(1) 

21.5 

256 

(2) 

11.1 

198 

(4) 

10.1 

General  Electric 

140 

(2) 

16.0 

143 

(2) 

14.9 

125 

(2) 

13.1 

292 

(3) 

9.9 

391 

(5) 

4.1 

National  Lead 

17.3 

(3) 

15.1 

198 

(3) 

13.8 

126 

(3) 

13.1 

456 

(8) 

5.9 

483 

(7) 

-1.0 

Union  Carbide 

268 

(4) 

12.8 

347 

(6) 

10.4 

283 

(5) 

9.9 

428 

(6) 

6.6 

497 

(8) 

-1.9 

Westinghouse  Electric 

344 

(5) 

11.4 

301 

(4) 

11.4 

308 

(6) 

9.2 

341 

(5) 

8.5 

142 

(1) 

12.2      ? 

Bendix 

368 

(6) 

10.9 

307 

(5) 

11.3 

222 

(4) 

10.9 

172 

(1) 

13.7 

181 

(3) 

10.6     ,- 

PPG  Industries 

467 

(7) 

8.5 

445 

(8) 

8.2 

397 

(7) 

7.4 

447 

(7) 

6.2 

440 

(6) 

1.7 

Koppers 

480 

(8) 

8.2 

373 

(7) 

9.9 

440 

(9) 

6.6 

319 

(4) 

9.1 

145 

(2) 

12.2      - 

IntI  Harvester 

483 

(9) 

8.2 

516 

(9) 

6.1 

413 

(8) 

7.1 

523 

(10) 

3.7 

513 

(9) 

-3.4     1 

Allis-Chalmers 

542 

(10) 

3.0 

564 

(10) 

def. 

537 

(10) 

2.9 

506 

(9) 

4.4 

553 

(10) 

tt     1 

Industry  Med 

an 

U.2 

10.9 

9.6 

7.6 

2.9 

Note:  Explanation  of  yardstick  calculations  on  page  43.       tfProfit  to  a  deficit:  ranked  last.       def. — Deficit. 


YARDSTICKS  OF  MANAGEMENT  PERFORMANCE /Conglomerates 


HOW  THEY  RANK: 


A— AMONG  ALL  COMPANIES  B-IN  OWN  INDUSTRY 


PROFITABILITY 

GROWTH 

5-Year 

Latest  12-Month 

5-Year  Return 

5-Year  Annual 

5-Year  Annual 

Return  on 

Equity 

Return  on 

Equity 

or 

Total  Capital 

Sales  Growth 

Earnings 

Per  Share  Growth 

Rank 

Per- 

Rank 

Per- 

Rank 

Per- 

Rank 

Per- 

Rank 

Per- 

Company 

A 

B 

cent 

A 

B 

cent 

A 

B 

cent 

A 

B 

cent 

A 

B 

cent 

Litton  Industries 

40 

(1) 

7S  Q 

223 

(5) 

13.3 

169 

(4) 

12.1 

42 

(4) 

24.8 

98 

(3) 

14.3 

LIng-Temco-Vought 

71 

(2) 

./;;ii 

426 

(9) 

8.7 

106 

(2) 

14.1 

9 

(1) 

60.9 

154 

(6) 

11.7 

TRW 

77 

(3) 

19.5 

101 

(2) 

16.7 

118 

(3) 

13.7 

56 

(5) 

22.7 

107 

(4) 

13.8 

Textron 

81 

(4) 

19.1 

94 

(1) 

16.9 

45 

(1) 

17.8 

88 

(6) 

18.5 

87 

(2) 

14.9 

FMC 

135 

(5) 

16.2 

222 

(4) 

13.3 

180 

(5) 

11.9 

212 

(9) 

12.0 

252 

(8) 

8.2 

Avco 

150 

(6J 

15.8 

203 

(3) 

13.6 

289 

(7) 

9.6 

41 

(3) 

25.4 

250 

(7) 

8.3 

General  Tire 

267 

(7) 

12.9 

393 

(8) 

9.5 

309 

(8) 

9.2 

564 

(10) 

1.1 

485 

(10) 

-1.4 

IntI  Tel  &  Tel 

328 

(8) 

11.8 

278 

(6) 

11.9 

269 

(6) 

10.1 

37 

(2) 

25.8 

143 

(5) 

12.2      . 

Transamerica 

413 

(9) 

10.0 

313 

(7) 

11.1 

336 

(9) 

8.5 

153 

(7) 

14.5 

367 

(9) 

4.6 

Kaiser  Industries 

470 

(10) 

8.5 

502 

(10) 

6.7 

433 

(10) 

6.7 

181 

(8) 

13.3 

3 

(1) 

73.3 

Industry  Median 

16.0 

12.6 

11.0    J 

20.6 

12.0      , 

Note:  Explanation  ot  yardstick  calculations  on  page  43. 
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Just  about  anything  you  can  produce,  we  can 

package  on  our  Pure-Pak  machines. 

In  one  fast,  neat  operation.  If  you'd 

like  more  information,  write  for 

our  corporate  brochure.  ^^ 

Ex-Cell-O  Corporation, 

Uox  386, 

Detroit, 

Michigan 

48232. 


-n 


At  Ex-Cell-0, 

one  good  thing 

leads  to  another. 


PURE'PAK 


uomiurr  >«Mi 


Take  our  Pure-Pak  plasticarton. 
It  started  out  strictly  as  a  milk 
container.  But  soon,  dairies  were  using 
it  to  package  products  like  orange 
drink  and  coffee  cream.  Word  of  its 
versatility  spread,  and  things  really 
started  to  happen.  Now  you  can  find 
anything  from  fruits  and  vegetables  to 
detergents  and  fertilizers  in  our 
cartons.  At  last  count,  over  160 
products  were  being  packaged  in 
Pure-Pak  plasticartons.  An  unusual  success  story?  Not  around  Ex-Cell-O. 

We've  been  helping  our  customers  find  new  ways  of  doing  things  faster  and  better 
for  the  last  fifty  years.  In  areas  like  electronics, 

metalworking,  precision  tools  and  aerospace.  That's  how 
we  earned  our  reputation.  The  mass  precision  people. 

EX-CELL-O  CORPORATION 


Plasticarton 


PURE-PAK 


ucnmHu 
FnmHn 


Plasticarton 
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Multicompanies 


in  the  press,  in  Congress,  in  Washing- 
ton and  in  the  stock  market.  Ling- 
Temco-Vought  shimped  from  97  to 
26,  Gulf  &  Western  from  50  to  18, 
Avco  from  49  to  23,  Textron  from  45 
to  23.  It  was  somewhat  indiscrimi- 
nate. Disillusioned  investors  were 
singing  a  sad  song  about  them  all — 
good,  bad  and  indifferent. 

"Conglomerate  companies  have  been 
hurt  the  most  in  this  market  selloff," 
complains  Chairman  Fred  Sullivan  of 
Walter  Kidde.  "And  that's  because 
some  of  them  had  profit  problems: 
Litton  Industries,  Gulf  &  Western, 
"Automatic"  Sprinkler  [now  A-T-O 
Inc.,  its  foiTTier  ticker  symbol]  and 
LTV.  I  suppose  it  was  inevitable  that 
there  would  be  some  helter-skelter 
selling  of  the  whole  group.  And  then 
there  was  this  growing,  almost  relent- 
less  pressure   from   Washington." 

A/r  Is  Not  Gold 

Sullivan  complains  about  the  indis- 
criminate reaction  against  conglom- 
erate-agglomerates. But  how  could  it 
be  otherwise?  Glance  at  the  Yard- 
sticks on  pages  96  and  99.  How  do 
you  tell  a  good  conglomerate  from  a 
poor  one?  Not  by  figures  alone.  On 
the  figures,  the  agglomerates,  in  pro- 
portion, look  impressive  indeed.  Too 
impressive,  for  there  is  a  problem:  On 
the  Yardsticks,  every  measure  except 
one — the  five-year  average  increase  in 
sales — is  keyed  to  reported  earnings. 
Yet  what  is  the  quality  of  those  re- 
ported earnings?  All  too  frequently  the 
internal  operating  results  of  acquisi- 
tive multicompanies  are  obscured 
by  the  glaring  deficiencies  of  merger 
accounting    and     the    numerous    ac- 


counting changes  in  depreciation,  in- 
ventory, research  and  development,f- 
and  foreign  subsidiaries  that  are  pos- 
sible when  a  company  is  acquired. 
And  to  the  extent  that  ■  reported  earn- 
ings are  generated  internally,  where 
do  they  come  from  within  the  variety 
of  businesses  the  conglomerate  is  in?' 
And  what  happens  to  a  company  that 
is  taken  over  by  a  conglomerate?  Does 
the  conglomerate  actually  achieve  the 
greatly  improved  performance  that  it 
promises  with  such  an  acquisition? 
Some  do.   But  ivhich   conglomerates? 

Mirage? 

On  the  surface,  the  record  looks 
impressive  in  many  instances:  Over 
the  five-year  Yardstick  period,  seven 
conglomerates  and  agglomerates  are 
among  the  ten  fastest-growing  com- 
panies in  the  country  in  average 
increases  in  earnings  per  share.  And 
many  had  superior  records  in  over-all 
profitability:  The  conglomerates  rank 
fourth  among  the  25  major  industry 
groups  in  median  return  on  equity 
(16%)  for  the  same  period,  for  example 
— a  scant  half  a  percentage  point 
below  top-ranking  Distribution-Spe- 
cialty. Yet  how  much  of  this  apparent 
growth  is  a  mirage  created  by  ac- 
counting? And  how  stable  is  the  pro- 
fitability? More  and  more  are  such 
questions  being  asked,  and  the  an- 
swers are  becoming  less  and  less  re- 
assuring. 

In  the  final  analysis,  the  shakeout 
that  now  confronts  the  acquisitive 
multicompanies  will  turn  out  to  be  a 
blessing  in  disguise  for  the  better- 
managed  companies.  There  is  much 
to  be  said  in  favor  of  the  conglomerate 


concept.  The  problem  with  the  con- 
cept today  is  that  real  achievements 
are  too  easily  counterfeited  with  illu- 
sions created  by  accounting.  Only ' 
when  this  confusion  is  eliminated  can 
those  multicompanies  which  are 
genuinely  interested  in  achieving  in- 
ternal growth  in  earnings  function 
effectively.  ■ 


YARDSTICKS 

OF  MANAGEMENT 

PERFORMANCE 

Agglomerates 


Multicompanies 


A  Case  of  Rampant  Obscurity 


"To  BORROW  A  PHRASE  from  Mr.  Jus- 
tice Holmes,"  obsei-ved  Federal  Trade 
Commissioner  Philip  Elman,  speaking 
before  a  bevy  of  lawyers  at  a  recent 
conference  on  conglomerates  spon- 
sored by  the  American  Bar  Associa- 
tion, ".  .  .  we  need  'investigation  of 
the  obscure'  more  than  further  'edu- 
cation in  the  obvious.' 

"What  is  'obvious' — and  disquiet- 
ing," he  went  on,  "is  the  impact  of  the 
current  merger  movement  on  the 
structure  of  the  economy.  .  .  .  What 


is  'obscure'.  .  .  are  the  actual  competi- 
tive consequences  of  these  merger- 
induced  structural  changes." 

Commissioner  Elman,  with  true  bu- 
reaucratic forbearance,  was  imder- 
stating  the  case. 

The  entire  multicompany  field  is 
rampant  with  "obscurity" — obscurity 
that  is  scarcely  limited  to  the  competi- 
tive impact  of  structural  changes  in- 
duced by  the  Great  Conglomerate 
Merger  Wave  of  the  Sixties — ob- 
scurity that  was  scarcely  dispelled  by 


the  FTC's  long-awaited  690-page 
Economic  Report  on  Corporate  Merg- 
ers that  appeared  in  late  October. 

Not  that  there  haven't  been  numer- 
ous high-level  attempts  to  eliminate 
the  confusion  and  fright  triggered  by 
the  conglomerate  merger  wave.  Over 
the  past  12  months  there  has  been  an 
unprecedented  flurry  of  studies  and 
investigations  punctuated  by  a  barrage 
of  law  suits  from  the  suddenly  bellig- 
erent Antitrust  Division  of  the  Justice 
Department. 

Yet  it  was  remarkable  that  in  an 
era  when  the  conglomerates  and  other 
forms  of  multicompanies  seemed  al- 
most to  dominate  U.S.  industry, 
most  discussions  of  them  involved  the 
flow  of  so  much  hot  air  and  the  cast- 
ing of  so  little  light. 

Were  they  good  for  the  economy 
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HOW  THEY  RANK: 


A— AMONG  ALL  COMPANIES 


B—IN  OWN  INDUSTRY 


Company 


5- Year 
Return  on  Equity 

Rank 
A         B 


PROFITABILITY 

Latest  12-Month 
Return  on  Equity 


5-Year  Return 
on  Total  Capital 


Per- 
cent 


Rank 
A         B 


Per- 
cent 


Rank 
A         B 


Per- 
cent 


GROWTH 


5-Year  Annual 
Sales  Growth 


5-Year  Annual 
Earnings  Per  Share  Growth 


Rank 
A         B 


Per- 
cent 


Rank 
A         B 


Per- 
cent 


A-T-C 

I 

(1) 

59.2 

515 

(35) 

6.2 

68 

(2) 

16.01 

5 

(4) 

66.0 

451 

(31) 

1.2 

White  Consolidated 

22 

(2) 

25.8 

20 

(3) 

25.3 

183 

(8) 

11.8 

4 

(3) 

79.9 

5 

(4) 

59,5 

U  S  Industries 

51 

(3) 

21.5 

7 

(2) 

28.7 

62 

(1) 

16.4 

10 

(8) 

53.9 

2 

(2) 

76.4 

National  Service 

59 

(4) 

20,61: 

49 

(6) 

20.5 

s* 

200 

(24) 

12.4M 

155 

(19) 

11.7 

Gulf  &  Western 

69 

(5) 

20.0 

361 

(21) 

10.1 

239 

(11) 

10.6 

7 

(6) 

64.3 

25 

(9) 

28.2 

Teledyne 

102 

(6) 

17.7 

144 

(10) 

14.9 

87 

(3) 

14.8 

3 

(2) 

84.3 

9 

(6) 

42.9 

Studebaker  Worthington 

122 

(7) 

16.9 

356 

(20) 

10.3 

139 

(5) 

12.8 

69 

(16) 

20.0 

1 

(1) 

106.7 

Loews  Theatres 

130 

(8) 

16.3 

44 

(5) 

21.0 

313 

(16) 

9.1 

12 

(9) 

46.7 

7 

(5) 

56.2 

City  Investing 

175 

(9) 

15.1 

366 

(23) 

10.0 

144 

(6) 

12.7 

1 

(1) 

112.9 

4 

(3) 

60.7 

Dart  Industries 

186 

(10) 

14.9 

182 

(11) 

14.1 

180 

(7) 

11.9 

147 

(21) 

14.8 

305 

(23) 

6.6 

Ogden 

194 

(11) 

14.5 

191 

(12) 

13.9 

206 

(9) 

11.4 

72 

(17) 

19.8 

99 

(17) 

14.3 

Amer  Machine  &  Fdry 

195 

(12) 

14.5 

73 

(7) 

18.3 

365 

(20) 

8.1 

288 

(28) 

9.9 

230 

(22) 

9.0 

Kidde,  Walter 

218 

(13) 

13.9 

79 

(8) 

17.6 

129 

(4) 

13.0 

8 

(7) 

64.1 

23 

(8) 

30.2 

Tenneco 

284 

(14) 

12.5 

212 

(13) 

13.5 

457 

(26) 

6.2 

53 

(14) 

23.1 

216 

(20) 

9.5 

Martin  Marietta 

315 

(15) 

12.0 

224 

(14) 

13.3 

296 

(14) 

9.5 

569 

(36) 

-0.5 

224 

(21) 

9.3 

Eltra 

325 

(16) 

119 

266 

(16) 

12.1 

211 

(10) 

11.2 

253 

(25) 

11.1 

95 

(16) 

14.5 

Sperry  Rand 

327 

(17) 

11.8 

284 

(18) 

11.8 

317 

(17) 

8.9 

470 

(32) 

5.6 

40 

(14) 

21.4 

Singer 

346 

(18) 

11.4 

280 

(17) 

11.9 

310 

(15) 

9.2 

126 

(20) 

15.8 

407 

(28) 

3.5 

Olin 

379 

(19) 

10.7 

411 

(27) 

9.1 

407 

(23) 

7.2 

493 

(34) 

5.1 

448 

(30) 

1.3 

Midland-Ross 

386 

(20) 

10.6 

417 

(28) 

9.0 

255 

(12) 

10.3 

506 

(35) 

4.4 

421 

(29) 

2,6 

Borg-Warner 

408 

(21) 

10.1 

365 

(22) 

10.1 

293 

(13) 

9.5 

436 

(31) 

6.5 

403 

(27) 

3.6 

Grace,  WR 

417 

(22) 

9.9 

481 

(32) 

7.4 

400 

(21) 

7.4 

152 

(22) 

14.5 

514 

(33) 

-4.5 

Natl  Distillers 

429 

(23) 

9.7 

446 

(29) 

8.2 

445 

(25) 

6.4 

488 

(33) 

5.3 

391 

(26) 

4.1 

Glen  Alden 

431 

(24) 

9.6 

248 

(15) 

12.6 

401 

(22) 

7.3 

6 

(5) 

64.3 

532 

(34) 

-10.3 

SCM 

438 

(25) 

9.5 

387 

(25) 

9.6 

321 

(18) 

8.9 

16 

(10) 

41.2 

34 

(12) 

22.6 

Signal  Companies 

445 

(26) 

9.2 

410 

(26) 

9.1 

340 

(19) 

8.5 

89 

(19) 

18.5 

365 

(24) 

4.6 

GAF 

490 

(27) 

7.8 

510 

(34) 

6.3 

430 

(24) 

6.8 

283 

(2/) 

10.1 

382 

(25) 

4.3 

Brunswick 

535 

(28) 

4.6 

475 

(31) 

7.5 

532 

(27) 

3.3 

390 

(30) 

7.4 

t 

AMK 

*• 

6 

(1) 

29.4 

** 

162 

(23) 

14.2 

27 

(10) 

25.6 

Bangor  Punta 

«» 

497 

(33) 

7.1 

9^f 

19 

(11) 

38.6 

494 

(32) 

-1.8 

Colt  Industries 

■a* 

343 

(19) 

10.6 

■:fi?. 

359 

(29) 

8.1 

30 

(11) 

25.0  1 

Dillingham 

4* 

368 

(24) 

10.0 

4» 

60 

(15) 

22.2 

138 

(18) 

12.4 

Fuqua  Industries 

.iCi 

108 

(9) 

16.3 

** 

77 

(18) 

19.6 

49 

(lb) 

19.4 

Kinney  Natl  Service 

3« 

*-■ 

»* 

49 

(13) 

23.7 

38 

(13) 

22.3 

National  Industries 

•^a 

464 

(30) 

7.8 

■'■■' 

Northwest  Industries 

o» 

548 

(36) 

3.2 

** 

275 

(26) 

10.4 

537 

(35) 

-12.7 

Whittaker 

44 

26 

(4) 

24.3 

(3i* 

35 

(12) 

26.1 

17 

(/) 

36.0 

Industry  Median 

12.3 

11.2 

9.5 

19.1 

12.4 

Note:  Eiplanation  of  yardstick  calculations  on  page  43.     '    Not  available;  not  ranked.       tDeficit  to  a  profit;  not  ranked.      tFour-year  average.     ttFouryear  growtfi  rate. 


or  bad  toi  it?  Were  they  monopolistic 
or  did  they  increase  competition? 
Were  they  devices  to  achieve  business 
synergism  or  simply  a  new  way  to 
cook   the   books? 

There  were  plenty  of  opinions  on 
the  subject.  And  very  few  facts. 

For  a  long  time,  the  multicompanies 
had  a  field  day,  acquiring  freely,  even 
wildly,  and  so  long  as  the  acquisitions 
were  conglomerate  acquisitions,  the 
Justice  Department  trustbusters  felt 
they  could  do  nothing  under  existing 
law.  Then  last  year  the  scene  abruptly 
changed.  Evervbody  was  jumping  on 
the  multicompanies,  especially  the 
conglomerates  among  them.  Repre- 
sentative Wilbur  Mills,  formidable 
chairman  of  the  House  Ways  &  Means 
Committee,  moved  to  limit  the  use  of 
convertible  debentures  in  making  ac- 


(juisitions.  Robert  Haack,  president  of 
the  New  York  Stock  Exchange,  began 
dehsting  some  conglomerate  debt 
securities.  Committees  of  both  the 
House  and  Senate  began  deep-think 
investigations  of  coiporate  conglom- 
eration. Chief  antitruster.  Assistant 
Attorney  General  Richard  W.  Mc- 
Laren, went  after  conglomerate  mer- 
gers with  crusading  zeal. 

Gut  Keoc\ion 

Has  anyone  learned  anything  new? 
No,  but  a  good  many  people  have 
begun  to  have  gut  reactions  against 
the  extent  and  the  quality  of  con- 
glomerate takeovers. 

Still  nobody  knew  very  precisely 
how  to  draw  the  line  between  a  legi- 
timate multicompany  and  a  Chinese 
money  imitation.   Or  whether  LTV's 


acquisition  of  Jones  &  Laughlin,  for 
example,  had  increased  competition  in 
the  steel  industry  (by  making  J&L  a 
stronger  company),  or  decreased 
competition  by  increasing  economic 
concentration. 

To  further  confuse  matters,  Cru- 
sader McLaren's  efforts  to  prevent  ITT 
from  taking  over  Grinnell  Corp.  and 
Hartford  Fire  &  Casualty  were  de- 
feated by  a  federal  court  (although 
the  Hartford  merger  may  be  killed  by 
the  state  insurance  commission ) .  Said 
Chief  Judge  William  H.  Timbers:  "A 
merger  which  has  the  effect  of  increas- 
ing economic  concentration,  even  sub- 
stantially, does  not  necessarily  lessen 
competition  substantially;  and  evi- 
dence that  a  merger  may  increase 
economic  concentration,  without  more, 
is  not  sufficient  to  halt  a  merger  under 
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CalComp  finally  steps  out  of  line. 


For  years,  friends  of  our 
3alComp  plotters  have  been  wait- 
ng  for  CalComp  to  make  something 
3lse. 

Well,  friends,  this  is  the  day 
/ou've  been  waiting  for. 

Now  CalComp  brings  you,  in 
addition  to  the  world's  leading 
computer  graphics  systems,  two 
major  new  product  lines: 

Disk  drives. 

And  Punchmaster. 

And  we  think  you'll  be  pleased 
about  both. 

Our  disk  drives  work  twice 
as  fast.  For  about  half  as  much. 

CalComp's  first  disk  drive  is 
called  the  CD-I.  And  it's  available 
today. 

Thanks  to  a  special  electro- 
magnetic detent  and  positioner,  the 
6-disk  CD-I  affords  several  advan- 
tages over  other  disk  drives. 

Since  it  has  no  gears  or 
hydraulics,  the  CD-I  gets  by  with 
fewer  moving  parts.  For  easier 
maintenance  and  unsurpassed 
reliability. 

And  because  the  CD-1  is 
utterly  simple,  it's  a  lot  faster,  too. 
With  an  average  access  time  of  just 
30  milliseconds. 

CalComp's  first  disk  drive  is 
also  compatible  with  any  IBM  360 
system. 

It  stores  7.25  million  bytes  with 


easy  conversion  to  higher  capac- 
ities. 

You  can  buy  it  for  about  half 
the  price  of  comparable  IBM 
equipment. 

And  you  can  lease  it  for  less, 
too.  With  7-day-per-week,  3-shift 
service  included. 

Of  course,  if  our  CD-1  interests 
you,  so  will  our  bigger  CalComp 
CD- 12/ 14,  an  11 -disk  drive  system 
available  early  in  1970. 

With  a  CalComp  controller 
and  multiple  units,  the  CD-12/14 
offers  an  on-line  capacity  of  up  to 
233  million  bytes.  And  it's  compat- 
ible witPi  IBM  360  systems  too. 

Our  Punchmaster  makes 
three  keypunch  units  work  like 
four.  Or  more. 

Then  there's  the  new  CalComp 
Punchmaster,  a  buffered  memory 
device  (OKbits),  that  enables  key- 
punch machines  to  accept  data  as 
fast  as  the  fastest  operator  can  key 
it. 

And  no  keyed  input  system 
can  do  better  than  that. 

What's  more,  a  Punchmaster 
improves  card  format  program 
capacity  from  2  to  22.  (Allowing 
any  document  to  be  punched  or 
verified  on  just  one  pass.) 

Its  input  buffer  lets  an  opera- 
tor keep  keying  at  all  times. 

It  handles  constant  data  from 


memory.  Reducing  keystrokes 
sharply. 

And  it  does  all  these  things 
without  changing  your  present 
computer  system. 

Today,  these  new  products 
from  CalComp  are  available  in  six 
metropolitan  areas: 
New  York  (212)  838-0402. 
Washington,  D.C.  (202)  223-2920. 
Chicago  (312)  631-8492. 
Dallas  (214)  637-0040. 
Houston  (713)  771-3821. 
And  Los  Angeles  (714)  774-9141. 

Meanwhile,  plotter  customers 
will  be  pleased  to  hear  we  also  have 
several  new  graphic  output  systems 
available.  Plus  important  new  appli- 
cation software. 

And  as  always,  you'll  find 
CalComp  plotters,  software  support 
and  service  in  34  cities.  So  call  or 
visit  your  CalComp  man  today. 

He's  lined  up  to  see  you. 

California  Computer  Products,  Inc. 
Dept.  S-1,  305  N.  Muller  Street 
Anaheim,  California  92803. 


Muiticompanies 


Preoccupied  by  fhe  subileiies  of  judgment  underlying  corporaie  financial 
sfaiemenfs,  accountants  have  been  v'ow  to  modernize  outdated  accounting 
principles  that  have  become  too  flexible.  In  part,  that's  because  they're  torn 
between  two  masters-,  the  corporaie  audit  client  and  the  investor.  Now, 
under  pressure  from  the  investor  and  Government,  they're  getting  tougher. 


Section  7  of  the  Clayton  Act  without 
a  specific  showing  that  it  may  have 
anticompetitive  effects."  In  other 
words,  if  economic  concentration  is 
to  be  regarded  as  a  sin,  let  Congress 
pass  a  law  prohibiting  it.  It  is  not  for 
the  courts  to  stretch  existing  law — 
written  to  meet  a  different  problem — 
to  accomplish  that  job. 

In  short,  about  all  that  has  emerged 
from  this  flood  of  verbiage,  legal  and 
scholarly,  are  loud  cries  of  anguish 
and  outrage  from  conglomerators  and 
a  great  deal  of  "education  in  the  ob- 
vious." The  obscurity  remains. 

Why  so?  Because,  in  formulating 
public  policy  for  the  business  world. 
Government  has  always  relied  heavih 
on  information  presented  by  accoun- 
tants and  theory  formulated  by  eco- 
nomists. The  sad  fact  is  that  these 
two  professions  have  all  but  ignored 
the  existence  of  conglomerates. 

Take  the  economists,  for  example 
According  to  existing  economic  theory , 
there  is  no  "legitimate"  reason  for 
conglomerates  to  exist.  Says  Milton 
Leontiades,  an  economist  in  the  em- 
ploy of  accounting  firm  Touche,  Ross 
&  Co.  (which  numbers  Litton  In- 
dustries among  its  clients ) :  "I  can't 
think  of  any  strict  economic  benefit 
that  the  economic  theorist  would  say 
a  conglomerate  could  achieve.  Ac- 
cording to  theory,  the  benefits  of  size 
and  agglomeration  derive  from  inte- 
grating functions  and  reducing  costs 
— economies  of  scale.  But  that's  the 
very  opposite  of  what  conglomerates 
do.  They  substitute  broadened  op- 
portunities for  profit  by  going  into 
a  variety  of  industries  for  the  cost 
reduction  that  results  from  integrating 
functions." 

Thus,  for  example.  Professor 
George  Stigler  of  the  University  of 
Chicago  business  school  and  author 
of  President  Nixon's  "Stigler"  report 
on  conglomerates  has  stated  that 
there  are  no  "economies"  possible  in 
buying  a  completely  unrelated  com- 
pany. It  is  rather  a  "pure  investment 
decision,"  he  says. 

To  government  officials  relying  on 
that  theory,  the  presumption  therefore 
is  that  the  motives  of  a  conglomerate 
are  necessarily  suspect.  If  they  aren't 
after  economies  of  size,  what,  then, 
are  they  after?  It  follows  that  the 
only  possible  benefits  from  increased 
conglomerate  size,  says  Leontiades, 
must  be  "economic  abuses,  such  as 
monopolistic  uses  of  advertising,  re- 
ciprocal dealing  and  .so  forth."  This, 
essentially,  is  the  position  of  Richard 
W.  McLaren  and  the  FTC  Report. 
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With  so  many  people  spurring  us  on,  we  can't 
afford  to  lose  our  balance 

Customers,  for  example-. . .  buying  more  guaranteed  products 
and  services  all  the  time  from  our  3600  retail  outlets. . .  helping 
to  boost  our  sales  well  above  the  increase  in  national  demand. 
And  our  production  people. . .finding  and  producing  more 
crude  oil  all  the  time.  D  With  things  popping  at  both  ends, 
there  could  be  a  lag  in  between.  But  we're  well  along  with  a 
$100  million  expansion  program  that  will  increase  the  output 
of  one  refinery  by  45%— and  double  its  capacity  to  produce 
gasoline.  D  We'll  be  tackling  other  refinery  projects,  too— 
in  keeping  with  a  long  range  plan  that  keeps  both  ends  and 
the  middle  growing  together.  The  kind  of  plan- 
ning that's  helped  us  build  a  company  with 
assets  over  a  billion  dollars.  Q  't  pays  to 
keep  your  balance. 

EXPLORING  a  PRODUCING  D  TRANSPORTING  O  REFINING  D  MARKETING  O  RESEARCHING  D  AND  GROWING. 

MARATHON  OIL  COMPANY 

FINDLAY   OHIO 
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Multicompanies 


The  economists  may  be  absolutely 
coirect,  but  this  position  would  be 
more  convincing  if  economic  theorists 
had  studied  conglomerates  to  some 
extent.  In  fact,  they  have  done  almost 
no  theoretical  work  of  consequence 
on  the  topic — as  Leontiades  and  a 
growing  number  of  economists  (like 
Neil  Jacoby,  former  Dean  of  the  Grad- 
uate School  of  Business  at  the  Univer- 
sity of  California,  Los  Angeles)  point 
out.  Says  Leontiades:  "The  theorists 
have  completely  ignored  conglomer- 
ates. They're  saying  in  effect  that  our 
theory  doesn't  explain  conglomerates, 
so  therefore  conglomerates  are  wrong 
rather  than  our  theory.  But  in  fact  the 
theory  is  woefully  inadequate — and 
not  just  about  conglomerates." 

Federal  Trade  Commissioner  Philip 
Elman  puts  it  this  way:  "By  and  large, 
[economic]  theory  has  served  us  well 
in  the  merger  field,  especially  in  re- 
gard to  horizontal  mergers.  But  when 
it  comes  to  conglomerates,  the  theory 
is  in  dispute  and  the  theoreticians  are 
in  disarray.  Here  the  need  is  not  so 
much  for  empirical  investigations  to 
verify  generally  accepted  theory;  it 
is,  rather,  to  provide  a  basis  for 
deteimining  which  of  various  con- 
flicting  theories   is  valid." 

If  economists  have  been  slow  to 
acknowledge  changes  in  the  business 
world,  so  have  the  accoimtants.  Con- 
ceptual changes  in  the  business  world 
have  made  distortions  of  accounting 
methods  that  were  perfectly  accept- 
able in  an  earlier,  simpler  period. 

One  obvious  example  is  the  "pool- 


ing-of-interests" method  of  merger 
accounting — which  does  not  show 
"good  will"  or  the  difference  between 
the  price  paid  for  a  company  and  its 
stated  asset  value.  In  the  inflationary, 
acquisitive  Sixties,  that  difference  has 
frequently  been  large  because  acquir- 
ing companies  usually  have  to  pay  a 
substantial  premium  over  book  value. 
But  when  the  method  was  authorized" 
(1950),  the  market  value  of  as- 
sets was  generally  identical  to  the 
book  value;  construction  cost  and 
consumer  price  indexes  in  the  rrrid- 
Forties  were  at  the  same  level  they 
were  in  the  mid-Twenties. 

The  New  Earnings 

When  conditions  change,  but  ac- 
counting methods  do  not,  confusion 
results.  So  flexible  are  the  various 
methods  of  accounting  for  mergers  to- 
day and  so  significant  are  the  account- 
ing changes  that  can  be  made  in  ac- 
quired companies,  that  the  pubhshed 
financial  statements  of  highly  acquisi- 
tive multicompanies  are  rendered  all 
but  meaningless.  Because  accounting 
methods  vary  considerably  from  in- 
dustry to  industry,  a  widely  diversi- 
fied, acquisitive  conglomerate  is  pre- 
dictably a  hodgepodge  of  different 
methods.  This  means  that  the  con- 
glomerate's financial  statements  can- 
not be  compared  meaningfully  with 
the  financial  statements  of  other  com- 
panies or  even  with  their  own  his- 
torical record.  Furthermore,  as  the 
pace  and  size  of  acquisitions  increased 
in     a     given     conglomerate,     internal 


j  itie  No  Ev//.  ChaUenging  ihe  assumpfions  of  economic  theory  (to  see  if 
I  cong/omerafes  might  have  legitimate  motives)  is  unfashionable  for  econ- 
I      omisis.    It's    more     rewarding    professionally    to     refine     existing     theory. 


operating  results  are  often  obscured 
completely.  The  confusion  is  aggra- 
vated by  generally  inadequate  inter- 
nal breakdowns  of  accounting  results. 

To  their  credit,  accoimtants  are  at 
least  aware  of  the  deficiencies  of 
merger  accounting  (witness  their 
tougher  views  on  pooling,  issued  last 
month).  Indeed,  they  have  been  talk- 
ing about  it  for  years.  Leonard  Spacek, 
chairman  of  Arthur  Andersen  &  Co. 
and  the  traditional  gadfly  of  the  in- 
dustry, concedes  that  the  public  does 
not  understand  the  difference  be- 
tween pooling  and  purchase  account- 
ing methods.  He  feels  that  the  option 
of  using  either  one  "enables  com- 
panies to  avoid  the  unfavorable  con- 
sequences of  either  method,  thereby 
compounding  misunderstanding."  On 
the  other  hand,  he  says,  the  outright- 
purchase  method  of  merger  account- 
ing results  in  a  meaningless  good  will 
item  on  the  balance  sheet. 

One  of  the  notable  aspects  of  the 
recent  FTC  report  on  conglomerates 
is  its  sweeping  criticism  of  their  ac- 
counting practices.  Says  the  report: 
"The  current  merger  movement  has 
exposed  in  sharp  detail  the  deficien- 
cies of  business  reporting  practices. 
Many  merger-active  corporations  have 
systematically  adopted  reporting  tech- 
niques designed  to  maximize  appar- 
ent growth  in  profits,  sales  am 
assets. 

"One  of  the  earhest  and  crudest 
techniques  was  to  report  year-to-yeai 
increases  in  sales  and  earnings  with- 
out distinguishing  the  amounts  due 
to  merger  as  compared  to  interna 
growth, "  the  report  continued. 

"Still    other    accounting     methodf 
enable   many  merger-active  firms  tc 
produce  the  illusion,  rather  than  the 
substance,   of  growth   and  profitabil-! 
ity,"  the  report  goes  on.  "Because  the 
ambit  of  generally  accepted  account 
ing    principles    is    broad,    judgment' 
crucially  aft^ects  the  apparent  exacti- 
tude of  accounting  reports.  .  .  .  Som< 
management  has  taken  advantage  o 
accounting  alternatives  to  obscure  op 
crating  results,  to  hide  profit  decline; 
and  to  overstate  growth  in  earnings 
Too  often,  what  is  expedient  rathe' 
than  what  is  realistic  or  most  repre ' 
sentative  detennines  the  combinatioi 
of    accounting    techniques    utilized.'! 

The  report  concluded:  "It  is  clea 
that  present  requirements  for  coipor 
ate  reporting  are  unsatisfactory  am 
are   in   need   of  immediate   revision. 

Little  wonder  that  all  the  congloni 
erate-agglomerates  are  in  disfavo 
today!  ■ 
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utilities 


The  rate  regulators  like  to  keep  the  consumers 
happy,  not  the  stockholders.  But  you  can't  keep  the 
consumers  happy  if  the  gas  doesn't  flow  and 
electricity  is  short  Caught  between  these  twin 
pressures,  the  regulators  may  be  easing  up  a  bit. 


A  HiLE  the  nation's  public  utility  com- 
lanies  enjoyed  a  good  earnings  year 

11  1969 — in   spite   of   inflation — they 
till  ranked  in  the  lowest  third  in  latest 

1 2  months'  return  on   equity   among 
the  industries  co%ered  in  this  issue. 

The  reason,  of  course,  is  regulation. 
Jtilities  must  clear  ever>'  price  change 
nd  even,-  territorial  expansion  move 
n  advance  with  federal,  state  and 
ocal  regulators.  These  bodies  are 
)ften  slow  to  act  and  their  primary 
illegiance,  since  they  are  politically 
appointed,  is  to  the  general  public, 
not  to  utility  stockholders. 

Good  management  certainly  can 
play  a  role  in  determining  utility 
earnings,  but  to  a  far,  far  lesser  d°gree 
than  in  other  businesses.  Variations  in 
growth  and  profitability  between  two 
electric  companies  or  two  gas-dis- 
tributing companies  or  two  telephone 
companies  are  governed,  first  and 
foremost,  by  differences  in  the  regula- 
tory climates  in  which  they  operate. 
Regulators  in  Texas,  for  example,  use 
a  ven,  hberal  formula  in  rate-making. 
and  year  after  year  Texas  Utilities 
is  in  the  upper  ranks  on  the  Profit- 
ability Yardsticks  (.see  p.  1 10).  Cah- 
fbmia  regulators  are  much  tougher, 
so  the  California  utilities  as  a  rule 
rank  low. 

Plodders 

So,  despite  the  fact  that  their 
growth  is  almost  guaranteed  by  the 
very  nature  of  their  business,  utilit> 
companies  can  never  be  true  growth 
stocks.  They  are  plodders,  not 
sprinters.  That  is  why  Teniieco  and 
El  Paso  Natural  Gas  elected  a  few 
years  back  to  take  the  conglomerate 
route.  They  wanted  more  dynamic 
gtpwth.  But  conglomeration  is  a  tough 
game  and  the  results  aren't  guar- 
anteed, as  the  Yardsticks  show.  In 
1969  Tenneco  produced  record  earn- 
ings; but  El  Paso's  earnings  were  9% 
below  1966's  record. 

Besides  being  risk> — not  every 
company  has  the  management  flexibil- 
ity that  Tenneco  has  shown — con- 
glomeration is  forbidden  to  electric 
utility  holding  companies  under  the 
Public  Utihty  Holding  Company  Act. 
Most  of  the  utilities,  thus,  must  rise  or 
fall  on  their  basic  business,  where  the 
picture  was  mixed  last  year. 

Take  the  gas  pipeline  companies. 
Over  the  years  they  have  earned 
higher  returns  on  their  stockholders' 


equity  than  have  other  utilities,  as  the 
Forbes  Y'ardsticks  show.  They  have 
managed  to  do  this  despite  a  tough 
Federal  Power  Commission  which  has 
kept  return  on  invested  property  be- 
low that  permitted  to  electric  and 
gas-distributing  companies.  The  pipe- 
liners  achieved  a  good  return  in  a 
low-return  business  by  going  very 
heavily  into  debt  and  thus  leveraging 
their  earnings.  The  average  debt  ratio 
for  a  pipeline  company  runs  around 
70%  f.v.  50%  for  an  electric  company. 

Forced  To  Acf 

But  as  debt  costs  have  soared,  first 
in  1966  and  again  during  the  last 
year  or  so,  pipeliners  have  found  it 
disadvantageous  to  go  further  into 
debt.  So  they  have  drastically  slowed 
down  on  the  construction  of  new  pipe- 
line facilities.  At  the  same  time,  gas 
producers,  feeling  prices  set  by  the 
FPC  are  too  low,  have  slowed  the 
search  for  new  gas  reserves.  The  re- 
sult: A  .severe  gas  shortage  is  shaping 
up.  Pipeliners  have  been  warning  big 
industrial  customers  that  they  don't 
have  enough  for  future  needs. 

ironically,  this  has  improved  the 
regulatory  outlook.  In  May  the  Presi- 
dent appointed  a  new  FPC  chairman, 
John  N.  Nassikas  (Forbes,  Nov.  i), 
who  straightaway  promised  a  relaxa- 
tion of  previously  hard-line  rate 
policies.  The  goal:  to  promote  facili- 
ties and  development  of  reserves.  The 
prospect  now  is  for  higher  gas  prices 
and  permitted  rates  of  return. 

This  should  result  in  increased 
profits  for  the  pipeliners.  Panhandle 
Eastern  President  William  Keefe  is 
trying   to    get   a   nearly    1%   increase 


in  the  over-all  allowed  rate  of  return 
on  invested  property.  If  successful, 
not  taking  account  of  higher  costs  in 
1970,  earnings  per  share  would  jump 
about  70  cents,  a  gain  of  24%  over 
this  year's  estimated  $2.90.  "Up  till 
now  shareholders  didn't  get  the  bene- 
fits of  our  higher  debt  percentages  be- 
cause our  permitted  returns  were  be- 
low average,"  says  Keefe. 

Most  electric  and  gas-distributing 
companies,  on  the  other  hand,  are 
regulated  by  state  commissions,  wliich 
are  less  concerned  with  the  big  pic- 
ture nationally  and  more  concerned 
with  state  and  local  politics.  Now, 
however,  there  are  widespread  signs 
of  easing.  The  regulators  have  little 
choice.  Huge  increases  in  power  us- 
age and  gas  consumption  are  projected 
for  the  1970s.  Since  it  takes  over 
$4  worth  of  investment  to  produce 
$1  of  electiic  company  revenue,  the 
required  investment  will  be  corre- 
spondingly large.  The  capital  will 
have  to  come  from  selling  stock,  as 
well  as  from  issuing  more  debt.  Regu- 
lators must  allow  utilities  to  make 
attractive  profits,  if  they  are  to  be 
able  to  market  their  stock. 

How  much  easing  will  there  be? 
There  are  very  real  problems  of 
course,  both  economic  and  political. 
New  York  City's  Consolidated  Edison 
recently  put  in  for  a  $118-million  rate 
increase,  ranging  between  14f  and 
17%,  its  fourth  request  in  ten  years. 
Con  Ed  reasoned  it  simply  could  not 
keep  pace  with  New  York's  power 
needs  without  the  increase.  It  cited 
last  summer's  brownouts  and  power 
failures  that  left  thousands  stranded 
in    stifling,    darkened    subway    tubes 


Brighter.    By  pioneering   in   nuclear  plants,   Chicago's   Commonwealth   Edison 
keeps  the  lights  on,  the     public  happy  and  its  regulators  favorably  disposed. 
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and  forced  the  company  to  ask  cus- 
tomers to  turn  ofF  their  air  conditioners 
during  a  broiling  heatwave.  But  the 
pubhc,  remembering  the  same  events, 
greeted  Con  Ed's  request  with  a  tre- 
mendous outcry,  and  local  politicians 
immediately  demanded  investigations. 
Chicago's  Commonwealth  Edison, 
by  contrast,  asked  for  only  a  6.1%  in- 
crease, after  five  consecutive  requests 


for  rate  decreases.  It  has  received  a 
much  more  friendly  and  satisfactory  ] 
reception  from  the  regulators. 

Which  suggests  that,  after  all,  good 
management  does  make  a  difference. 
Regulation  may  be  the  main  deteimin- 
ant  of  utility  profits,  but  good  man- 
agement can  and  does  often  help  pro- 
duce a  more  sympathetic  regulatory 
environment. 


HOW  THEY  RANK: 


A-AMONG  ALL  COMPANIES 


B—IN  OWN  INDUSTRY 


5-Year 
Return  on  Equity 


PROFITABILITY 

Latest  12-Montti 
Return  on  Equity 


5-Year  Return 
on  Total  Capital 


Company 


Rank 
A         B 


Per- 
cent 


Rank 
A         B 


Per- 
cent 


Rank 
A         B 


Per- 
cent 


GROWTH 


5- Year  Annual 
Sales  Growtli 


5-Year  Annual 
Earnings  Per  Share  Growtli 


Rank 
A         B 


Per- 
cent 


Note:  Explanation  of  yaidstick  calculations  on  page  43.      tThree  year  average.      °*Nol  available. 


Rank 
A         B 


Per- 
cent 


Coastal  States  Gas 

30 

(1) 

25.0 

85 

(1) 

17.4 

294 

(1) 

9.5 

48 

(3) 

23.7 

197 

(4) 

10.1 

Panhandle  Eastern 

90 

(2) 

18.5 

100 

(4) 

16.8 

399 

(5) 

7.4 

372 

(19) 

7.8 

350 

(23) 

5.2 

Continental  Tel 

116 

(3) 

17.2 

186 

(6) 

14.0 

471 

(22) 

6.0 

13 

(1) 

46.0 

141 

(1) 

12.2 

Transcon  Gas  Pipe 

123 

(4) 

16.8 

99 

(3) 

16.8 

485 

(31) 

5.7 

365 

(16) 

8.0 

180 

(2) 

10.6 

Southern  Natural  Gas 

166 

(5) 

15.3 

165 

(5) 

14.4 

306 

(2) 

9.2 

351 

(14) 

8.2 

184 

(3) 

10.4 

Texas  Eastern  Trans 

183 

(6) 

14.9 

92 

(2) 

17.0 

483 

(29) 

5.8 

396 

(22) 

7.3 

198 

(5) 

10.1 

Texas  Utilities 

202 

(7) 

14.3 

186 

(6) 

14.0 

408 

(6) 

7.2 

367 

(17) 

7.9 

345 

(22) 

5.4 

General  Tel  &  Elec 

230 

(8) 

13.7 

252 

(13) 

12.5 

415 

(9) 

7.0 

205 

(5) 

12.2 

318 

(12) 

6.3 

United  Utilities 

240 

(9) 

13.4 

216 

(10) 

13.4 

373 

(3) 

7.9 

15 

(2) 

41.5 

319 

(13) 

6.3 

Amer  Electric  Power 

266 

(10) 

12.9 

228 

(11) 

13.1 

454 

(15) 

6.3 

403 

(26) 

7.1 

322 

(15) 

6.1  : 

Public  Service  Elec 

271 

(11) 

12.7 

246 

(12) 

12.6 

477 

(26) 

5.9 

449 

(35) 

6.1 

339 

(20) 

5.6 

Baltimore  Gas  &  Elec 

277 

(12) 

12.6 

202 

(8) 

13.6 

441 

(13) 

6.5 

435 

(33) 

6.5 

262 

(7) 

7.9 

Northern  States  Power 

277 

(12) 

12.6 

265 

(17) 

12.1 

478 

(27) 

5.9 

412 

(29) 

6.9 

410 

(33) 

3.5  i 

Northern  Illinois  Gas 

281 

(14) 

12.6 

286 

(20) 

11.7 

394 

(4) 

7.5 

384 

(20) 

7.5 

395 

(30) 

3.8  J 

Tenneco 

284 

(15) 

12.5 

212 

(9) 

13.5 

457 

(18) 

6.2 

53 

(4) 

23.1 

216 

(6) 

9.5  , 

Long  Island  Light 

288 

(16) 

12.5 

254 

(14) 

12.4 

.    468 

(21) 

6.1 

398 

(23) 

7.2 

340 

(21) 

5.5  ' 

Peoples  Gas 

298 

(17) 

12.4 

262 

(16) 

12.2 

412 

(7) 

7.2 

388 

(21) 

7.4 

308 

(11) 

6.5 

Union  Electric 

298 

(17) 

12.4 

317 

(24) 

11.0 

481 

(28) 

5.8 

403 

(26) 

7.1 

429 

(40) 

2.5 

Commonwealth  Edison 

302 

(19) 

12.3 

274 

(18) 

12.0 

427 

(12) 

6.8 

444 

(34) 

6.3 

378 

(28) 

4.4: 

Duke  Power 

313 

(20) 

12.1 

282 

(19) 

11.8 

450 

(14) 

6.4 

331 

(11) 

8.7 

330 

(18) 

5.9  i 

Central  &  South  West 

315 

(21) 

12.0 

256 

(15) 

12.3 

424 

(11) 

6.8 

398 

(23) 

7.2 

326 

(16) 

6.0  1 

Virginia  Electric 

318 

(22) 

12.0 

312 

(22) 

11.1 

456 

(17) 

6.2 

344 

(12) 

8.4 

352 

(24) 

5.1  ? 

Florida  Power  &  Light 

333 

(23) 

11.7 

289 

(21) 

11.7 

422 

(10) 

6.9 

329 

(10) 

8.7 

321 

(14) 

6.2 

Philadelphia  Electric 

353 

(24) 

11.3 

349 

(28) 

10.4 

484 

(30) 

5.8 

479 

(37) 

5.5 

436 

(41) 

2.1 

Northeast  Utilities 

354 

(25) 

11.3 

326 

(27) 

10.9 

474 

(25) 

6.0 

409 

(28) 

7.0 

363 

(26) 

4.7  : 

Pacific  Gas  &  Elec 

360 

(26) 

11,1 

319 

(25) 

11.0 

485 

(31) 

5.7 

485 

(38) 

5.3 

301 

(9) 

6.7  : 

Amer  Natural  Gas 

365 

(27) 

11.0 

391 

(33) 

9.5 

491 

(34) 

5,6 

354 

(15) 

8.1 

402 

(31) 

3.7 

Columbia  Gas 

366 

(28) 

11.0 

319 

(25) 

11.0 

455 

(16) 

6.3 

510 

(43) 

4.3 

304 

(10) 

6.6 

Gen  Public  Utilities 

371 

(29) 

10.9 

370 

(30) 

9.9 

510 

(38) 

4.9 

400 

(25) 

7.1 

440 

(42) 

1.7 

Northern  Natural  Gas 

384 

(30) 

10.6 

387 

(32) 

9.6 

471 

(22) 

6.0 

270 

(7) 

10.5 

328 

(17) 

6.0 

Niagara  Mohawk  Power 

387 

(3n 

10.5 

409 

(38) 

9.1 

511 

(39) 

4.9 

521 

(44) 

3.8 

471 

(44) 

-0.4 

Consumers  Power 

398 

•32) 

10.3 

419 

(40) 

8.8 

463 

(20) 

6.1 

417 

(30) 

6.8 

422 

(36) 

2.6 

Middle  South  Utilities 

399 

(33) 

10.2 

358 

(29) 

10.2 

498 

(36) 

5.4 

345 

(13) 

8.4 

271 

(8) 

7.7 

Southern  Ca!  Edison 

!A!) 

^4) 

10.2 

403 

(37) 

9.2 

493 

(35) 

5.5 

423 

(31) 

6.7 

408 

(32) 

3.5 

Detroit  Edison 

lO.l 

415 

(39) 

9.0 

471 

(22) 

6.0 

431 

(32) 

6.5 

443 

(43) 

1.7 

Southern  Co 

417 

(36) 

9.9 

383 

(31) 

9.6 

506 

(37) 

5.1 

320 

(9) 

9.1 

334 

(19) 

5.7  . 

American  Tel  &  Tel 

433 

(371 

9.5 

395 

(35) 

9.3 

413 

(8) 

7.1 

368 

(18) 

7.9 

388 

(29) 

4.1 

El  Paso  Natural  Gas 

435 

f38) 

3.5 

394 

(34) 

9.4 

519 

(40) 

4.6 

272 

(8) 

10.4 

418 

(35) 

3.0  ' 

New  England  Electric 

439 

(39) 

9.4 

402 

(36) 

9.2 

521 

(41) 

4.5 

467 

(36) 

5.6 

370 

(27) 

4,6' 

Pacific  Lighting 

448 

(40) 

9.0 

419 

(40) 

8.8 

490 

(33) 

5.6 

506 

(41) 

4.4 

426 

(38) 

2.6 

Consol  Natural  Gas 

451 

(41) 

S,9 

464 

(43) 

7.8 

461 

(19) 

6.1 

509 

(42) 

4.4 

427 

(39) 

2.5 

Con  Edison 

468 

(42) 

8.5 

441 

(42) 

8.4 

521 

(41) 

4.5 

493 

(39) 

5.1 

423 

(37) 

2.6 

Western  Union 

523 

(43) 

5.5 

507 

(44) 

6.5 

523 

(43) 

4.5 

500 

(40) 

4.8 

414 

(34) 

3.4 

Comsat 

544 

(44) 

2.at 

550 

(45) 

3.1 

538 

(44) 

2.8t 

Si 

•  ♦• 

Texas  Gas  Trans 

«« 

315 

(23) 

11.1 

»» 

236 

(6) 

11.5 

358 

(25) 

4.8 

Industry  Median 

11.9 

n.i 

6.0 

7.3 

5.3 
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The  management  resource  of 
Gould  Inc.  reflects  the  careful 
matching  of  highly  motivated 
people  with  specific  areas  of 
advanced  technology.  This  syn- 
thesis of  uniquely  qualified 
management  skills  and  techno- 
logical expertise  provides  the 
strength  to  meet  the  commit- 
ment of  our  overall  corporate 
goal. 

Our  goal  is  to  become  a  domi- 
nant force  in  selected  markets 
served  by  our  electronic,  elec- 
tromechanical, electrochemical 
and  metallurgical  capabilities. 


I 


St.  Paul,  Minnesota 


utilities 


Take  Your  Choice 


Here  are  two  prominent  utility  analysts  who  aren't 
hedging  their  views.  The  only  trouble  is  that 
their  views  are  diametrically  opposed. 


Utility  stocks  are  down  23%  from 
their  1967  peaks.  Are  they  in  a  long- 
term  slump?  Or  is  the  worst  over? 

You  can't  answer  those  questions 
without  making  a  prediction  about 
the  future  course  of  the  economy.  In 
talking  with  Wall  Street  utility  ana- 
lysts, Forbes  found  two  sharply  di- 
vergent points  of  view,  each  based  on 
a  different  view  of  the  American  eco- 
nomic future. 

An  investor  would  buy  utilities 
heavily  if  he  subscribed  to  the  view  of 
Norman  Greenberg,  senior  utility  ana- 
lyst of  Bumham  &  Co.  He  would  sell 


utilities  (and  perhaps  consider  mov- 
ing to  Canada)  if  he  agreed  with  Carl 
Click  of  David  J.  Greene  &  Co. 

Click's  pessimism  is  not  to  be  taken 
lightly.  He  personally  wrote  the  1958 
brokerage  report  that  predicted  AT&T 
would  split  its  stock  and  raise  its 
dividend  in  spite  of  the  company's  long- 
held  policy  against  such  moves.  One 
month  later  AT&T  did  just  what  Click 
had  predicted.  Now,  for  the  first  time, 
Click  is  saying  publicly  he  does  not 
think  Mother  Bell,  or  any  other  utility, 
is  a  good  buy.  He  feels  they  will  face 
economic  problems  in  the  1970s  that 


even  the  most  magnificent  manage- 
ment will  be  incapable  of  overcoming. 
^That's  strong  talk,  but  Click  backs 
it  up  with  solid  reasoning.  "My  lack 
of  optimism  lies  not  with  the  tele- 
phone company,"  he  explains,  "but 
with  the  economic  conditions  we  now 
live  in  and  will  live  in  during  the 
1970s.  My  view  is  that  the  Nixon 
Administration  will  not  be  capable  of 
holding  inflation  in  check  in  any  sig- 
nificant way.  If  the  war  in  Vietnam 
ends  and  the  boys  come  home,  Nixon 
is  not  going  to  be  able  to  get  by  with 
simply  saying,  'Centlemen,  you'll  have 
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Very  interesting, 
but  does  it  match 
the  draperies? 

Only  if  you  get  the  right  designer. 

This  IS  a  backbone.  And 
when  you  sit  down,  this  wiggly 
string  of  26  bones,  balancing  a 
seven-pound  head  and  supporting 
nearly  every  major  muscle  and 
vital  organ  in  your  body,  rearranges 
itself.  Bending  and  twisting, 
it  tries  to  do  its  job  and  be 
comfortable,  too. 

Your  backbone  deserves 
special  consideration  from  a  chair 
designer.  But  all  of  those  shifting 
stress  points,  varying  weight 
distribution  and  individual 
conformation  make  designing 
a  chair  for  every  back  difficult. 
We've  done  very  well  with 
the  GF  office  chair. 
Where  you  curve  out, 
the  chair  curves  out. 
Where  you  curve  in, 
the  chair  curves  in. 
It  swivels,  tilts,  turns, 
rolls  and  has  five 
comfort-control 
adjustments  to  fit  the 
chair  to  you. 
Now  about  those  draperies. 
If  you'll  just  step  this  .  .  . 

GF:  First  in  Form  and  Function 

For  up-to-date  literature  on  the 
GF  Goodform"  chair  designs 
to  seat  a  human  being  properly, 
write  The  General  Fireproofing 
Company,  Youngstown,  Ohio 
44501  ,  or  contact  your  local 
GF  branch  office  or  dealer  listed 
in  the  Yellow  Pages. 

The  General  Fireproofing  Company 


GF  Business  Equipment 
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to  wait  for  housing  and  jobs  so  this 
Administration  can  preserve  the  pur- 
chasing power  of  the  white  middle- 
class  American.'  Nixon  is  not  going 
to  be  willing  to  put  on  either  wage  or 
price  controls  or  the  more-simple-to- 
use  credit  controls.  In  short,  we  are  in 
for  enhanced,  not  reduced,  inflation- 
ary pressures.  Under  this  kind  of 
pressure,  utihties  will  not  be  able  to 
earn  attractive  rates  of  return." 

Click  holds  that  simply  because  in- 
terest rates  have  gone  up  30%  in  the 
last  two  years  to  a  110-year  high  is 
no  reason  to  assume  rates  are  about 
to  stop  rising  and  turn  down.  "Unless 
there  is  a  recession  in  the  U.S.,  I  don't 
see  interest  rates  declining  signifi- 
cantly even  when  the  Vietnam  war 
is  over,"  he  says.  "They  could  con- 
tinue to  rise.  And  don't  count  on  regu- 
latory commissions  automatically  to 
take  higher  borrowing  costs  into  con- 
sideration and  raise  utilities'  rates  of 
return  shaiply.  Who  gets  hurt  in  an 
inflation?-  Utihties,  sure,  but  consum- 
ers too.  And  more  customers  vote 
than  stockholders.  Do  \'0u  know  any 
big-city  commission  that  is  under- 
standing, that  goes  out  of  its  way  to 
look  at  management's  problems?  About 
the  only  time  they  do  is  when  man- 
agement asks  for  a  rate  decrease.  But 
ask  for  an  increase.  .  .  ." 

Counterpoint 

Norman  Greenberg,  on  the  other 
hand,  is  a  sophisticated  optimist.  He 
believes  that  utilities  are  a  good  buy 
now  in  relation  to  industrial  stocks. 
Over  the  past  five  or  six  years,  the 
utihties  have  not  been  able  to  increase 
their  earnings  as  fast  as  other  indus- 
tries. As  Forbes  Industry  Yardsticks 
reveal,  utihties  as  a  group  rank  in  the 
bottom  third  in  both  return  on  equity 
and  growth  in  earnings  per  share  over 
the  past  five  years.  Predicts  Green- 
berg: "Now  I  think  the  conditions 
leading  to  that  no  longer  exist  and 
that  in  the  future  utilities  will  out- 
perform the  industrials  on  an  earnings 
basis." 

Greenberg  also  ba.ses  his  view  on 
his  reading  of  the  economy.  Looking 
back  to  1961,  he  points  out  that  "in- 
dustrials increased  their  earnings  more 
rapidly  because  the  nation  went  from 
a  slack  economy  to  a  full  economy. 
Utility  earnings  are  usually  hurt  dur- 
ing such  shifts  while  industrial  earn- 
ings are  helped."  As  the  overheated 
economy  cools  off,  Greenberg  sees  in- 
dustrial earnings  falling  by  4%  or 
more  in  1970  while  utilities  will  be 
reaching  new  records. 

"Inflation  and  high  interest  rates  go 


OUT  OF  STYLE 

In  the  early  Sixties,  when  people 
still  worried  about  recessions,  re- 
cession-resistant utility  stocks  com- 
manded a  price-earnings  premium 
over  industrials.  But  in  the  reces- 
sion-free late  Sixties,  the  premium 
was  on  growth,  not  on  stability,  and 
today  utilities  actually  sell  at  lower 
ratios  than  do  industrials. 


00        Ol 


Are  utilities,  then,  a  bargain?  Not  if 
you  look  at  yields  alone.  Even  at 
present  depressed  prices,  their  divi- 
dend yield  is  well  below  that  of  vari- 
ous types  of  bonds. 
10 
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together,"  says  he.  "For  our  economy 
an  inflation  rate  of  6%  a  year  is  ab- 
solutely ridiculous.  The  country  can't 
live  with  it.  Especially  the  utilities 
can't  hve  with  it.  But  the  measures 
taken  ^by  the  Government  against  in- 
flation are  working.  We  see  the 
gross  national  product  rising  but  not 
faster  than  price  inflation." 

Greenberg,  then,  also  sees  inflation 
ahead,  but  a  slower  rate  of  inflation. 
"It's  a  matter  of  degree,"  he  stresses. 
With  a  3%  annual  inflation,  utihties 
could  live  quite  well  and  produce  the 
kinds  of  economies  needed  to  prosper 
with  6%  money  rates. 

"Indeed,"  he  continues,  "in  the 
more  moderate  inflationary  period  of 
the  Fifties,  utilities  regularly  in- 
creased earnings  and  dividends,  re- 
duced rates  and  kept  their  employees 
and  customers  reasonably  content." 

Better  Climate 

Greenberg  adds  that  many  of  the 
factors  that  were  working  against 
utilities  in  the  last  few  years  have 
radically  changed.  "You  had  a  tax 
1  eduction  come  when  most  utilities 
were  earning  the  full  return  allowed 
them.  They  had  to  pass  the  savings 
along  to  customers  while  industrials 
were  allowed  to  keep  their  savings. 
But  ahead  you  will  have  a  surtax 
reduction  and  the  utilities,  by  and 
large,  should  be  able  to  keep  the  sav- 
ings. Regulatory  commissions  are  be- 
coming aware  that  utilities  need 
higher  rates  of  return  to  keep  their 
stocks  attractive  to  new  investors. 
They're  in  a  position  now  to  get  rate 
increases  and  offset  increased  costs  of 
fuel,  wages  and  debt." 

AT&T  symbolizes  the  situation  of 
most  utilities.  Chairman  Haakon  I. 
Romnes  agrees  that  rapid  inflation  has 
hurt  Mother  Bell,  forced  it  to  pay 
record  levels  for  its  debt,  grant  wage 
increases  too  large  to  be  offset  by 
gains  in  productivity  and  technology. 
But  it  also  has  gotten  the  Federal 
Communications  Commission  to  ac- 
knowledge that  American  Telephone 
&  Telegraph  should  be  allowed  to  earn 
8%  to  8.5%  on  its  invested  property, 
up  from  7%  to  7.5%. 

"Looking  ahead,  if  the  rate  of  in- 
flation levels  off  to  a  more  normal 
3%  rate,  I  see  no  reason  why  we 
couldn't  just  keep  going  ahead,"  says 
Romnes.  "But  in  a  steep  inflationary 
period  Hke  the  last  two  years,  you  try 
and  keep  up,  but  you  always  fall  be- 
hind. Utilities  are  highly  labor  in- 
tensive as  well  as  capital  intensive." 

So  take  your  choice.  What  degree 
of  inflation   lies   ahead?  ■ 
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Tell  someone  you  like 
'  about  Lark's  Gas-lrap  Filter. 

She  may  say 

"Didn't  we  meet  in  Grenoble?" 


Get  the  conversation  off  the  ground. 

Tell  her  that  almost  90%  of  cigarette  smoke  is  gas. 
Now  say  that  Lark  has  the  patented  Gas-Trap  filter. 
It  reduces  "tar)'  nicotine,  and  certain  harsh  gases,  too. 

Then  mention  that  the  Nationwide  ConsumerTesting 
Institute  reported  that  Lark's  Gas-Trap  filter  reduces 
certain  harsh  gases  by  more  than  twice  as  much  as  any 
of  the  thirteen  ordinary  popular  filter  brands  tested. 

So,  tell  someone  you'd  like  to  like  about  Lark's 
easy-taste  and  Gas-Trap)  filter. 
It'll  be  down  hill  from  then  on. 
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Consumer 
Goods 


Other  companies  may  be  having 

trouble  with  inflation, 

but  not  the  sellers  of  food  and  clothing. 


YARDSTICKS 

OF  MANAGEMENT 

PERFORMANCE 

Household  & 

Personal  Products 


Husbands  grumbled  and  wives  pick- 
eted, but,  despite  the  rise  in  prices 
that  infuriated  them  so,  they  kept  on 
buying  consumable  goods  during 
1969.  The  fact  is  that  the  purveyors  of 
food,  toiletries,  cosmetics,  soap  prod- 
ucts and  clothing  are  not  as  affected 
by  inflation  as,  say,  automobile  and 
appliance  makers.  People  do  not  stop 
buying  toothpaste  and  toilet  paper  be- 
cause the  price  goes  up  a  nickel  or  so. 
Much  less  so  do  they  cut  back  on  food 
and  clothing. 

About  the  only  way  the  companies 
in  the  accompanying  Forbes  Yard- 
sticks are  affected  by  inflation  is  an 
increase  in  their  operating  costs.  In 
1969  their  wage  and  materials  costs 
rose  sharply.  But  since  these  com- 
panies   deal    essentially    in    necessity 


products — products  consumers  will 
stop  buying  or  cut  back  only  as  a 
last .  resort — they  found  it  a  simple 
matter  to  jack  up  their  prices  when- 
ever operating  costs  rose.  In  a  very 
large  sense  these  companies  are  infla- 
tion-proof and  recession-proof,  too. 

This  means  that  consumer  goods 
can  be  extremely  profitable,  and  that 
those  profits  can  remain  fairly  stable. 
A  glance  at  the  Forbes  Yardstick 
figures  (see  also  pp.  121  and  122) 
shows  that  some  of  the  most  profitable 
companies  in  all  of  U.S.  industry  are 
in  the  consumer-goods  lines — outfits 
like  Avon  Products,  Heublein,  Gil- 
lette, Merck,  Smith  Kline  &  French, 
Coca-Cola,  American  Home  Products, 
Sterling  Drug  and  Melville  Shoe. 
These  companies  are  more  inflation- 


HOW  THEY  RANK: 

A- 

AMONG  ALL 

COMPANIES 

B-IN  OWN  INDUSTRY 

PROFITABILITY 

GROWTH 

5-Year 

Latest  12  Mcnth 

5- Year  Return 

)-Year  Annual 

5-Year  Annual 

Return  on  Equity 

Return  on 

Equity 

on  Total  Capital 

Sales  Growth 

Earnings  Per  Stiare  Growth 

Rank 

Per- 

Rank 

Per- 

Rank 

Per- 

Rank 

Per- 

Rank 

Per- 

Company 

A 

B 

cent 

A 

B 

cent 

A 

B 

cent 

A 

B 

cent 

A 

B 

cent 

Avon  Products 

^K  2 

<1) 

42.5 

1 

(1) 

39.7 

P^ 

iiP 

^39.6 

128 

(5) 

15.6 

81 

(5)^ 

^1 

Gillette 

6 

(2) 

35.2 

8 

(2) 

28.2 

i      3 

(3) 

31.2 

182 

(10) 

13.2 

265 

(17) 

m 

Smith  Kline  &  French 

U 

(3) 

31.5 

18 

(5) 

26.1 

1      2 

(2) 

31.5 

411 

(23) 

6.9 

450 

(26) 

IT 

Merck 

16 

(4) 

28.6 

16 

(4) 

26.6 

F      6 

(4) 

28.1 

124 

(4) 

15.9 

116 

(6) 

IS.-i 

Amer  Home  Products 

19 

(5) 

27.4 

12 

(3) 

27.4 

7 

(5) 

27.4 

238 

(13) 

11.4 

186 

(9) 

10.3 

Sterling  Drug 

27 

(6) 

25.3 

30 

(8) 

23.3 

16 

(7) 

22.1 

206 

(12) 

12.2 

223 

(13) 

9.3 

Bristol-Myers 

31 

(7) 

24.6 

27 

(6) 

24.2 

18 

(8) 

216 

149 

(7) 

14.8 

121 

(7) 

13.2 

Warner-Lambert 

41 

(8) 

22.8 

48 

(9) 

20.7 

30 

(9) 

20.2 

96 

(2) 

18.1 

182 

(8) 

10.5 

Lilly,  Eli 

44 

(9) 

22.7 

28 

(7) 

24.0 

15 

(6) 

22.1 

170 

(8) 

13.9 

59 

(2) 

18.5 

Revion 

91 

(10) 

18.5 

85 

(12) 

17.4 

65 

(13) 

16.1 

386 

(21) 

7.5 

210 

(12) 

9.8 

Pfizer,  Charles 

92 

(11) 

18.4 

92 

(13) 

17.0 

59 

(11) 

16.5 

263 

(17) 

10.8 

277 

(18) 

7.5 

Reynolds  Tobacco 

98 

(12) 

18.0 

105 

(15) 

16.4 

56 

(10) 

168 

487 

(28) 

5.3 

411 

(22) 

3.4 

Philip  Morris 

106 

(13) 

17.5 

59 

(10) 

19.3 

201 

(23) 

11.5 

241 

(14) 

11.3 

62 

(3) 

18.2 

Procter  &  Gamble 

112 

(14) 

17.3 

74 

(11) 

18.1 

84 

(16) 

15.0 

362 

(20) 

8.0 

203 

(11) 

10.0 

Upjohn 

128 

(15) 

16.4 

150 

(19) 

14.7 

60 

(12) 

16.4 

251 

(16) 

11.1 

416 

(23) 

3.1 

Purex 

'•«8 

(16) 

16.1 

111 

(16) 

16.2 

107 

(19) 

14.1 

118 

(3) 

16.1 

228 

(14) 

9.1 

Abbott  Laboratories 

(17) 

15.9 

127 

(18) 

15.6 

92 

(18) 

14.6 

194 

(11) 

12.5 

258 

(16) 

8.1 

American  Hosp  Supply 

n8) 

15.8 

255 

(23) 

12.4 

91 

(17) 

14.6 

74 

(1) 

19.7 

52 

(1) 

19.0 

Johnson  &  Johnson 

-  • '  ■'-■ 

(19) 

15.6 

96 

(14) 

16.9 

78 

(14) 

15.3 

277 

(18) 

10.3 

70 

(4) 

17.6 

Richardson-Merrell 

m 

15.3 

112 

(17) 

16.2 

80 

(15) 

15.2 

176 

(9) 

13.5 

190 

(10) 

10.2 

American  Cyanamid 

i,:o 

224 

(21) 

13.3 

165 

(21) 

12.2 

429 

(25) 

6.6 

435 

(25) 

2.3 

American  Brands 

210 

(20) 

13.5 

189 

(22) 

11.7 

129 

(6) 

15.5 

323 

(19) 

6.1 

Parke,  Davis 

374 

(25) 

9.9 

152 

(20) 

12.5 

465 

(27) 

5.6 

520 

(29) 

-5.2 

Colgate-Palmolive 

249 

(22) 

12.6 

251 

(24) 

10.4 

392 

(22) 

7.3 

236 

(15) 

8.8 

Scott  Paper 

;.o 

290 

(24) 

11.6 

265 

(25) 

10.1 

243 

(15) 

11.3 

433 

(24) 

2.4 

Kimberly-Clark 

.    424 

(2t} 

378 

(26) 

9.7 

364 

(26) 

8.1 

425 

(24) 

6.7 

372 

(21) 

4.5 

General  Cigar 

*76 

(27) 

] 

434 

(27) 

8.5 

507 

(29) 

5.1 

333 

(19) 

8.6 

366 

(20) 

4.6 

Havatampa  Cigar 

486 

12?) 

:  9 

467 

(29) 

7.7 

388 

(27) 

7.7 

495 

(29) 

5.0 

463 

(27) 

O.I 

Liggett  &  Myers 

^492 

(29) 

V.8 

<:;.4 

449 

(28) 

8.2 

390 

(28) 

7.7 

454 

(26) 

6.0 

466 

(28) 

-0.2 

Industry  Median 

16.4 

15.2 

n.3 

8.8 

Note:  Explanation  of  yardstick  calculations  on 

pajie  43. 
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Consumer  Goods 


YARDSTICKS 

OF  MANAGEMENT 

PERFORMANCE 

Apparel 


proof  because  they  have  managed  to 
estabUsh  their  particular  brands  as 
market  leaders — that  is,  make  them 
more  necessary  than  the  necessity 
products  with  which  they  compete. 
The  exceptions  to  the  industry's  high 
profitability  are  the  meatpackers,  can- 
ners  and  flour-milling  concerns,  whose 


@Alan   Dunn — 1969  The  New  York  Magazine   Inc. 

commodity-type  products  are  difficult 
to  brand.  These  companies  endure 
low  profits  year  in  and  year  out. 

But  if  inflation  has  little  net  effect 
on  the  profits  of  branded  goods 
sellers,  they  have  been  hurt  in  recent 
years  by  the  rising  cost  and  high  mor- 
tality rate  of  bringing  out  new  prod- 


HOW  THEY  RANK: 

A- 

AMONG  ALL 

COMPANIES 

B—IN  OWN  INDUSTRY 

PROFITABILITY 

GROWTH 

5-rear 

Latest  12  M 

cnth 

5-Year  Return 

>-Year  Annual 

5-Year  Annual 

Return  on  Equity 

Return  on 

Equity 

0 

1  Total  Capital 

Sales  Growth 

Earnings  Per  Sha 

re  Growth 

Rank 

Per- 

Ri 

ink 

Per- 

Rant! 

Per- 

Rank 

Per- 

Rank 

Per- 

Company 

A 

B 

cent 

A 

B 

cent 

A 

B 

cent 

A 

B 

cent 

A 

8 

cent 

Melville  Shoe 

12 

(1) 

3t.5 

5 

(1) 

29.5 

28 

(1) 

20.6 

265 

(9) 

10.6 

35 

(1) 

22.5 

Jonathan  Logan 

13 

(2) 

30.6 

33 

(2) 

22.5 

41 

(2) 

18.0 

180 

(8) 

13.3 

;    108 

(6) 

13.8  ' 

Indian  Head 

57 

(3) 

20.7 

78 

(3) 

17.7 

.  .263 

(9) 

10.2 

65 

(1) 

20.4 

;      77 

(3) 

16.0 

U  S  Shoe 

108 

(4) 

17.4 

102 

(4) 

16.7 

f   49 

(3) 

17.4 

97 

(3) 

18.0 

293 

(12) 

7.0 

Brown  Shoe 

140 

(5) 

16.0 

162 

(6) 

14.4 

90 

(4) 

14.6 

392 

(13) 

7.3 

226 

(9) 

9.2 

Hart  Schaffner  &  Marx 

158 

(6) 

15.5 

221 

(7) 

13.3 

100 

(5) 

14  3 

70 

(2) 

20.0 

100 

(4) 

142 

Kayser-Roth 

212 

(7) 

14.0 

149 

(5) 

14.7 

285 

03) 

9.8 

116 

(4) 

16.3 

280 

(11) 

7.4 

Cluett  Peabody 

231 

(8) 

13.7 

245 

(10) 

12.7 

228 

(6) 

10,8 

137 

(5) 

15.4 

299 

(14) 

6.8 

Burlington  Inds 

235 

f9) 

13.6 

266 

(11) 

12.1 

272 

(10) 

10.1 

365 

(10) 

8.0 

299 

(13) 

6.8 

Genesco 

251 

(10) 

13.3 

301 

(12) 

11.4 

247 

(7) 

10.5 

141 

(6) 

15.1 

276 

(10) 

7.6 

Interco 

312 

(11) 

12.1 

242 

(9) 

12.7 

28? 

(12) 

9.9 

155 

(7) 

14.4 

43 

(2) 

21.1 

SCOA  Industries 

334 

(12) 

11.6 

231 

(8) 

13.0 

367 

(16) 

8,1 

499 

(17) 

4.8 

201 

(8) 

10.1 

United  Merchants 

384 

(13) 

10.6 

347 

(13) 

10.4 

348 

(14) 

8.3 

459 

(14) 

5.8 

188 

(7) 

10.2 

West  Point-Pepperell 

394 

(14) 

10.5 

505 

(17) 

6.5 

255 

(8) 

10.3 

497 

(16) 

4.9 

500 

(17) 

-2,3 

Cannon  Mills 

408 

(15) 

10.1 

436 

(14) 

8.4 

276 

(11) 

10.0 

549 

(20) 

1.9 

447 

(16) 

14 

Stevens  J  P 

443 

(16) 

9.2 

453 

(15) 

8.1 

402 

(16) 

7.3 

381 

(11) 

7.7 

356 

(14) 

4.8 

Dan  River  Mills 

'  497 

(17) 

7.4 

545 

(18) 

3.2 

438 

(17) 

6.6 

383 

(12) 

7.6 

541 

(20) 

-15.6 

Lowenstein  M 

510 

(18) 

6.4 

499 

(16) 

7.0 

511 

(19) 

4.9 

483 

(15) 

5.4 

105 

(5) 

13,8 

Cone  Mills 

525 

(19) 

5.5 

552 

(19) 

2.7 

508 

(18) 

5.1 

541 

(19) 

2.5 

536 

(18) 

-12.2 

Springs  Mills 

536 

(20) 

\'l.J 

.  557 

(20) 

2.4 

533 

33 

529 

(18) 

3.5 

530 

(19) 

-9,6 

industry  Median 

t^..-~. - 

12.4 

-i 

^m^^ 

i>-*' 

7.9 

I 

.mik 

^fi 

Note:  Explanation  of  yardsticl<  calculations  on  gage  4^ 
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Consumer  Goods 

YARDSTICKS 

Food  &  Beverage 


ucts.  This  explains  why  a  majority 
of  the  consumer-goods  companies, 
despite  high  five-year  returns  on 
stockholders'  equity,  also  show  down- 
trends for  the  latest  12  months.  An- 
other  big   problem   coming   along-  is 


consumerism.  In  fact,  at  the  year's 
end,  consumerism  was  uppennost  in 
the  minds  of  many  consumer-goods 
executives.  For  a  rundown  on  how 
they  intend  to  cope  with  this  grow- 
ing threat,  see  the  following  story. 


HOW  THEY  RANK: 


A— AMONG  ALL  COMPANIES  B—IN  OWN  INDUSTRY 


Company 


5-Year 
Return  on  Equity 


PROFITABILITY 

Latest  12-Month 
Return  on  Equity 


5-Year  Return 
on  Total  Capital 


Rank 
A         B 


Per- 
cent 


Rank 
A         B 


Per- 
cent 


Rank 
A         B 


Per- 
cent 


GROWTH 


5-Year  Annual 
Sales  Growth 


5-Year  Annual 
Earnings  Per  Share  Growth   I 


Rank 
A         B 


Per- 
cent 


I'rifri'?''"]'"."  °.*  """?"'"=!' "''^'''■''°"'' °"  P'K«  *3.       del.— Deficit.       fDeficit  to  a  profit;  not  ranked.      "Not  available. 
ttProfit  tu  »  deficit;  ranked  last.       tThree  year  average. 


Rank 
A         B 


Per- 
cent 


Heublein 

4 

(1) 

38.6 

2 

(1) 

36.3 

14 

(3) 

22.3 

51 

(1) 

23.5 

89 

(4) 

14.9 

Coca-Cola 

20 

(2) 

27.1 

14 

(3) 

27.1 

8 

(1) 

26.4 

308 

(20) 

9.4 

125 

(9) 

13.0 

Kellogg 

39 

(3) 

23.3 

43 

(4) 

21.3 

13 

(2) 

22.6 

362 

(25) 

8.0 

311 

(27) 

6.5 

Iowa  Beef  Packers 

42 

<4) 

22.8 

77 

(6) 

17.7 

66 

(5) 

16.0 

57 

(2) 

22.7 

136 

(11) 

12.4 

PepsiCo 

57 

(5) 

20.7 

63 

(5) 

19.1 

48 

(4) 

17.5 

90 

(5) 

18.3 

198 

(18) 

10.1 

General  Foods 

119 

(6) 

17.0 

145 

(14) 

14.9 

77 

(6) 

15.5 

453 

(34) 

6.0 

393 

(35) 

4.1 

National  Biscuit 

120 

(7) 

17.0 

134 

(11) 

15.3 

111 

(9) 

13.9 

503 

(43) 

4.5 

419 

(39) 

2.8* 

Hershey  Foods 

148 

(8) 

15,9 

405 

(39) 

9.2 

89 

(8) 

14.7 

355 

(23) 

8.1 

535 

(48) 

-9.7 

Consolidated  Foods 

156 

(9) 

15.6 

125 

(10) 

15.6 

142 

(14) 

12.8 

83 

(4) 

18.8 

90 

(5) 

14.8 

Foremost  McKesson 

161 

(10) 

15.5* 

119 

(9) 

15.9 

321 

(32) 

8.9t 

470 

(37) 

5.6 

156 

(12) 

11.6 

CPC  International 

163 

(11) 

15.4 

154 

(18) 

14.5 

162 

(17) 

12.3 

473 

(39) 

5.5 

455 

(41) 

0.8 

Anheuser  Bush 

164 

(12) 

15.4 

207 

(25) 

13.6 

205 

(22) 

11.4 

246 

(14) 

11.2 

102 

(8) 

14.0 

General  Mills 

170 

(13) 

15.3 

151 

(16) 

14.6 

190 

(20) 

11.7 

263 

(15) 

10.8 

193 

(17) 

10.2 

Carnation 

171 

(14) 

15.2 

153 

(17) 

14.5 

176 

(19) 

12.0 

229 

(12) 

11.6 

79 

(3) 

15.9 

Beatrice  Foods 

172 

(15) 

15.2 

118 

(8) 

15.9 

79 

(7) 

15.2 

127 

(7) 

15.7 

185 

(16) 

10.3 

Pabst  Brewing 

176 

(16) 

15.0 

177 

(20) 

14.2 

112 

(10) 

13.9 

290 

(17) 

9.9 

96 

(6) 

14.4 

Ward  Foods 

180 

(17) 

14.9 

137 

(12) 

15.2 

272 

(27) 

10.1 

82 

(3) 

19.1 

553 

(50) 

tt^ 

Standard  Brands 

188 

(18) 

14.7 

148 

(15) 

14.8 

151 

(15) 

12.5 

400 

(28) 

7.1 

282 

(24) 

7.2 

Ralston  Purina 

197 

(19) 

14.4 

137 

(12) 

15.2 

211 

(23) 

11.2 

314 

(21) 

9.2 

159 

(13) 

11.4^ 
5.7? 

Campbell  Taggart 

207 

(20) 

14.1 

253 

(28) 

12.5 

130 

(12) 

13.0 

438 

(32) 

6.5 

335 

(28) 

Squibb  Beech-Nut 

219 

(21) 

13.9 

193 

(23) 

13.9 

152 

(16) 

12.5 

355 

(23) 

8.1 

341 

(29) 

5.5 

Kiram  Walker 

228 

(22) 

13.8 

165 

(19) 

14.4 

116 

(11) 

13.8 

432 

(31) 

6.5 

253 

(22) 

8.2 

Campbell  Soup 

259 

(23) 

13.0 

227 

(26) 

13.2 

137 

(13) 

12.9 

421 

(29) 

6.7 

375 

(33) 

4.5 

Krattco 

268 

(24) 

12.8 

277 

(29) 

11.9 

223 

(24) 

10.9 

462 

(35) 

5.7 

367 

(32) 

4.6 

Quaker  Oats 

280 

(25) 

12.6 

199 

(24) 

13.8 

204 

(21) 

11.4 

476 

(40) 

5.5 

212 

(19) 

9.7 

Oscar  Mayer 

293 

(26) 

12.4 

188 

(22) 

14.0 

171 

(18) 

12.1 

168 

(10) 

14.0 

134 

(10) 

12.6 

Del  Monte 

336 

(27) 

11.6 

368 

(35) 

10.0 

299 

(28) 

9.3 

306 

(18) 

9.5 

405 

(37) 

3.6 

Central  Soya 

343 

(28) 

11.4 

350 

(33) 

10.4 

301 

(29) 

9.3 

421 

(29) 

6.7 

353 

(30) 

5,0 

Schlitz  Brewing 

348 

(29) 

11.3 

234 

(27) 

12.9 

245 

(25) 

10.5 

231 

(13) 

11.5 

175 

(15) 

10.8 

Pillsbury 

356 

(30) 

11.2 

283 

(30) 

11.8 

319 

(30) 

8.9 

458 

(35) 

5.8 

245 

(21) 

8.5 

Hormel  Geo  A 

382 

(31) 

10.6 

82 

(7) 

17.5 

252 

(26) 

10.4 

561 

(52) 

1.4 

464 

(43) 

0.1 

American  Sugar 

390 

(32) 

10.5 

464 

(46) 

7.8 

445 

(42) 

6.4 

537 

(46) 

2.9 

486 

(44) 

-1.4 

Heinz  H  J 

405 

(33) 

10.1 

310 

(31) 

11.2 

372 

(35) 

8.0 

378 

(27) 

7.7 

237 

(20) 

8.8 

National  Distillers 

429 

(34) 

9.7 

446 

(43) 

8.2 

445 

(42) 

6.4 

488 

(41) 

5.3 

391 

(34) 

4.1 

Borden  Inc 

437 

(35) 

9.5 

473 

(48) 

7.6 

351 

(34) 

8.3 

452 

(33) 

6.0 

493 

(45) 

-1.7 

Staley  Mfg 

446 

(C6) 

9.2 

422 

(40) 

8.7 

332 

(33) 

8.6 

327 

^22) 

8.8 

412 

(38) 

3.4 

United  Fruit 

449 

(37) 

9.0 

386 

(37) 

9.6 

319 

(30) 

8.9 

285 

(16) 

10.0 

15 

(1) 

38.1 

Fairmont  Foods 

463 

(38) 

8.7 

452 

(45) 

8.1 

38-; 

(36) 

7.7 

307 

(19) 

9.4 

522 

(4/) 

-5.7 

Distillers  Corp 

464 

(39) 

8.6 

425 

(41) 

8.7 

420 

(40) 

7.0 

376 

(26) 

7.8 

286 

(25) 

7.2 

Stokely-Van  Camp 

472 

(40) 

8.4 

526 

(48) 

5.1 

418 

(39) 

7.0 

491 

(42) 

5.1 

459 

(42) 

0.4 

Pet 

474 

(41) 

8.4 

379 

(36) 

9.7 

393 

(37) 

7.6 

221 

(11) 

11.7 

172 

(14) 

10.9 

DiGlorgio 

482 

(42) 

8.2 

360 

(34) 

10.2 

436 

(41) 

6.7 

107 

(6) 

16.9 

290 

(26) 

7.0 

Castle  &  Cooke 

484 

(43) 

8.1 

397 

(38) 

9.3 

403 

(38) 

7.3 

160 

(8) 

14.3 

274 

(23) 

7.6 

Cudahy 

489 

(44) 

7.9 

339 

(32) 

10.7 

458 

(44) 

6.2 

554 

(49) 

1.7 

t 

Armour  &  Co 

494 

(45) 

7.7 

428 

(42) 

8.6 

488 

(45) 

5.7 

557 

(51) 

1.6 

444 

(40) 

1.7 

Inti  Milling 

498 

(46) 

7.3 

469 

(46) 

7.7 

495 

(46) 

5.5 

552 

(48) 

1.7 

397 

(36) 

3.8 

American  Bakeries 

528 

(47) 

5.3 

563 

(54) 

def. 

524 

(47) 

4.4 

504 

(44) 

4.4 

553 

(50) 

tt 

Swift 

532 

(48) 

4.8 

527 

(49) 

5.1 

525 

(48) 

4.2 

54/ 

(4/) 

1.9 

508 

(46) 

-3.2 

Archer-Daniels-Mid 

538 

(49) 

3.9 

536 

(51) 

4.0 

531 

(49) 

3.4 

555 

(50) 

1.6 

354 

(31) 

4.9 

Hygrade  Food 

541 

(50) 

3.4 

535 

(50) 

4.2 

541 

(51) 

2.2 

573 

(55) 

-3.7 

539 

(49) 

-14.6 

Ubby-McNeil-Libby 

543 

(51) 

2.9 

563 

(54) 

def. 

539 

(50) 

2.6 

519 

(45) 

3.9 

553 

(50) 

tt 

Rath  Packing 

551 

(52) 

def. 

560 

(53) 

1.1 

548 

(52) 

def. 

570 

(54) 

-0.5 

t 

AMK  Corp 

«• 

6 

(2) 

29.4 

^Ci 

162 

(9) 

14.2 

27 

(2) 

25.6 

Great  Western  United 

«• 

550 

(52) 

3.1 

^^K 

5ja 

560 

(53) 

1.4 

:«>« 

Noilon  Simon 

«« 

182 

(21) 

14.1 

B 

9« 

470 

(37) 

5.6 

101 

(7) 

14.1 

Industry  Median 

12.0 

12.5 

10.3 

7.1 

6.1 
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Some 

railroads 
are  never 


et's  face  it.  Railroads  aren't  exactly  the 
Vhite  Kniglits  of  the  transportation 
)usiness.  Shippers  complain  about 
)oxcar  shortages  while  empties  sit 
)n  sidings.  Cars  get  lost.  Or  take 
orever  to  clear  through  terminals. 
)amage  claims  are  much  too  high. 

We  know  we've  got  problems.  But 
ve're  doing  something  about  them  too. 
view  systems  and  procedures.  Better 
equipment.  Better  people.  And  we're 
joing  to  run  a  new  series  of  ads  to  tell  you 
vhat  we've  done  and  what  we're  doing, 

But  there  won't  be  any  smugness  when 
ve  talk  about  ourselves.  Because  you     • 
^now  and  we  know  there's  plenty 
eft  to  do.  And  we  just  can't  take 
:he  time  to  be  satisfied. 

>RBES,  JANUARY  1,  1970  """^ 


consumer  Goods 


The  Customer 
Is  Always  Right 


One  trouble  with  consumer  goods  companies  is  that  they 
are  so  visible.  The  result  is  the  consumerism  movement 
What  do  the  big  companies  plan  to  do  about  it? 


Making  and  selling  consumer  goods 
is  the  best  of  businesses  and  the  worst 
of  businesses.  The  best  because — at 
its  best — it  can  be  extremely  profita- 
ble {sec  preceding  story).  The  worst 
because  it  is  so  visible.  It  is  constant- 
ly exposed  by  mass  advertising  and 
by  the  day-to-day  impact  of  its  pro- 
ducts on  the  lives  of  millions  of 
people.  And  so,  like  chow  in  the 
Army,  consumer  products  and  their 
manufacturers  are  extremely  suscep- 
tible to  widespread  and,  nowadays, 
vocal  dissatisfaction. 

The  truth  of  this  is  now  being 
brought  home  to  the  consumer  goods 
companies  in  the  form  of  "consumer- 
ism"— that  unstructured,  yet  very  real 
and  rapidly  growing  revolt  by  Ameri- 
can consumers  against  the  consumer 
goods  companies.  The  consumers' 
gripes  are  many:  unsafe  products, 
shoddy  workmanship,  indifferent  ser- 
vice, fraudulent  advertising,  deceptive 
packaging,  strong-arm  sales  tactics. 

And  the  gripes  are  serious,  with  the 
potential  for  affecting  the  sales  and 
profits  of  every  kind  of  consumer 
goods  company,  be  they  food  and 
beverage  processors  or  tobacco  com- 
panies, soap  and  cosmetics  makers  or 
clothing  manufacturers.  Even  the 
high-profit  drug  companies,  as  a  re- 
sult of  changes  forced  upon  them  by 
Congress  that  favor  consumer  in- 
terests, could  be  pinched.  "There 
are  trying  times  ahead  for  the  drug 
industry,"  says  Henry  W.  Gadsden, 
president  of  Merck  &  Co.  "No  longer 
will  all  drug  companies  be  so  profit- 
able as  to  constitute  a  pubHc-relations 
problem  for  the  industry." 

A  Medley  of  Problems 

Of  course,  con.sumer  goods  com- 
panies face  other  problems  as  well 
as  consumerism  these  days:  shifting 
fads,  the  high  mortality  rate  of  new 
products,  sharply  rising  promotion 
and  manufacturing  costs  and  a  shrink- 
ing of  consumer  dollars  by  inflation. 
But  more  and  more,  consumerism,  in 
lliis  age  of  vocal  protest,  is  drawing 
the  attention  of  executives  of  con- 
sumer goods  companies. 

Ralph  Nader  is  gixcu  credit  for 
touching  it  off  with  his  book  ibout 
the  auto  industry,  Unsafe  at  Any 
Speed. 

Since  then,  complaints  against 
manufactiners  of  consumer  goods 
have  reached  the  proportions  of  a  na- 


tional mo\ement.  Says  H.M.  Cleaves, 
senior  vice  president  for  corporate  re- 
lations of  General  Foods  Corp.:  "It's 
clear  from  the  volume  of  criticism 
we're  hearing,  from  the  demands  for 
legislation  and  investigation,  that 
something  is  wrong,  either  with  what 
we  produce  or  with  how  we  market 
what  we  produce  or  with  how  the 
customer  reacts  to  what  we  produce." 
Cleaves  believes  that  one  reason 
for  the  complaints  is  that  consumers 
have  come  to  expect  "a  high  standard 
of  quality."  This,  he  says,  has  be- 
come a  "consumer  right."  Another 
reason,  he  says,  is  that  if  a  consumer, 
say  a  housewife,  finds  that  a  product 
is  below  her  standards,  she  has  no 
one  to  complain  to.  "Thirty  years  ago, 
if  she  got  a  can  of  watery  beans,  Mrs. 
Jones  could  go  back  and  tell  her 
troubles  to  Mr.  Schultz,  her  friendly 
local  merchant  at  the  corner  grocery 
store.  Now,  Mrs.  Jones  goes  to  the 
complaint   window   in   the   rear   of   a 


consumer  goods  palladium  the  size  I 
oL  two  football  fields,  where  some  ■ ; 
deadpan  dish  with  a  squeaky  voice 
and  lacquered  hair  gives  her  a  fishy 
stare,  fills  out  form  13,  quotes  rule 
23,  consults  her  supervisor  and  tells 
Mrs.  Jones  she  will  hear  from  them 
later.  Or,  Mrs.  Jones  writes  to  the 
Amalgamated  Bean  Co.  only  to  re- 
ceive form  letter  57-A  advising  her  to 
send  in  the  label  from  the  can  which 
unfortunately  she  had  thrown  in  the 
trash  last  week." 

The  Administration  Agrees 

Cleaves'  analysis  of  the  causes  of 
this  new  consumerism  may  sound 
exaggerated,  and  certainly  he  tells 
only  part  of  the  story.  In  the  case 
of  hard  consumer  goods — appliances, 
for  example — the  flames  of  consumer- 
ism also  are  fanned  by  the  difficulty 
of  getting  anything  repaired.  How- 
ever, Virginia  Knauer,  President  Nix- 
on's  consumer   adviser,    does   confirm 


'Can  I  get  some  shirts  for  a  man  who  isn't  tapered?" 

O  Whitney   Darrow,   Jr.,    1969   The   New  York   Magazine,    Inc. 
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Transco, 

the  gas  fransmission ^_., 

with  earnings  up  16yearsstraighi 


We  started  20  years  ago  as  one  company  with  one  service.  Nat- 
ural gas  transmission.  We  are  still  one  company  with  one  service. 
Natural  gas  transmission. 
But  we're  now: 

•A  $l-billion-plus  company  (with  a  new  plant  investment  ap- 
proaching half  a  billion  dollars  in  three  years). 

■  A  corporation  with  59,000  shareowners. 

•A  pipeline  system  that  totals  more  than  8,500  miles.  From 
Texas  through  the  mushrooming  'Southeast  along  the  Atlantic  sea- 
board and  up  through  the  Northeast  megalopolis. 

By  pioneering  the  use  of  large-diameter  pipe,  we've  been  able  to 
deliver  gas  at  the  lowest  rates  in  Transco's  marketing  areas :  The  dens- 
est population  area  in  the  U.  S.,  with  the  lowest  saturation  in  the  use 
of  gas. 

A  built-in  growth  potential.  For  Transco.  And  for  Transco's 
major  customers,  some  of  the  highest  rated  utility  companies  in 
the  country. 

Our  profitability  and  growth  records  are  among  the  best  in  the  indus- 
try. In  1968,  earnings  from  operations  rose  for  the  16th  straight  year. 
An  average  increase  of  12%  a  year  strictly  from  pipeline  operations. 


'    MILLIONS               NET  INCOME  FROM  OPERATIONS 
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Will  we  continue  to  grow  without  acquisitions  or  mergers? 

Transco's  President,  James  B.  Henderson: 

"Our  decisions  not  to  diversify  are  based  on  the  principle  that  we 
put  our  funds  to  work  where  they  will  do  the  most  good  for  our  stock- 
holders. If  we  see  an  opportunity  to  do  better  than  we  have  been 
able  to  do  in  the  transportation  of  natural  gas,  we  will  consider  that 
proposal  seriously  and  without  prejudice." 

Transco,  the  gas  transmission  company  that  performs. 

Transcontinental  Gas  Pipe  Line  Corporation,  Houston,  Texas. 
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KODDins  &  Myers 
is  in  twelve 
growth!  marlcets.. 
Hunter  Division 
puts  the  heat 
on  one  of  them. 


Today  about  3  million  residences  in  the  U.S.  are  electrically  heated. 
By  1975,  the  number  is  expected  to  reach  7.2  million,  as  lower  utility 
rates  and  greater  cleanliness  make  electric  heat  increasingly  attrac- 
tive. Robbins  &  Myers'  Hunter  Division  serves  this  growing  market 
with  a  varied  line  of  portable  and  built-in  electric  heating  units.  Sea- 
sonal sales  balance  is  provided  by  Hunter's  line  of  portable  and  ven- 
tilating fans.  Other  R&M  divisions  make  electric  motors,  hoists  and 
cranes,  industrial  pumps,  and  waste  reduction  equipment.  Major 
growth  markets  for  these  products  are:  office  and  business  equip- 
ment, computer,  communications,  electrical  equipment,  materials 
handling,  chemical,  food  processing,  construction,  sewage,  petro- 
leum, and  waste  disposal.  Write  for  R&M  Annual  Report. 


ROBBINS  &  l\/IYERS,  INC. 


1234  Lagonda  Ave.,  Springfield,  Ohio  45501 
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Consumer  Goods 


that  the  inability  of  the  consumer  to 
find  anyone  to  complain  to  except  a 
computer  "is  one  of  the  major  rea- 
sons for  consumer  dissatisfaction  to- 
day." She  says:  "The  responsibility 
buck  is  passed  up  and  down  the  line 
without  stopping  anywhere,  and  the 
consumer,  as  usual,  loses  the  buck." 
Similarly,  in  his  message  to  Congress 
'urging  new  legislation  to  protect 
consumers,  Nixon  said  that  one  of 
the  consumer's  inalienable  rights  is 
"the  right  to  register  his  dissatisfac- 
tion and  have  his  complaint  heard 
and  weighed.  .  .  ." 

What  can  manufacturers  of  con- 
sumer goods  do  about  this?  Cleaves 
offers  no  pat  solution.  He  suggests 
only  that  manufacturers  of  consumer 
goods  do  research  on  how  to  "create 
new  and  better  standards  of  consumer 
information  and  communications." 

Duke  Rose,  director  of  marketing 
of  Genesco,  Inc.,  also  believes  that 
consumerism  has  become  the  major 
problem  of  the  consumer-goods  in- 
dustries. "We  are  entering  the  age 
of  consumerism,"  he  says.  "Consumers 
are  going  to  recognize  the  power  they 
have  over  the  products  that  come 
onto  the  market  and  they  are  going 
to  exercise  that  power.  Therefore,  a 
successful  manufacturer  of  consimier 
goods  is  going  to  have  to  concentrate 
on  more  product  innovation  and  more 
product  improvement.  The  new  prod- 
ucts he  puts  on  the  market  will  have 
to  be  better  than  the  old  ones.  He's 
going  to  have  to  do  a  much  better 
job  of  servicing  the  consumer,  of 
getting  to  know  him  and  what  his 
needs  are.  We've  relied  on  the  re- 
tailers in  the  past  and  they  haven't 
given  us  the  right  information." 

Does  the  Hard-Sell  Sell? 

Some  consumer  goods  manufactur- 
ers have  become  doubtful  of  the  effi- 
cacy of  the  old  wa\s  of  advertising. 
Says  S.W.  Berow,  vice  president  in 
charge  of  marketing,  pharmaceutical 
division,  Abbott  Laboratories:  "The 
consumer  is  becoming  more  critical 
of  promotion.  Marketing  efforts  must 
be  directed  toward  promotion  more 
meaningful  to  the  individual  con- 
sumer." Rose  adds:  "It's  amazing  how 
fast  consumers  have  come  to  realize 
wliat  is  on  the  market.  Look  at  Wilk- 
inson razor  blades.  When  they  first 
came  out  they  weren't  advertised 
at  all,  but  the  public  found  out  about 
them." 

Quite  aside  from  this  over-all  prob- 
lem of  consumerism,  every  consumer 
industry  has  its  own  special  problem. 
In  the  case  of  the  drug  industry,  says 
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What  on  Earth 
do  we  ilo  next? 

Landing  men  on  the  moon  is  only  a  beginning.  TRW  is  proud  of  its  part  in  this 
great  achievement.  But  now  the  nation  will  look  ahead  to  other  goals  on  other 
planets.  On  Earth,  for  instance. 

It  is  right  here  on  Earth  that  we  will  set  some  of  the  major  goals  of  the  next 
decade . . .  goals  to  improve  communication  and  navigation,  to  fight  hunger  and 
to  end  the  pollution  of  our  environment.  And  the  sustained  technological  drive 
that  took  us  to  the  moon  has  given  us  a  good  start. 

For  example,  TRW's  Intelsat  III  communications  satellites  are  already  bring- 
ing live  TV  and  telephone  service  to  millions  around  the  world.  Our  successful 
OGO  spacecraft  are  readily  adaptable  as  Earth  Resources  Technology  Satel- 
lites to  help  increase  the  world's  food  supply  and  locate  new  natural  resources. 

TRW  is  already  proving  that  many  of  these  same  scientific  and  engineering 
advances  are  directly  applicable  to  critical  everyday  problems.  We  are  actively 
working  on  air  and  ground  transportation  and  traffic  control  systems,  air  and 
water  pollution  control,  city  planning  and  development,  hospital  and  medical 
systems  and  public  safety  programs. 

But  even  as  we  seek  solutions  to  our  problems  on  Earth,  exploration  of  space 
goes  on.  Project  Viking  is  already  underway  to  probe  Mars.  And  TRW  is  pre- 
pared to  help. 

These  are  but  a  few  examples  of  how  more  than  80,000  TRW  employees 
around  the  world  are  applying  advanced  technology  to  tlK/K^^MMM 
products,  systems  and  services  for  commercial,  Indus-  M  Ml^fWttm 
trial  and  government  markets.  f  M  ^  irV® 

On  the  historic  Apollo  11  and  12  missions,  TRW  contributed  in  many  ways, 
including  the  Descent  Engines  and  Abort  Guidance  Systems,  the  S-4B  Attitude 
Control  Engines,  and  a  variety  of  mission  planning  and  software  activities. 


j> 


Consumer  Goods 


Merck's  Gadsen,  it's  the  shortage  of 
new  products.  This,  he  says,  is  caused 
by  1)  the  fact  that  "some  major 
drugs  the  industry  has  discovered 
since  World  War  II  are  so  useful 
that  it's  difficult  to  improve  on  them 
significantly";  2)  stricter  government 
regulations  on  the  introduction  of  new 
drugs;  and  3)  "the  apparent  exhaus- 
tion of  certain  basic  knowledge  on 
which  the  industry's  earlier  break- 
throughs were  based."  Merck's  an- 
swer, he  says,  is  "to  put  more  em- 
phasis on  fundamental  research."  He 
adds:  "The  greatest  opportunity  here 
lies  in  learning  the  cause  of  diseases 
at  the  molecular  level.  This  would 
enable  scientists  to  design  or  discover 
drugs  to  arrest  or  prevent  degenera- 
tive conditions  like  heart  disease, 
mental  illness,  arthritis  and  cancer, 
rather  than  just  treat  symptoms." 

In  the  case  of  the  food  industry, 
according  to  James  R.  Peterson,  gen- 
eral manager  of  the  grocery  products 
division  of  The  Pillsbury  Co.,  the 
problem  is  not  too  few  but  too  many 
new  products.  "There  is  need  for  a 
radical  change  in  the  objectives  of 
new  product  planning  and  in  the  use 
of  segmented  marketing  as  a  strategy 
in  the  decade  ahead, "  he  says.  "Dur- 
ing the  Sixties  the  main  thrust  of 
segmentation  has  been  the  division 
or  sphntering  of  established  product 
areas."  The  number  of  new  brands 
introduced  each  year,  he  says,  has 
"spiraled,  while  the  life  expectancy 
of  new  products  has  decreased 
sharply — from  three  years  in  1961  to 
18  months  in  1965.  The  period  of 
profit  growth  has  dropped,  on  the 
average,  even  more  sharply.  At  the 
same  time,  development  and  market- 
ing costs  have  skyrocketed." 

The   Answer;   Se/ecfiVify 

Peteison  believes  that,  if  this  trend 
continues,  "the  result  will  be  dras- 
tically reduced  profit  growth  from  the 
new  product  section  of  the  product 
portfolio."  His  solution:  Segmenta- 
tion, yes,  but  selective  segmentation. 
Segmentation,  he  says,  should  be 
"used  to  single  out  major  or  primary 
product  opportunities  in  an  area 
rather  than  to  identify  a  multitude 
of  passable  products."  That  will  be 
Pillsbury's  policy,  he  declares:  "To 
concentrate  on  on]\'  the  larger  prod- 
uct opportunities. " 

Scott  Paper  Co.  is  thinking  along 
the  same  lines.  According  to  Vice 
President  George  E.  Wilcox,  Scott 
Paper's  Packaged  Products  division 
recently  organized  a  planning  and  de- 
velopment group  among  whose  func- 


Todoy,  This.  Tomorrow?  Al- 
though inflation,  so  far,  has  not 
kept  people  from  crowding  the 
nation's  stores,  many  merchan- 
disers are  worried   about    1970. 


tions  will  be  evaluating  new  products. 
The  first  criterion:  It  must  be  de- 
signed for  a  market  with  "a  minimum 
dollar  potential." 

Says  Robert  S.  Small,  president  of 
Dan  River  Mills,  Inc.:  "The  consumer 
gocJds  manufacturer  will  have  to  de- 
cide what  areas  comprising  his  pre- 
sent product  lines  can  continue  to 
•compete  profitably,  and  then  make 
himself  both  efficient  and  flexible  in 
those  markets.  He  will  have  to  deter- 
mine early  where  he  can  expect  de- 
clining lines  of  profitability  and  phase 
out,  or  shift  the  direction  of,  his  pro- 
duction capability  in  those  areas." 

The  home  furnishings  industry  has 
a  unique  problem.  Sales  of  home 
furnishings  depend  to  some  extent  on 
the  health  of  the  home-building  in- 
dustry. Not  that  housewives  won't 
buy  new  furnishings  for  the  home 
they're  already  living  in — but,  if  they 
move  to  a  new  home,  they're  certain 
to  buy  new  furnishings;  they'll  decide 
that  almost  nothing  they  have  really 
fits  the  new  place.  The  home-building 
industry,  unfortunately  for  the  home- 
furnishings  industry,  is  now  suffering 
from  malnufaition. 

Emphasis  on  Merchandising 

In  years  past,  the  home-furnishings 
industry  was  production -oriented.  The 
usual  practice  was  to  leave  marketing 
to  others.  Says  John  A.  McLendon, 
assistant  vice  president  of  Burlington 
Industries,  Inc.:  "In  recent  years,  we 
have  seen  an  increasing  number  of 
companies  integrating  the  merchandis- 
ing function  with  production  and 
moving  toward  a  merchandising  ori- 
entation." This,  says  McLendon,  is 
the  Burlington  strategy.  He  adds: 
"In  addition  to  early  recognition  of 
the  value  of  market  orientation,  Burl- 
ington has  been  a  pioneer  in  advertis- 
ing and  promoting   textiles." 

Says  Raymond  J.  Saulnier,  a  mem- 
ber of  the  Council  of  Economic  Ad- 
visors during  the  Eisenhower  Admin- 
istration, in  a  recent  study  of  "Con- 
sumer Buying  Prospects"  (prepared  for 
the  Commercial  Credit  Corp. ) :  "It  is 
regrettable  that  a  slackening  in  the 
growth  of  aggregate  demand  should 
have  to  be  the  object  of  national 
economic  policy,  but  as  a  practical 
matter  it  is  only  through  such  a  slack- 
ening, and  possibly  only  if  total  ex- 
penditures drop  significantly,  that  in- 
flation can  be  overcome."  What  this 
means  for  the  manufacturer  of  con- 
sumer goods  is  that  he  must  learn  to 
woo  the  consumer  as  never  before 
since  the  economic  boom  started. 
Some  clearly  already  realize  this.  ■ 
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Pessimism  Amidst  Prospects 
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OF  MANAGEMENT 

PERFORMANCE 

Steel 


Shaking  his  head  in  disgust, 
one  geologist-turned-securities-analyst 
comments:  "Cerro  Coip.  has  increased 
its  earnings  in  six  of  the  last  eight 
years,  will  have  record  sales  in  1969, 
\et  is  selling  at  less  than  six  times 
earnings."  Cerro's  earnings  for  1969 
should  be  around  $4.50  per  share,  up 
about  5%  for  the  year,  but  its  stock 
traded  last  month  for  only  $26. 

Is  Cerro  a  bargain?  If  it's  a  bargain, 
than  it  has  a  lot  of  company  in  the 
metals  industry.  The  13  steel  com- 
panies measured  in  the  Forbes  Yard- 
sticks were  selling  at  a  combined 
average  price  earnings  ratio  of  ten 
and,  except  for  Kaiser  Steel,  at  below 
book  value.  The  18  nonferrous  com- 
paines  were  selling  at  an  average  P/E 
of  less  than  12  (sec  chart,  p.  134). 
Only  International  Nickel  Co.  of 
Canada  escapes  the  curse  of  a  low 
P/E  ratio;  its  multiple  is  a  lofty  23. 

\ft  shipments  of  steel,  copper  and 
alunu'iumi  were  at  record  levels  in 
1969.  Earnings,  though  not  at  the  all- 
liine  highs  of  196.5,  were  generalh 
good.  And  the  outlook  seems  good:  A 
growing  economy  simply  requires 
more   cars   and   trucks,   more   bridges 


and  skyscrapers,  more  electrical  cable 
and  switchbo.xes,  more  of  everything 
that's  made  from  metals.  Why,  then, 
are  investors  shunning  most  metals 
stocks?  Because  the  industry  is  going 
thiough  a  period  when  investors  and 
analysts  can  see  only  the  bad  about  it, 
none  of  the  good. 

One  big  reason  they  cite  for 
pessimism  is  that  the  industry  is  a 
cyclical  one;  investors  expect  that 
this  year's  good  earnings  will  be  fol- 
lowed by  a  slump  next  year.  Another 
problem  is  nationalization.  The  stock 
prices  of  companies  with  large  foreign 
holdings — Anaconda,  Cerro,  American 
Smelting  &  Refining,  American  Metal 
Climax,  Kennecott  Copper — have  de- 
clined as  foreign  governments  seize, 
or  threaten  to  seize,  their  mines.  In 
addition,  all  the  companies  are  suffer- 
ing from  sharply  rising  costs.  For  ex- 
ample, Inco's  new  labor  contract, 
which  came  after  a  four-month  strike, 
increases  the  company's  hourly  wage 
rate  by  30%  over  three  years.  Cer- 
tainh  rising  costs  are  nothing  new 
to  American  industry,  but  ihe  metals 
industry  has  special  problems. 

In  the  case  of  the  steel  companies. 
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Rank 
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Per- 
cent 


Kaiser  Steel 

215 

(1) 

14.0 

363 

(1) 

10.1 

416 

(6) 

7.0 

370 

(2) 

7.8 

147 

(1) 

12.1 

Allegheny  Ludlum 

318 

(2) 

12.0 

482 

(5) 

7.4 

277 

(1) 

10.0 

259 

(1) 

10.9 

521 

(9) 

-5.3 

National  Steel 

392 

(3) 

10.5 

380 

(2) 

9.7 

325 

(2) 

8.8 

522 

(6) 

3.7 

474 

(6) 

-0.7 

Artnco  Steel 

414 

(4) 

99 

415 

(3) 

9.0 

370 

(3) 

8.0 

475 

(3) 

5.5 

415 

(3) 

3.2 

Inland  Steel 

442 

(5) 

9.3 

485 

(6) 

7.3 

383 

(4) 

7.7 

513 

(5) 

4.2 

505 

(8) 

-2.8 

Republic  Steel 

460 

(6) 

8.7 

501 

(8) 

6.7 

419 

(7) 

7.0 

545 

(8) 

2.1 

470 

(5) 

-0.4 

Bethlehem  Steel 

462 

(7) 

8.7 

446 

(4) 

8.2 

388 

(5) 

7.7 

524 

(/) 

3.7 

377 

(2) 

4.4 

Interlake  Steel 

495 

(8) 

7.7 

487 

(7) 

7.3 

444 

(8) 

6.4 

512 

(4) 

4.2 

446 

(4) 

1.5 

U  S  Steel 

505 

(9) 

6.6 

523 

(9) 

5.6 

493 

(9) 

5.5 

546 

(9) 

2.0 

482 

(7) 

-1.3 

Jones  &  Laughlin 

513 
521 

(10) 
(11) 

6.2 
5.7 

546 

(10) 

3.2 

495 

(10) 

5.5 

553 

(12) 

1.7 

542 

(11) 

-15.7 

McLouth  Steel 

562 

(11) 

0.8 

502 

(11) 

5.3 

572 

(13) 

-2.4 

551 

(12) 

-37.4 

Wheeling-Pittsburgh 

550 

(12) 

M 

564 

(12) 

del. 

544 

(12) 

1.3 

551 

(11) 

1.8 

553 

(13) 

tt 

Lykes-Youngstown 

' 

** 

549 

(10) 

1.9 

535 

(10) 

-11.9 

Industry  Median 

8.7 

7,3 

\      , 

7.0 

3.7 

-1,3 
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the  reason  is  obvdous  from  the  accom- 
panying Forbes  Yardsticks:  Their 
profitability  is,  to  put  it  mildly,  sub- 
standard. And  their  earnings  growth 
is,  more  often  than  not,  an  earnings 
decline.  Most  investors  have  tired  of 
waiting  for  the  comer  to  be  turned, 
for  the  payoff  to  come  from  the  huge 
investments  of  recent  years. 

Despite  record  steel  sales  last  year, 
most  analysts  were  disappointed  with 


earnings.  They  worried  that  earnings 
would  have  been  still  worse  if  it 
weren't  for  the  surprisingly  strong 
foreign  demand  for  steel,  which 
meant  an  extra  6  million  tons  of  U.S. 
production.  But  the  industry  can't 
count  on  that  in  future  years  and 
meanwhile  steel  continues  to  lose 
sales  to  alrmiinum,  plastics,  reinforced 
concrete  and  other  substitutes. 

The  problems  in  copper,  aluminum 


SHRINKING  SHARE 

The  prosperity  of  recent  years  has  been  a  non-hardware  prosperity— more 
in  services  and  in  complex  electronics  than  in  the  kind  of  goods  that  are 
heavy  users  of  metals.  As  a  result,  the  metal  industries'  share  of  the 
gross  national  product  has  dropped  from  4.6%  to  3.4%  in  20  years. 


1,500 


1,250 


1,000 


Reflecting  the  long-range  significance  of  this  trend,  the  stock  market  has 
sharply  marked  down  the  prices  of  metal  stocks:  Since  1961  price/earn- 
ings ratios  of  steel  and  nonferrous  stocks  have  fallen  sharply. 
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and  other  nonferrous  metals  are'  not 
-SO  vividly  reflected  in  the  Yardsticks 
(see  p.  137).  In  copper,  the  nationali- 
zations in  Zambia  and  Chile  have  got- 
ten the  headlines,  but  the  worldwide 
copper  shortage  is  equally  trouble- 
some. It  has  driven  the  U.S.  price  up 
from  38  cents  to  52  cents  a  pound 
within  just  a  year  and  the  overseas 
.price  up  to  70  cents  and  more. 

How  does  that  hurt?  For  the 
primary  producers,  the  benefits  of 
higher  prices  are  short  range  only;  in 
the  longer  run  it  induces  customers 
to  find  substitute  materials,  a  prob- 
lem that  has  long  plagued  copper 
producers.  For  fabricators  like  Revere 
Copper  &  Brass  and  General  Cable, 
the  price  increases  mean,  of  course, 
that  their  raw  material  costs  go  way 
up,  especially  now  that,  as  a  result  of 
the  shortage,  they've  had  to  buy  cop- 
pei-  out.'iide  the  U.S.  where  prices  are 
even  higher. 

"Looking  ahead,  I'm  not  too  op- 
timistic," says  Lionel  D.  Edie's  chief 
economist,  Leon  Kilbert.  "Industry  is 
reluctant  to  use  copper  because  of  its 
uncertain  availability  and  widely  fluc- 
tuating price.  The  big  customers  are 
the  electric  utilities.  Aluminum  can 
do  a  better  job  of  marketing  its 
products  because  of  high  availability 
and  more  stable  prices.  Aluminum  is 
28  cents  a  pound  today,  only  3 
cents  more  than  ten  years  ago. 
Copper  is  20  cents  a  pound  more." 

But  this  hardly  means  that  alumi- 
num producers  have  easy  saihng 
ahead.  One  reason  is  the  peculiar 
economics  of  aluminum  production. 
To  operate  at  a  decent  profit,  an 
;iiumiiuim  primary  ingot  plant  must 
run  at  full  capacity:  not  80%  or  90f, 
but  lOO'/c.  The  upshot  is  a  chionic 
oversupply  of  aluminum  ingots.  There 
is  i'jso  overcapacity  in  fabricating.  So, 
while  aluminum  may  grow  faster  than 
other  major  metals,  it  promises  al.so  to 
he  the  one  most  often  in  oversupply. 

But  there's  one  bright  develop- 
ment in  the  past  year.  For  the  time 
being,  at  least,  the  metals  companies 
seem  safe  from  an)'  unwanted  take- 
overs. Though  Lykes  did  get  control 
of  Youngstown,  Asarco  beat  off  Penn- 
zoil  United.  And  the  acquisition  of 
Jones  &  Laughlin  by  Ling-Temcx)- 
Vought  is  in  the  antitrust  courts,  so 
it's  unlikely  that  other  takeovers  would 
occur  until  that  case  is  settled. 

The  more  progressive  and  profit- 
able metals  companies  have  gotten 
that  way  by  diverting  their  efforts 
into  fresh  areas  through  mergers,  in- 
ternal moves,  joint  ventures.  These 
strategies   have  been   employed   most 
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PRETAX  PROFITS 


1964    1965    1966    1967    1968    1969 

Pretax  profits  climbed  from  $51   million  in  1964  to  $97  million 
in  1969, 
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Revenues  increased  from  $839  million  to  $1,468  million. 

mA 

Bendix  reports  the  highest  revenuesj 
and  earnings  in  its  40-year  history. 


Our  annual  report  for  the  1969  fiscal 
year  will  be  mailed  soon.  Here  are  some 
of  the  final  and  audited  results  it  will 
report. 

What  we  did 

Net  earnings  of  $3.71  per  share:  12% 
above  the  $3.30  per  share  reported  in 
1968. 

Extraordinary  net  earnings  of  44  cents 
per  share  from  the  sale  of  our  share  of 
ownership  of  Computing  Devices  of 
Canada,  Ltd.  (preliminary  figures  re- 
ported earlier  stated  this  at  55  cents 
per  share). 

Total  net  earnings  of  $4.15. 
Revenues  of  $1,467,917,000:  6%  above  the  $1,388,691,000 
reported  in  1968. 

Stockholders'  equity  at  $32.25   per  share:  5%  above  the 
$30.79  reported  in  1968. 

How  we  did  it 

We   expanded   our   commercial/industrial    sales— with    their 
considerably  higher  profit  margins— to  the  point  that  they 
exceeded  government  sales  for  the  first  time  in  30  years. 
Commercial  sales  made  up  54%  of  our  total. 
We  restructured  the  Corporation  into  three  operating  groups 


The  results  of  operations  o(  companies  acqulied  on  a  poolina-ol-intetests 
basis  ate  inclucfed  for  ilie  full  year  of  acquisition  and  subsequent  veais. 
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trend  continues— reaching  54%  of  total 
>s  in  1969. 

69 

or  "companies"  to  strengthen  the  lines  \ 
of  management  control  and  improve  ( 
operating  efficiency. 
We  disposed  of  several  product  lines  ! 
and  operations— such  as  our  line  of 
semiconductors  and  our  foundries 
operations— which  were  unsatisfactory 
profit  producers  today  and  did  not  fit 
into  our  business  plans  for  tomorrow. 
We  acquired  four  companies  and  pur- 
chased the  remaining  49%  ownership 
of  Bendix-Westinghouse  Automotive  Air 
Brake  Company  we  had  not  held  for- 
merly. All  of  these  companies  are  in 
commercial  markets  which  contributed 
to  our  success  in  1969.  And  they  strengthen  our  diversifica- 
tion for  future  growth. 

And  we  set  these  records  despite  the  steady  increase  in  the 
cost  of  doing  business  every  company  faces— increases  in 
the  cost  of  labor,  materials  and  money.  These  added  costs 
were  partially  offset  by  reduced  pension  costs  resulting 
from  a  change  in  interest  rate  assumptions  approved  by  our 
actuaries.  The  net  after-tax  effect  of  this  reduction  was 
$2.6  million. 

If  you're  not  as  up-to-date  on  Bendix  as  you'd  like  to  be, 
write:  The  Bendix  Corporation,  Investor  Relations,  Southfield, 
Michigan  48075. 


BCnClIX  ^    Science  working  for  people. 
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Non ferrous  Metals 


successfully  by  outfits  like  National 
Steel,  Texas  Gulf  Sulphur,  Essex  In- 
ternational, American  Metal  Climax, 
Engelhard  Minerals  &  Chemicals  and 
Asarco.  Meaningful  diversification  is 
harder  for  the  large  primary  pro- 
ducers. U.S.  Steel,  for  example,  is 
already  big  in  cement  and  chemicals 
and  has  entered  real  estate  on  a  large 
scale,  but  its  nonsteel  businesses  are 
only  about  15?  of  its  $4.6  billion  total 
sales.  Kaiser  Aluminum  has  trumpeted 
its  diversification  into  chem.icals,  but 
they  still  are  only  13%  of  its  sales. 

Is  most  of  the  metals  business  then 
sinking  into  a  state  of  permanent  de- 
pression? You'd  think  so  from  the 
stock  market  and  from  the  almost  uni- 
versally pessimistic  tenor  of  the  news 
and  opinions.  But  there  is,  perhaps, 
another  side  to  the  story.  World  de- 
mand for  metals  is  growing  along 
with  populations  and  living  standards, 
and  the  end  is  not  in  sight.  The  big 
metals  companies  have  poured  bil- 
lions into  new  plants  and  new  mines, 
with  the  payoff  to  come.  At  the  mo- 
ment, investors  seem  to  be  focusing 
on  the  problem!,  in  the  metals  busi- 
ness rather  than  on  the  opportunities, 
but  this  could  change.  The  very  una- 
nimity of  the  pessimism  is,  by  itself, 
somewhat  su.spicious.  In  the  stock 
market,  as  elsewhere,  it  is  usually 
darkest  just  before  dawn.  ■ 


Growth.  Shipmenfs  of  alumi- 
num, fhe  fasfest  growing 
major  meial,  are  expected  fo 
double     wifhin     eight    years. 
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Texas  Gulf  Sulphur 
Essex  International 
General  Cable 
American  Smelting 
Engelhard  Minerals 


50 

87 

100 


(1) 
(2) 
(3) 
(4) 
(5) 


23.6 
22.2 
21.7 
18.6 
17.9 


40 
83 
308 
90 
81 


(1) 
(3) 
(11) 
(4) 
(2) 


21.4 
17.4 
11.2 
17.1 
17.5 


38 
45 
42 
61 
94 


(4) 
(2) 
(1) 
(3) 
(6) 


14.8 
17,8 
18.0 
16.4 
14.5 


24 
164 
416 
489 
129 


(1) 
(5) 
(14) 
(18) 
(3) 


31.7 

14.1 

6.9 

5.2 

15.5 


Kennecott  Copper 
Revere  Copper 
Kaiser  Aluminum 
Scovill  Mfg. 
Alcan  Aluminium 


275 
287 
322 
352 
375 


(11) 
(12) 
(13) 
(14) 
(15) 


12.7 
12.5 
12.0 
11.3 
10.9 


120 
483 
333 
287 
352 


(6) 
(18) 
(13) 
(10) 
(14) 


15.8 
7.4 
10.8 
11.7 
10.4 


188 
339 
437 
253 
475 


(11) 
(13) 
(16) 
(12) 
(17) 


11.7 
8.5 
6.7 

10.4 
5.9 


193 
481 
245 
131 
258 


(6) 
(16) 
(7) 
(4) 
(8) 


12.5 
5.5 
11.3 
15.5 
11.0 


16 

63 

503 

117 

83 


(1) 
(3) 
(18) 
(8) 
(5) 


73 
401 
152 

84 
220 


(4) 
(16) 
(9) 
(6) 
(12) 


37.3 
18.0 

-2.6 
13-4 
15.3 


American  Metal  Climax  117  (6)  17.2  133  (7)  15.3  152  (9)  12.5  482  (17)  5.4  289  (13)  7.1 

International  Nickel  133  (7)  16.2  173  (9)  14.2  93  (5)  14.6  423  (15)  6.7  454  (17)  0,9 

Phelps  Dodge  192  (8)  14.6  98  (5)  16.8  95  (7)  14.5  288  (10)  9.9  176  (11)  10.7 

Cyprus  Mines  227  (9)  13.8  146  (8)  14.9  135  (8)  12.9  61  (2)  22.0  50  (2)  19.1 

Cerro  256  (10)  13.1  357  (15)  10.3  157  (10)  12.4  286  (9)  10.0  346  (14)  5  4 


16.5 

3.7 

11.8 

15.3 

9.4 


Alcoa                                381 
Anaconda                          447 
Reynolds  Metals                456 

(16) 
(17) 
(18) 

10.7 
9.1 
8.8 

322 
399 
468 

(12) 
(16) 
(17) 

11.0 
9.3 
7.7 

432 
355 
499 

(15) 
(14) 
(18) 

6.8 
8.3 
5.4 

403 
342 
353 

(13) 
(11) 
(12) 

7.1 
8.5 
8.1 

106 
161 
380 

(7) 
(10) 
(15) 

13.8 

11.2 

4.4 

Industry  AAedian 

13.J 

13.0 

12.S^ 

10.0 

11.5 

Note:  Explanation  of  yardstick  calcula 

ions  on 

page  43. 
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...iM  ike  course  oj  geHing 
ana  aomcj  business. 


Some  business  is  done  in  the  office. 

Lots  of  business  is  done  on  the  golf  course,  especially  at  the  19th  hole. 

But  317  times  more  business  is  done  with  knives  and  forks  than  with  golf  sticks.* 

More  of  the  Big  Deals  and  littler  deals,  more  of  the  big  sales  and  certainly  the  most  sales  are  made  in  New  York  restaurants  than 

anywhere  else  in  the  world.  Because  Xew  York  is  the  headquarters  for  more  major  American  business,  for  more  buyers  and  sellers,  than 

any  other  city  on  earth.  The  plants  that  make  the  stuff  that's  sold  are  scattered  all  over  the  country,  but  the  sales  take  place  in  the  caves 

>f  that  man-made  granite  mountain  on  Manhattan. 

In  Xew  York  City  too  often  eating  out  means  eating  your  heart  out.  Mediocre  food.  Frustrating  "service."  Astronomic  prices  for 
t;astronomic  disasters. 

VVhy  eat  your  money  to  no  good  purpose? 

Beginning  with  the  first  issue  of  Forbes  Magazine's  new  Restaurant  Guide,  you  can  know  where  it's  at  in  New  York. 

Take  the  guesswork  out  of  how  to  dine,  wine  and  win  friends  and  influence  clients.  Become  a  charter  subscriber  to 

FORBES  MAGAZINE'S  RESTAURANT  GUIDE 


Starting  January  1,  1970,  and  every  week  thereafter  —  Forbes 
Magazine's  Restaurant  Guide  will  tell  you  where  and  hoic  much 
—  the  best  eating  is  in  New  York  City. 

It  is  a  sound,  skillfully  edited  guide  for  the  discriminating 
executive-entertainer  who  wants  the  thrill  of  "discovering"  a  truly 
outstanding  restaurant— and  the  joy  of  having  his  guests  enjoy  it 
as  much  as  he  does. 

Here's  how  it  will  be  new  and  different: 

1.  Forbes-trained  reporters  visit  restaurants  incognito  to  git  the 
true  picture  of  the  everyday  food  and  service.  No  review  will 
be  made  unless  at  least  two  different  staff  members  have  had 
their  impressions  compared  and  evaluated. 

2.  Each  review  will  be  complete  in  every  detail— location— reser- 
vation instructions— credit  card  details- quality  of  wine  list- 
hours  open— cost  of  meals  served  and  price  range  of  other 
meals  —  decor  and  atmosphere  —  type  of  clientele  —  and,  if 
applicable,  notes  on  history,  restauranteur,  chef,  maitre  d' 
and  other  highlights  which  might  add  to  your  enjoyment  of 
a  particular  restaurant. 

3.  Ratings,  from  none  to  one  to  a  very  rare  few  four  stars,  w  ill 
be  based  on  overall  excellence  —  but  the  accent  will  be  on 
food.  A  restaurant  will  never  receive  a  higher  rating  than 
the  food  deserves.  Decor  or  service  can  lower  a  rating,  but 
never  raise  it. 

•    4.  A  variety  of  reporters  will  give  you  an  individual's  insight 

into  what  is  colorful  and  important,  rather  than  the  usual 

stereotyped  review.  It  will  be  a  "one-stop"  guide  to  help  you 

select  new  and  different  restaurants  you  will  want  to  add  to 

your  list  of  favorites. 

Although  this  will  be  "the"  guide  to  New  York  dining,  you  will 

also  receive,  from  time  to  time,  interesting  Special  Reports  on 

such  gourmet  subjects  as : 

The  whys,  ivhats,  and  hoics  of  tcines 
Who  sits  where 

How  to  "read"  a  menu 
Tips  on  tipping 
Lists  of  "off  beat"  restaurants  for  little  lunches  or  big  dinners 
Where  to  get  the  biggest  and  driest  martinis 
Details  on  specific  foreign  cuisines 
Spots  for  that  "intimate  rendezvous" 
Notes  on  table  culture 

'According  to  figures  we  just  made  up. 


And,  very  important,  a  periodic  cumulative  index  will  help  you 
(juickly  and  conveniently  to  build  up  your  own  guide  to  New 
York's  finest  restaurants  —  have  a  fast  "locator"  of  exactly  the  type 
of  restaurant  you  wish  for  that  important  buyer. 

In  short,  Forbes  Magazine's  Restaurant  Guide  will  be  your  own 
"comparison  shopper."  Backed  by  the  vast  resources  of  the  Forbes 
organization  and  edited  with  the  same  meticulous  attention  to 
fact  and  detail  that  is  found  in  the  internationally-known  and 
respected  Forbes  Magazine,  it  will  be  your  personal  guide  to  where 
and  how  much  the  good  eating  is  in  New  York  City. 

To  see  for  yourself  how  important  a  business  asset  Forbes 
Magazine's  Restaurant  Guide  can  be  for  you,  accept  this  invitation 
to  become  a  charter  subscriber  at  the  special  charter  subscription 
rate  of  $24  for  the  first  52  issues.  The  subscription  rate  after  pub- 
lication starts  will  be  $36  a  year. 

ACT  NOW!  SAVE  YOURSELF  $12 
AND  FROM  ULCERS! 


iOMliR«lMEttWIISfi^iIi!»5IM«ra 


FORBES  MAGAZINE'S 

60  FIFTH  AVENUE,  NEW  YORK,  N.Y.  10011 

□  Please  send  me  Forbes  Magazine's  new  Restaurant 
Guide  for  one-year  (52  weekly  issues  covering  over 
200  restaurants).  I  understand  I  am  entitled  to  your 
"Charter  Subscriber"  rate  of  $24  annually  instead  of 
the  regular  $36  rate. 

n  $24  enclosed  ( 2  Extra  Issues )  Q  Bill  me 


NAME- 


ADDRESS- 


CITY- 


STATE- 
R-0129 


-ZIP- 


Finance 


The  accoun  tan  ts  are  changing 

the  rules  for  reporting 

ban/(  earnings,  and  possibly 

for  insurance  earnings,  too. 

Watch  the  changes  carefully. 


YARDSTICKS 

OF  IVIANAGEIVIENT 

PERFORMANCE 


Under  the  traditional  accounting 
methods,  using  figures  reported 
through  September  of  last  year, 
Forbes  Yardsticks  for  the  financial 
companies  show  the  following  picture: 

The  commercial  banks  rank  well 
up  on  the  list.  With  the  prime  rate 
at  8.5%  that  is  a  foregone  conclusion. 

Small-loan  companies,  however,  are 
not  so  lucky  during  periods  of  tight 
money  as  in  1969.  They  must  borrow 
money  at  higher  and  higher  interest 
rates  while  the  rates  they  charge  on 


their  loans  have  long  since  reached 
the  legal  maximum.  But  the  squeeze 
is  relative.  Because  they  do  charge 
the  top  legal  rate,  the  finance  com- 
panies still  rank  high  in  profitability. 
^For  the  casualty  insurance  com- 
panies it  has  been  one  disaster  after, 
another:  hurricanes,  floods,  rising  car 
insurance  claims,  tough  ratemakers, 
declining  securities  prices.  Life  insur- 
ance outfits  have  fared  better,  but 
the)',  too,  are  the  victims  of  two  dis- 
(Continued  on  page  145) 


'                                      HOW  THEY  RANK: 

A- 

■AMONG  ALL 

COMPANIES 

B-IN  OWN  INDUSTRY 

PROFITABILITY 

GROWTH 

5-Year 

Latest  12-M 

onth 

5-Year  Return 

5- Year  An 

nual 

5-Year  Annual 

Return  on  Equity 

Return  on  Equity 

or 

Total  Capital 

Sales  Growtti 

Earning 

.  Per  Share  Growth 

Rank 

Per- 

Rank 

Per- 

Rank 

Per- 

Rank 

Per 

Rank 

Per- 

Company 

A 

B 

cent 

A 

B 

cent 

A 

B 

cent 

A 

B 

cent 

A 

B 

cent 

Govt  Employees  Ins 

55 

(1) 

20.8 

75 

(3) 

18.1 

24 

(1) 

20.8 

115 

(10) 

16.3 

136 

"oof 

"  12.4 

GAC  Corp 

82 

(2) 

19.1 

49 

(1) 

20.5 

■^:a 

177 

(22) 

13.5 

120 

(7) 

13.3 

Investors  DIv  Serv 

100 

(3) 

17.9 

129 

(4) 

15.5 

73 

(2) 

15.7 

548 

(45) 

1.9 

394 

(40) 

4.0 

Beneficial  Finance 

105 

(4) 

17.5 

251 

(17) 

12.5 

424 

(32) 

6.8 

335 

(34) 

8.6 

315 

(33) 

6.4 

AVCO 

150 

(5) 

15.8 

203 

(11) 

13.6 

289 

(22) 

9.6 

41 

(3) 

25.4 

250 

(21) 

8.3 

Household  Finance 

167 

(6) 

15.3 

165 

(7) 

14.4 

423 

(31) 

6.8 

321 

(31) 

8.9 

210 

(18) 

9.8 

Sears,  Roebuck 

183 

(7) 

14.9 

203 

(11) 

13.6 

130 

(4) 

13.0 

337 

(35) 

8.6 

268 

(24) 

7.8 

Bank  America 

244 

(8) 

13.4 

161 

(6) 

14.4 

122 

(3) 

13.4 

224 

(24) 

11.7 

194 

(16) 

10.1 

CIT  Financial 

244 

(9) 

13.4 

235 

(13) 

12.9 

501 

(39) 

5.3 

379 

(38) 

7.7 

390 

(39) 

4.1 

Marine  Midland 

249 

(10) 

13.3 

136 

(5) 

15.2 

233 

(13) 

10.8 

135 

(15) 

15.4 

191 

(15) 

10.2 

Crocker  National 

290 

(11) 

12.5 

201 

(10) 

13.7 

299 

(23) 

9.3 

266 

(2S) 

10.6 

294 

(29) 

6.9 

Bankers  Trust 

294 

(12) 

12.4 

276 

(20) 

11.9 

250 

(15) 

10.4 

95 

(5) 

18.1 

331 

(37) 

5.8 

Security  Pacific 

303 

(13) 

12.2 

200 

(9) 

13.8 

170 

(5) 

12.1 

230 

(25) 

11.6 

183 

(14) 

10.5 

First  Natl  City 

321 

(14) 

12.0 

247 

(16) 

12.6 

265 

(17) 

10.1 

170 

(19) 

13.9 

269 

(25) 

7.8 

American  General 

330 

(15) 

11.7 

269 

(19) 

12.1 

187 

(6) 

11.7 

75 

(4) 

19.7 

36 

(3) 

22.5 

Chase  Manhattan 

331 

(16) 

11.7 

244 

(15) 

12.7 

265 

(17) 

10.1 

120 

(12) 

16.1 

278 

(27) 

7.4 

Conill 

334 

(17) 

11.6 

292 

(23) 

11.6 

191 

(7) 

11.6 

125 

(14) 

15.8 

297 

(31) 

6.9 

Mfrs  Hanover  Trust 

338 

(18) 

11.6 

239 

(14) 

12.8 

208 

(9) 

11.3 

121 

(13) 

16.1 

171 

(12) 

11.0 

Franklin  Life  Ins 

340 

(19) 

11.5 

325 

(27) 

10.9 

198 

(8) 

11.5 

479 

(44) 

5.5 

397 

(41) 

3.8 

Western  Bancorp 

347 

(20) 

11.4 

180 

(8) 

14.1 

270 

(19) 

10.1 

174 

(21) 

13.7 

179 

(13) 

10.7 

Chemical  Bank 

350 

(21) 

11.3 

261 

(18) 

12.2 

221 

(11) 

11.0 

105 

(9) 

17.2 

298 

(32) 

6.8 

Provident  Life 

354 

(22) 

11.3 

311 

(25) 

11.1 

237 

(14) 

10.7 

235 

(26) 

11.5 

204 

(17) 

10.0 

Crum  &  Forster 

363 

(23) 

11.1* 

411 

(31) 

9.1 

216 

(10) 

ll.lt 

104 

(8) 

17.4 

281 

(28) 

7.3 

Safeco  Corp 

378 

(24) 

10.8 

438 

(34) 

8.4 

231 

(12) 

10,8 

325 

(32) 

8.8 

235 

(19) 

8.9 

Morgan,  J  P 

380 

(25) 

10.7 

290 

(22) 

11.6 

255 

(16) 

10.3 

102 

(7) 

17.5 

255 

(22) 

8.2 

Wells  Fargo 

387 

(26) 

10.5 

288 

(21) 

11.7 

327 

(25) 

8.7 

173 

(20) 

13.7 

239 

(20) 

8.7 

American  Express 

410 

(27) 

10.1 

292 

(23) 

11.6 

270 

(19) 

10.1 

117 

(11) 

16.3 

19 

(2) 

32.3 

First  Chicago  Corp 

411 

(28) 

10.0 

390 

(29) 

9.5 

274 

(21) 

10.0 

166 

(18) 

14.1 

273 

(26) 

7.7 

Transamerica 

413 

(29) 

10.0 

313 

(26) 

11.1 

336 

(27) 

8.5 

153 

(17) 

14.5 

367 

(38) 

4.6 

Lincoln  National 

454 

(30) 

8.8 

431 

(33) 

8.6 

323 

(24) 

8.8 

478 

(43) 

5.5 

329 

(36) 

6.0 

Connecticut  General 

456 

(31) 

8.8 

376 

(28) 

9.8 

395 

(30) 

7.5 

253 

(28) 

11.1 

156 

(11) 

11.2 

CNA  Financial 

458 

(32) 

8,8t 

443 

(35) 

8.3 

'■  = 

409 

(39) 

7.0 

47 

(4) 

19.6 

NLTCorp 

461 

(33) 

8.7 

429 

(32) 

8.6 

328 

(26) 

8.7 

473 

(41) 

5.5 

257 

(23) 

8.1 

Jefferson  Pilot 

477 

(34) 

8.3 

479 

(38) 

7.5 

351 

(28) 

8.3 

436 

(40) 

6.5 

399 

(42) 

3.8 

St.  Paul  Companies 

478 

(35) 

8.3t 

443 

(35) 

8.3 

355 

(29) 

8.3* 

192 

(23) 

12.6 

130 

(9) 

12.7 

American  National 

500 

(36) 

6.8 

509 

(42) 

6.4 

427 

(33) 

6.8 

476 

(42) 

5.5 

469 

(45) 

-0.3 

U  S  Fidelity 

501 

(37) 

6.7 

495 

(40) 

7.1 

435 

(34) 

6.7 

334 

(33) 

8.6 

86 

(6) 

15.1 

Travelers 

509 

(38) 

6.4 

528 

(45) 

4.8 

447 

(35) 

6.4 

315 

(30) 

9.2 

467 

(44) 

-0.2 

Chubb 

511 

(39) 

6.4 

500 

(41) 

6.7 

453 

(36) 

6.3 

99 

(6) 

17.7 

295 

(30) 

6.9 

Aetna  Life  &  Casualty 

514 

(40) 

6.1 

534 

(46) 

4.4 

462 

(37) 

6.1 

249 

(27) 

11.1 

518 

(46) 

-5.1 

Hertford  Fire  Ins 

516 

(41) 

6.1 

486 

(39) 

7.3 

464 

(38) 

6.1 

346 

(36) 

8.3 

122 

(8) 

13.1 

INA 

533 

(42) 

4.6 

521 

(44) 

5.7 

518 

(40) 

4.6 

374 

(37) 

7.8 

325 

(35) 

6.1 

Continental  Corp         : 

i<--.i 

518 

(43) 

6.0       >. 

i*~' 

;»« 

»■* 

60 

(5) 

18.4 

Contro!  Data               | 

tt» 

407 

(30) 

9.2       i 

^, 

tt« 

141 

(16) 

15:1 

401 

(43) 

3.6 

Federal  Nail  Mortgage 

; 

*a 

454 

(37) 

8.1 

H^H 

1 

«« 

30 

(2) 

30.1 

320 

(34) 

6.3 

Leasco  Data  Pracess    f 

- 

90 

61 

(2) 

19.2       ! 

^H 

f 

<«« 

14 

(1) 

43.0 

11 

(1) 

40.6 

Industry  Median 

U.3 

11.6 

10.1 

12.6 

8.0 

Note:  E.«pl>nation  of  yardstich  caicu 

lations  on  page  43. 

"Not  available. 

tThree  year 

average 
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{Continued  from  page  140) 
tinbing  trends:  one  to  term  insurance, 
the  other  to  equity  investments   like 
mutual  funds. 

That,  ver>  briefly,  is  the  picture 
now.  It  ma>  not  be  the  picture  a 
\ear  from  now.  Why?  Because  the 
.ic-c-ountants  have  found  that  what  the 
banks  and  insurance  companies  call 
earnings  do  not  tell  enough.  The\ 
.ire  beginning  to  force  some  major 
clianges  in  accounting  methods.  For 
^he  banks,  the  changes  became  ettec- 

ive  at  the  end  of  1969;  for  the  in- 
surance companies  they  are  still  under 
study  by  the  Americ-an  Institute  of 
Certified  Public  Accountants  but  could 
be  effective  this  year  or  next. 

Watch     these     changes     carefully. 
During  the  changeover  period,  for 

\ample,  a  company's  earnings  could 
appear  to  rise  when  in  fact  its 
profitability   has   deteriorated.    In   ad- 

lition,  the  rules  changes  could  make 
;!  advantageous  for  banks  to  operate 
for  the  short  run  in  ways  that  are 
potentially  hannful   in   the  long  nm. 

Quite  Different 

Under  the  new  rules,  banks  will 
eport  profit.,  after  bond-market  trans- 
ictions  and  after  deduction  of  loan 
I  isses  instead  of  before  these  items. 
What  will  this  mean?  Hanks  have 
been  losing  monex'  on  bonds  in  recent 
\cars,  and  there  are  always  loan 
osses.  For  the  BaiikAmerica  Coip., 
b;)nd  and  loan  losses  would  have  re- 
duced its  reported  196S  net  of  S4.26 
per  share  by  19%  to  $3.46;  First  Chi- 
cago Corp.'s  would  have  been  cut  all 
the  wa>   from  S5.08  to  $2.85. 

While  this  will  state  bank  earnings 
more  realistically,  and  conservatively, 
there  will  be  drawbacks.  There  al- 
ways are.  "You'xe  returned  to  an  ac- 
counting system  that  was  found  want- 
ing 20  years  ago,"  says  Harry  \'. 
Keefe,  president  of  Keefe,  Bruyette 
&  Woods,  a  specialist  in  bank  secu- 
rities. If  the  banks  needed  cash  and 
were  forced  to  sell  securities,  they 
picked  those  which  had  profits,  and 
earnings  remained  unimpaired. 

"You're  encouraging  management 
to  take  profits  and  let  the  losses  run — 
and  that's  encouraging  bad  manage- 
ment," Keefe  goes  on.  "This  year,  I 
know  banks  that  are  going  to  show 
net  profits  up  because  they  took  bond 
profits,  though  maybe  98%  of  their 
portfolio  was  a  loss.  They  sold  the  2% 
where  there  was  a  profit.  This  is 
what  banks  did  historically  and  that's 
why  analysts  got  away  from  it."  The 
good  part  is  that  anything  that  moves 
important    profit    information    out    of 
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Double  Exposure.  The  proposed  new  earnings  reporting  for  insurance  com- 
panies (see  story)  will  subject  profits  to  the  vicissitudes  of  the  stock  market 
as  well  as  unexpected  sharp  drops  caused  by  insured  disasters  like  floods. 


the  recesses  of  the  annual  report  to 
the  first  page  helps  stockholders. 

The  proposed  accounting  changes 
in  insurance  won't  allow  manipulation. 
Profits  will  include  all  capital  gains 
and  losses — realized  and  unrealized — 
in  the  companies'  big  stock  portfolios 
during  the  year  or,  possibly,  a  five- 
\'ear  average  to  iron  out  market  ups 
and  downs.  The  current  Yardsticks 
include  only  dividends  and  interest 
income  from  investments,  plus  under- 
writing profits  (or  losses). 

Future  Yardsticks,  then,  will  show 
just  how  important  portfolio  manage- 
ment is  to  the  insurance  companies. 
Travelers  and  Hartford  Fire,  for  in- 
stance, now  have  about  the  same 
profitability.  But  if  the  new  rules  had 
been  in  effect  for  the  five  years 
through   1968,   Hartford  would  have 


increased  its  earnings  by  90%  by  add- 
ing realized  and  unrealized  stock- 
market  gains.  Travelers,  on  the  other 
hand,  would  have  added  only  19% 
with  its  market  gains.  Hartford's 
profitability  would  have  been  nearly 
doubled — putting  it  in  the  banks' 
class — while  Travelers'  still  would 
have  been  well  below  average.  Profit- 
ability leader  Government  Employees 
Insurance  (GEICO),  whose  asset 
management  hasn't  nearly  matched 
its  genius  for  underwriting,  has  only 
averaged  market  gains  of  12%  a  year. 
What  are  earnings?  As  Forbes  said 
in  a  1967  cover  story,  they  are  largely 
what  a  company  and  its  accountants 
say  they  are.  But  changes  like  the 
above  will  in  the  long  run  force 
all  financial  companies  at  least  to 
speak  the  same  language. 
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Finance 

Under 
Their  Noses 


Bankers  and  insurance  men 

had  it  pretty  easy  in  the  past 

Now  they  have  to  wor/( 

for  a  living. 


Financial  institutions — banks  and 
life  insurance  companies  particularly 
— used  to  lead  a  happy  life.  Money, 
which  was  the  raw  material  they 
turned  into  loans  and  investments, 
cost  them  nothing  or  very  little.  So 
they  could  afford  to  lend  it  out  at 
moderate  rates  and  still  turn  a  nice 
profit.   No   sweat. 

The  party  is  over.  An  increasing 
reluctance  on  the  part  of  corporations 
to  maintain  nonearning  bank  deposits 
hurt  the  banks.  A  growing  preference 
on  the  part  of  individuals  to  buy  mu- 
tual funds,  or  at  least  higher-yielding 
securities,  hurt  the  life  insurance  com- 
panies. Then  came  the  Great  Money 
Squeeze  of  the  Sixties — and  what  had 
once  been  the  banks'  virtually  for  the 
taking  became  both  hard  to  get  and 
very  expensive. 

In  order  to  continue  attracting 
money  and  to  be  able  to  pay  the 
price  demanded  for  it,  the  financial 
institutions  have  had  to  raise  interest 
ratej  to  the  sky  as  well  as  look  for 
ways  to  squeeze  more  profit  out  of 
what  they  already  had.  The  bankers 
and  insurance  men  now  are  having  to 
work  for  a  living. 

They  were  jerked  to  realit\'  even 
more  when  takeover  artists  started  to 
eye  their  pools  of  capital.  Suddenly 
t'ley  were  under  unrelenting  pressure 
•     manage  better  or  be  taken  over  by 

vnebody  who  thought  he  could. 

In  the  last  16  months,  this  did  hap- 
pen to  Home  Insurance  (taken  over 
by  City  Investing),  Rehance  Iri.sur- 
ance  (Leasco  Data  Processing  Equip- 
ment), Great  American  (National 
General)  and  Hartford  Fire  (Inter- 
national Telephone  &  Telegraph). 
The  Justice  Department  is  seeking  to 
upset  the  Harfford-ITT  deal  however. 
The  banks  have  not  been  overlooked 
either.  Leasco  alarmed  the  banking 
establishment  early  last  \ear  when  it 
made  an  unsuccessful  attempt  to  take 
over  Chemical  New  York,  the  nation's 
sixth-largest  bank. 

What's  interesting  is  thai  since 
changing  times  have  forced  them  to 


work  harder,  the  financial  giants  are 
finding  they  have  been  sitting  on  un- 
tapped riches.  For  a  starter,  they 
found  they  could  make  their  basic 
money-lending  business  more  profit- 
able. Instead  of  merely  lending 
money  and  collecting  interest,  for 
example,  they  are  taking  less  interest 
and  adding  equity  kickers,  hoping  for 
a  greater  over-all  return. 

A  bank  mav  take  stock  or  warrants 


to  buy  stock  in  a  new  little  company 
it  lends  money  to.  An  insurance  com- 
pany may  take  a  stock  position  in  a 
-new  construction  project  it  is  .finan- 
cing. CNA  Financial,  for  example,  has 
taken  a  50%  interest  in  a  new  Hilton 
Hbtel  to  be  built  near  Chicago's 
O'Hare  Airport.  Proceeding  a  step 
further,  three  insurance  companies — 
Aetna  Life  &  Casualty,  American 
General  and  Prudential — have  formed 
joint  companies  with  three  large  con- 
struction outfits  to  develop  large  par- 
cels of  real  estate. 

This  does  not  mean,  of  course,  that 
the  lenders  are  anxious  to  increase 
their  risk.  But  for  years  they  have 
seen  borrowers  who  kept  all  the 
equity  reap  the  big  rewards,  and 
now  are  determined  to  cut  themselves 
in.  "The  insurance  companies  want  a 
piece  of  the  action  now,"  says  Donald 
Kramer,  insurance  analyst  for  First 
Manhattan  Corp.  "But  they  have  been 
the  action  all  along.  Real-estate  deals 
were  conceivable  where  you  could 
borrow  1 10%.  You'd  walk  out  with  net 
cash  and  convince  the  insurance  cem- 
pany  it  had  made  a  good  deal  because 
it  was  getting  the  prevaiHng  interest 
rate."  But  no  more. 

Good  Thing  Going 

"We  always  ask:  What  are  we  go- 
ing to  get  besides  interest?"  says  James 
H.  Torrey,  senior  vice  president  for 
investments  for  Connecticut  General 
Insurance.  "As  long  as  we  have  infla- 
tion that  runs  2.5%  and  up  per  year, 
there's  going  to  be  a  desire  on  the 
part  of  lenders  to  give  up  some  in- 
terest income  and  take  some  kind  of 
participation." 

Leasing  is  another  way  they  have 
found  to  make  the  same  money  earn 
more.  Instead  of  lending  money  to  an 
oil-e.xploration  company  for  a  new 
drilling  rig,  for  instance,  the  lenders 
now  bu\  the  rig  themselves  and  lease 
it  to  the  oil  company.  "It's  the  same 
money  we  would  have  lent  to  some- 
body," says  American  General  Presi- 
dent Benjamin  N.  Woodson,  "and  the 
return  is  greater."  Why?  Because  the 
oil-drilling  company  in  the  long  run 
pays  more  than  it  would  have  if  it 
bought  the  equipment  outright  or  bor- 
rowed the  full  amount.  The  leasing 
company  also  hopes  that  the  equip- 
ment still  will  have  some  value  after 
it  has  been  fully  depreciated. 

American  General  started  its  leas- 
ing business  from  scratch.  Chase  Man- 
hattan tried  to  get  a  head  start  last 
year  by  agreeing  to  acquire  U.S. 
Leasing  International,  which  had  an- 
nual earnings  of  about  $2.2  million. 
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Eow  to  build 

i  successful 

building. 


New  York  Stock  Ezchanga  Ticker  Symbol:  TIS 


There's  no  secret  to  building  a  successful  building. 
We've  been  doing  it  for  over  70  years. 

First,  you  find  the  right  site.  Then  you  design  the 
right  size  building . . .  making  sure  it  has  the  right 
facilities,  the  right  space,  the  right  layout. 

Then  you  just  build  it . . .  using  the  right 
materials,  the  right  techniques,  the  right 
time-and  labor-saving  methods.  You  rent  it 
to  the  right  tenants,  and  run  it  the  right  way. 


You  can  tell  it's  a  success  when  it  brings 
convenience,  efficiency  and  prestige  to  its  tenants, 
a  fair  return  to  its  owners,  and  a  new  measure  of 
vitality  to  its  surroundings. 

There's  a  short  cut  to  all  this.  Contact  the 
nation's  No.  1  builder  . . .  Tishman,  the  all- 
professional  company. 

Tishman  is  making  America  look  up. 


ishman 


Tishman  Realty  &  Construction  Co.,  Inc. 
666  Fifth  Avenue,  New  York,  NY.  10019 
Owner/Builder  •  Consultant/Contractor 
Management  •  Research 


JBSIDI ARIES:  NEW  YORK  •  CHICAGO  •  LOS  ANGELES  •  SAN  FRANCISCO  •  CLEVELAND  .  PHILADELPHIA  •  NEW  ORLEANS  •  BUFFALO*  ROCHESTER 
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CNA  Financial,  which  acquired  a 
.■nuch  smaller  ccmpany  in  1969,  still 
expects  to  have  SI  billion  of  equip- 
ment on  lease  in  only  six  years. 

The  Ofher  Guy's  Money 

Connecticut  General  even  has  found 
it  can  make  a  nice  profit  in  lending 
ivithout  lending.  "We  guarantee  loans 
of  corporations  that  don't  have  the 
strength  we  have,"  explains  Torrey. 
"They  might  have  to  borrow  at  141 
interest;  our  credit  can  get  them  9%." 
In  return,  the  borrower  pays  CG  a  fee. 
"We  can  peel  off  a  guaranty  fee  in 
the  neighborhood  of  3%  without  using 
money,"  says  Torrey.  And  the  total  of 


about  12%  the  borrower  pays  still  is 
well  below  the  14%  he'd  pay  otherwise. 
The  financial  companies'  recent 
foray  into  the  debt  market  has  only 
scratched  the  surface  of  some  signi- 
ficant possibilities.  As  a  rule  of  thumb, 
a  bank  can  borrow  about  one-third  of 
its  net  worth.  Only  a  few,  like  Chase 
Manhattan,  First  National  City  and 
Marine  Midland,  have  borrowed  any- 
where near  that,  and  several  have  yet 
to  borrow  a  penny.  This  means  that 
BankAmerica,  holding  company  for 
the  largest  U.S.  bank,  has  untapped 
borrowing  power  of  about  $350  mil- 
lion. Manufacturers  Hanover  could 
borrow  something  like  $210  million. 


BANK  ROBBERY 

Bank-issued  certificates  of  deposit  suddenly  lost  out  to  investments  like 
commercial  paper  when  their  top  legal  interest  rate  (6'^%)  fell  below 
others.  The  banks  tried  to  recoup  with  their  own  commercial  paper,  but 
the  Federal  Reserve  proposed  a  6Vi%  ceiling  on  that  too.  So,  the  banks 
still  are  scratching  for  new  sources  of  money  and  profits,  (see  story) 


Conill  Corp.  about  $164  million.  If 
BankAmerica  borrowed  to  the  hilt  at 
the  recent  cost  of  debt,  and  continued 
to  earn  its  same  rate  of  return  (13.4%), 
it  could  add  about  $47  million,  or 
32%,  to  earnings. 

The  trick  is  to  find  businesses  that 
will  show  that  rate  of  return.  Where 
the  banks  go  and  how  may  be  decided 
by  the  Government.  Congress  seems 
determined  to  limit  expansion  to  finan- 
cial services — which  is  really  all  most 
banks  want  anyway.  Even  here  there 
are  problems.  Insurance  is  a  financial 
service,  but  the  Justice  Department 
stopped  First  National  City  from  ac- 
quiring a  big  insurer,  Chubb  Corp. 

Insurance  companies  have  been 
even  slower  than  banks  to  adopt  the 
debt  approach.  St.  Paul  Companies, 
late  in  1969,  was  the  first  to  take  the 
plunge — to  get  money  for  its  acquisi- 
tion program.  The  insurers  may  have 
more  borrowing  potential  than  the 
banks  since  they  have  no  federal  regu- 
lator, like  the  Federal  Reserve,  that 
might  slap  a  limit  on  them. 

"Your  limitation,"  says  Connecticut 
General's  Torrey,  "would  be  what  the 
marketplace  was  v^alling  to  lend. 
They'd  look  at  our  holding  company 
and  see  that  we  have  stock  in  the  life 
company  that's  worth  $1.5  billion. 
The\'d  look  at  Aetna  Insurance  Co. 
[a  subsidiary]  and  put  a  value  on  that, 
say  $200  million.  So  you've  got  $1.7 
billion  as  equity."  Even  one-third  of 
that  is  nearly  $600  million.  "There's 
no  reason  why  we  wouldn't  borrow," 
says  Torrey.  "That  might  be  the  best 
way  to  make  an  acquisition." 

Some  insurance  men  are  not  only 
willing,  they're  determined  to  use 
debt.  A  prime  example  is  INA  Coip.'s 
new  chairman,  John  T.  Gurash.  It's 
no  secret  that  IN.A  has  been  threat- 
ened with  a  takeover.  A  big  reason  is 
its  $400  million  or  more  in  "surplus 
surplus, "  that  is,  money  in  excess  of 
what  is  required  b\  any  state  regula- 
tor as  protection  for  policyholders. 

Gurash  wants  to  borrow  as  much  as 
possible  on  that  money  and  build  a 
conglomerate  of  his  own.  "We  will 
make  deals  for  stock,"  he  says,  "and 
then  pour  the  suiplus  into  the  accjui- 
sitions.  We're  a  manufacturer  of  capi- 
tal. We  ought  to  combine  that  with  a 
chewer-up  of  capital.  We've  studied 
airlines  [a  deal  for  World  Airways  died 
in   1968],  hotels,  leisure." 

INA  has  accjuired  stock  that  can  be 
used  for  such  acquisitions  in  a  bit  of 
nimble  footwork  that  characterizes  how 
innovative  the  old  insurance  mone\ 
managers  have  become  (Forbes,  Nov. 
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1).  INA  has  acquired  659,000  of 
its  own  shares  in  exchange  for 
stork  of  other  companies  it  had  car- 
ried in  its  investment  portfolio  for 
\ears.  Huge  capital  gains  had  accrued 
on  this  portfolio  stock,  but  b\  chang- 
ing it  for  its  own  shares,  IX.\  a\oided 
a  capital-gains  tax. 

The  insurers  also  have  been  able  to 
use  the  big  losses  the>  all  ha\e  in 
their  bond  portfolios  to  duck  capital- 
gains  taxes.  "We've  got  bond  losses 
in  tremendous  luimbers,"  sa\s  CG's 
Torre>.  "An\  time  ue  take  a  profit  in 
the  stock  market,  we're  able  to  find  a 
bond  to  offset  it. " 

Then  CG  and  Tra\elers  Corp.  have 
started  lending  stock  to  brokers  for 
use  in  short  sales.  The  broker  puts  up 
ca.sh  c-ollateral  of  more  tluui  lOO'i,  in- 
creasing it  if  the  market  price  of  the 
stock  goes  up.  ( Hut  the  cash  collateral 
is  not  reduced  if  the  stock  price  goes 
down.)  The  insurance  company  con- 
tinues to  get  any  dividends  on  the 
stock.  "\Ve  use  the  cash  in  the  short- 
term  market,"  sa>s  Torre\,  "and  will 
take  in  8%  interest  today.  It's  a  per- 
fectly riskless  proposition  for  us." 

Speculation   Too 

Of  course,  the  best  gains  to  be  made 
from  those  huge  stock  portfolios  will 
come  through  more  aggressive  invest- 
ment management.  Hartford  Fire,  for 
example,  has  S800  million  worth  of 
common  stocks.  In  recent  years,  its 
realized  and  unrealized  capital  gains 
on  that  portfolio  have  averaged  about 
•S35  million  a  \ear.  If  moving  into 
faster-growing  stocks  and  trading  more 
to  take  advantage  of  market  zigzags 
would  give  Hartford  even  I'i  more 
annual  growth  from  its  stock  portfolio, 
it  would  mean  an  additional  So  mil- 
lion a  year  in  gains. 

Hut  aggressive  management  today 
implies  at  least  some  speculation. 
W  ith  our  eyes  open,  we're  going  out 
and  taking  large  risks,"  sa\s  Torrev. 
In  1969  about  10*<  of  CG'.s' SllO-mi'l- 
lion  stock  portfolio  was  set  aside  for 
more  speculative  investing.  Hartford 
and  others  have  similar  plans.  The 
risks  are  greater,  certainly,  but  a  few 
years  ago  .some  insurance  companies 
considered  ecjuity  kickers  risky. 

Of  course,  the  true  test  of  such  in- 
novations will  only  come  with  time.  It 
takes  vears  for  some  real-estate  deals 
to  come  through — or  tail.  Productive 
changes  in  an  SSOO-milliou  stock  port- 
folio aren't  made  overnight.  But  one 
thing  alreadv  has  been  proved:  If 
management  is  looking  for  new  sources 
of  profit,  it  can  start  by  looking  around 
its  own  backvard.  ■ 


Kentucky 

The  emerging  energy  capital  of  the  world 


Kentucky's  total  energy  resources 
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are.being  researched  in  Kentucky-now! 

Locate  your  new  plant  where  the  scientific  action  is  ...  in  Kentucky.  A  fountainhead 
of  resources  for  energy,  Kentucky  has  one  of  the  largest  known  reserves  of  bituminous 
coal,  abundant  low  cost  electrical  energy,  and  extensively  produced  and  transmitted 
natural  gas.  The  geographical  focal  point  of  existing  nuclear  fuel  enrichment  plants 

In  Paducah,  Ky Oak  Ridge,  Tenn.,  and  Portsmouth,  Ohio  ...  is  Kentucky.  Yes, 

boundless  energy  for  existing  plant  expansion  and  for  new  facilities  is  here.  For  more 
information,  call  or  write  Paul  Grubbs,  Commissioner,  Dept.  of  Commerce,  F-170, 
Frankfort,  Ky.,  40601  .  .  .  phone  (502)  564-4270.  Ask  for  facts  developed  by  Kentucky 
based  upon  information  contained  in  studies  conducted  by  Bechtel  Corporation.  This 
information  will  help  you  decide  why  your  new  plant  should  be  where  the  scientific 
action  is  .  .  .  KENTUCKY. 


Regional  Offices: 


45  Rockefeller  Center 
N.Y.,  N.Y.  10020 
Tel.  212-581-9459 


20  N.  Wacker  Drive 
Chicago.  III.  60606 
Tel.  312-236-8773 


615  S.  Flower  St. 

Los  Angeles,  Calif.  90017 

Tel.  213-624-8665 


Louie  B.  Nunn 


Governor 


BUILD  YOUR  FUTURE  IN  KENTUCKY 
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■  ne  iviagnavox  ineory  or  reiaiiviiy  is  more 
J.  R  Morgan  than  Albert  Einstein. 


I 


Einstein  unlocl<ed  a  few  mysteries  of  the  universe. 

Magnavox  has  unraveled  a  few  mysteries  of  good  business 
And  that's  where  the  similarity  ends. 

About  the  only  thing  we  borrowed  from  Einstein  is:  things 
should  be  related. 

The  more  closely  related  businesses  are, 
the  more  readily  management  skills  and 
techniques  can  be  shared.  Then  growth 
becomes  a  surer  and  safer  venture.  Some 
examples: 

Our  experience  in  making  fine  cabinetry 
for  stereo  and  TV  introduced  us  to  the  home 
furnishings  business.  Now  subsidiaries,  like 
Baker.make  some  of  the  world's  finest  furniture. 

Producing  instruments  that  play  for 


people  (like  phonographs)  made  us  a  natural  for  producing 
instruments  that  people  play.  So  we  now  own  Selmer,  the  lead 
ing  band  instrument  company  in  the  nation. 

And  making  communication  systems  for  the  U.S.  Navy 
helped  put  us  into  facsimile  equipment  and  electronics  for 
industry. 

But  any  theory  is  only  as  good  as  its  bal- 
50  ance  sheet. 

Our  return  on  stockholders'  equity  puts  i 
'"  in  the  top  ten  of  all  major  United  States 
30  corporations. 

And  over  the  last  ten  years  our  net  profit 
'°  up  1,635  percent. 

>o  As  we  said,  the  Magnavox  theory  of 

relativity  is  more  J.  R  Morgan  than  Albert  Einstei 
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YARDSTICKS 

OF  MANAGEMENT 

PERFORMANCE 


Energy 


A  decade  ago  a  company  needed  foreign  crude 
to  prosper.  Then  came  domestic  mar/ceting.  Now 
finding  U.S.  crude  is  tfie  key  to  big  profits. 


In  the  early  Sixties  Forbes  Yard- 
sticks for  the  oil  companies  showed 
a  monotonous  pattern:  The  large  inter- 
national outfits — Standard  of  New 
Jerse>-,  Texaco,  Gulf  and  Standard  of 
California — al\va\s  ranked  at  the  top 
in  profitabilit\ . 

No  longer.  Toda\  Texaco  and  the 
others  still  make  good  mone> .  But 
now  the)'  have  been  equaled  and 
even  passed  in  profitability  on  the 
Yardsticks  b\  a  number  of  smaller 
companies.  The  international  giants 
no  longer  completeK  dominate  the 
business,    either   at   home   or   abroad. 

Here's  the  story  behind  this  dra- 
matic shift  in  the  Yardstick  rankings. 
The  balance  began  to  tip  in  1959 
when  Congress  approved  the  present 


import  rules.  Limiting  the  import  of 
cheap  foreign  crude  increased  the 
profitabilit)   of  domestic  crude. 

In  1965  the  international  compa- 
nies stopped  granting  the  dealer 
allowances  which  supported  the  then- 
widespread  U.S.  gasoline  price  wars. 
The  domestic  marketers  had  little 
crude  of  their  own;  the\'  had  to  buy 
it  at  a  mark-up  from  the  internationals, 
then  .sell  their  gasiline  at  cut-rate 
prices.  When  the  dealer  all  nvances 
were  lifted  and  the  price  wars  were 
ended,  the  long-suffering  domestic 
companies  almost  immediateh  began 
showing  marked  earnings  improxe- 
ments.  So  it  is  that  ctimpanies  like 
Standard  Oil  (Ohio),  Union  Oil  and 
Ashland   Oil   can   now   rank    up    willi 


HOW  THEY  RANK: 


A— AMONG  ALL  COMPANIES 


B—IN  OWN  INDUSTRY 


5-Y«ar 
Return  on  Equity 


PROFITABILITY 

Latest  IZMonth 
Return  on  Equity 


5-Year  Return 
on  Total  Capital 


Company 


Rank 
A         B 


Per- 
cent 


Rank 
A  B 


Per- 
cent 


Rank 
A         B 


Per- 
cent 


GROWTH 


5'Year  Annual 
Sales  Growth 


5-Year  Annual 
Earnings  Per  Share  Growth 


Rank 
A         B 


Per- 
cent 


Rank 
A  B 


Pt- 
cenf 


'     89 

-rwl 

■■'—""■■  '■■"■'! 

r 

Halliburton 

(1) 

18.6  ' 

68 

(3) 

18,8 

72 

(1) 

15.9  ' 

112 

(5) 

16.6 

1    113 

(3) 

13.6 

Occidental  Petroleum 

'■    93 

(2) 

18.4 

24 

(2) 

24,4 

171 

(6) 

12.1 

2 

(1) 

101.6 

8 

(1) 

55.7 

Ashland  Oil 

126 

(3) 

16.7 

170 

(5) 

14,3 

141 

(4) 

12.8 

64 

(2) 

20.7 

274 

(17) 

7.6 

Texaco 

130 

(4) 

16.3 

168 

(4) 

14,3 

105 

(2) 

14.2 

302 

(11) 

9.6 

336 

(20) 

5.6 

Eastern  Gas  &  Fuel 

136 

(5) 

16.1 

380 

(22) 

9,7 

405 

(24) 

7.2 

535 

(26) 

3.0 

246 

(16) 

8.5 

Dresser  Industries 

179 

(6) 

15.0 

232 

(10) 

13,0 

140 

(3) 

12.8 

84 

(3) 

18.7 

129 

(5) 

12.7 

Kerr-McGee 

199 

(7) 

14.4 

304 

(14) 

11,4 

242 

(13) 

10.5 

195 

(6) 

12.4 

307 

(18) 

6.6 

Standard  Oil  (Ohio) 

203 

(8) 

14.2 

175 

(6) 

142 

159 

(5) 

12.4 

274 

(9) 

10.4 

205 

(9) 

10.0 

Shell  Oil 

226 

(9^ 

13.8 

294  " 

(13) 

11,6 

195 

(9) 

11,6 

357 

(17) 

8,1 

344 

(21) 

5.4 

Gulf  Oil 

250 

(10) 

13.3 

217 

(9) 

13,4 

202 

(10) 

11,5 

312 

(14) 

9.2 

209 

(11) 

9.8 

Marathon  Oil 

258 

(11) 

13.0 

211 

(8) 

13,5 

224 

(12) 

10.9 

198 

(7) 

12,4 

221 

(13) 

9.4 

Pittston 

263 

(12) 

12.9 

238 

(11) 

12,8 

361 

(22) 

8.2 

331 

(16) 

8,7 

221 

(13) 

9.4 

Standard  Oil  (N  J) 

270 

(13) 

12.7 

263 

(12) 

12,2 

192 

(8) 

11,6 

442 

r22) 

6,3 

388 

(24) 

4.1 

Schlumberger 

282 

(14) 

12.6 

179 

(7) 

14.1 

177 

(7) 

11.9 

420 

(20) 

6,7 

119 

(4) 

13.3 

Standard  Oil  (Cal) 

311 

(15) 

12.1 

337 

(17) 

10.7 

215 

(11) 

11.1 

278 

(10) 

10,3 

364 

(22) 

4.6 

Union  Oil  of  California 

318 

(16) 

12.0 

366 

(20) 

10.0 

312 

(17) 

9.1 

443 

(23) 

6,3 

165 

(6) 

11.2 

Sun  Oil 

351 

(17) 

11.3 

370 

(21) 

9.9 

297 

(14) 

9.4 

440 

(21) 

6,4 

159 

(7) 

11.1 

Continental  Oil 

361 

(18) 

11. 1 

331 

(15) 

10.8 

305 

(16) 

9.3 

204 

(8) 

12,3 

314 

(19) 

6.4 

Cities  Service 

371 

(19) 

10,9 

364 

(19) 

10.1 

330 

(19) 

8.6 

496 

(25) 

4,9 

413 

(25) 

3.4 

Mobil  Oil 

395 

(20) 

10,4 

331 

(15) 

10.8 

298 

(15) 

9.4 

390 

(19) 

7,4 

244 

(15) 

8.6 

Getty  Oil 

404 

(21) 

10.2 

454 

(25) 

8.1 

355 

(21) 

8.3 

5.59 

(27) 

1.5 

207 

(10) 

9.9 

Standard  Oil  (Ind) 

424 

(22) 

9.7 

344 

(18) 

10.5 

328 

(18) 

8.7 

373 

(18) 

7.8 

191 

(8) 

10.2 

Phillips  Petroleum 

436 

(23) 

9.5 

493 

(26) 

7.1 

391 

(23) 

7.6 

303 

(12) 

9.6 

484 

(26) 

-1.4 

Signal  Companies 

445 

(24), 

9.2 

410 

(24) 

9.1 

340 

(20) 

8.5 

89 

(4) 

18.5 

365 

(23) 

4.6 

Amerada  Hess 

C^9 

4 

(1) 

29.7 

** 

311 

(13) 

9.3 

215 

(12) 

9.6 

Atlantic  Richfield 

-■.» 

401 

(23) 

9.3 

»* 

323 

(15) 

8,9 

102 

(2) 

14.0 

Pennzoil  United 

■■;* 

555 

(27) 

2.5 

«* 

451 

(24) 

6.1 

*• 

Industry  AAedian 

L. 

12.8 

11.4 

10.7 

9.2 

9.4 

Note:  Explanation  of  yardsticit  calculations  on  page  43.      "Not  available. 
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ihe  big  boys   in  profitability   on   the 
I'oRBES  Yardsticks. 

The  reason  the  internationals  lifted 
the  allowances  was  that  their  once- 
fat  overseas  profits  were  declining. 
In  the  past  the  so-called  Seven  Sisters 
of  international  oil — the  four  named 
above  plus  Royal  Dutch,  Mobil  and 
liritish  Petroleum — had  controlled 
about  90'i-  of  the  Free  World's  crude 
outside  the  U.S.,  most  of  it  in  the 
Middle  East.  It  was  a  highly  profit- 
able setup,  and  they  split  the  pretax 
take  .5()-.5()  with  the  host  go\ernment. 

less  o^  the  Pie 

But  in  the  earh'  Si.xties  the  host 
goveniments  became  more  stubborn 
about  demanding  bigger  cuts  in  taxes 
and  royalties,  so  that  the  companies* 
share  of  pretax  net  has  dropped  to  al- 
most 30%.  At  the  same  time  other 
U.S.  companies,  like  Continental, 
Phillips  Petroleum,  Marathon  and 
Occidental  Petroleum,  began  moving 
into  the  .Middle  East  and  North  Africa 
with  their  own  crude  operations.  Re- 
sult: The  Seven  Sisters  now  control 
just  70%  of  the  eastern  hemisphere's 
oil  (excluding  Russia)  instead  of  90?. 
and  they  earn  less  return  on  it. 

As  a  case  in  point,  Libya  produced 
\irtuall\  no  oil  before  1961.  Today 
Lib\an  production  runs  over  3  mil- 
lion barrels  a  day  (t;.s.  about  10  mil- 
lion for  the  U.S.).  The  bulk  of  it  is 
pimiped  b\  the  newcomer  companies, 
Occidental,  Marathon,  Continental 
and  Amerada.  When  all  that  new  oil 
began  coming  into  Europe  a  few  years 
ago,  it  shaiph  depressed  prices  and 
profits.  The  newcomers  in  Libya  were 
hurt  least,  because  their  crude  con- 
tained far  less  sulphur  than  the  Seven 
Sisters'  .Middle  Eastern  crude  and 
therefore  was  more  desirable. 

Slowed  down  overseas,  the  big  in- 
ternationals quickly  shifted  their  at- 
tention to  the  U.S.  market.  In  1959  they 
got  less  than  40%  of  their  profits  from 
the  U.S.;  today  they  get  over  50%, 
with  Gulf  and  Texaco  both  netting 
around  65%  of  their  earnings  in  the 
U.S.  The  overseas-based  internationals 
have  gotten  a  piece  of  the  action 
too.  Royal  Dutch  quickly  launched 
its  U.S. -based  Shell  Oil  on  a  massive 
service  station  jjuilding  program.  "In 
1961  we  were  about  the  sixth-largest 
gasoline  marketer  in  the  U.S.,"  says 
Denis  15.  Kemball-Cook,  Shell's  chief 
operating  officer.  "Now  we  are  among 
the  first  three  [with  Texaco  and  Jer- 
.sey]."  Last  >ear  British  Petroleum  ac- 
quired 8,250  former  Sinclair  stations 
on  the  East  Coast. 


Newcomer.  Since  October  gianf  British  Petroleum  has  been  hoisting  its 
"BP"  insignia  at  8,250  former  Sinclair  stations.  By  early  1970  it  should 
be  merged  with  3,500-station  Standard  Oil  (Ohio).  By  these  two  swift 
moves  BP  will  have  grabbed  a   $1 .2-bilHon   sales  foothold  in  the  U.S. 


Now,  however,  the  main  action  is 
shifting  from  U.S.  marketing  to  crude. 
The  U.S.  is  structured  admirabK 
for  fat  crude  profits.  The  nation's 
30-billion-barrel  crude  supply  is  tight- 
ly controlled  by  production  quotas 
in  the  big  producing  states,  Texas  and 
Louisiana.  So  is  the  inflow  of  foreign 
crude,  which  is  generally  30%  cheaper 
than  U.S.  crude,  even  with  transpor- 
tation costs  added  on.  "The  Americans 
have  a  wonderful,  fenced-in  park  from 
which  they  draw  their  profits,"  said 
British  Petroleum  Chairman  Eric 
Drake  last  spring,  explaining  his  com- 
pany's major  entry  into  the  U.S. 

Now  the  hunt  is  on  for  U.S.  crude, 
[less  Oil,  the  cut-rate  East  Coast  mar- 
keter, considerably  strengthened  its 
excellent  profit  prospects  last  year  b\- 
acquiring  .\merada,  rich  in  U.S.  and 
foreign  crude.  Standard  of  Ohio  will 
do  the  same  thing  now  that  it  has 
overcome  Justice  Department's  objec- 
tions to  its  merger  with  BP,  which  has 


made  some  large  Alaskan  discoveries. 

The  big  companies  have  increased 
capital  .spending  for  exploration  and 
production  by  30%  since  1966,  while 
spending  for  refining,  transportation 
and  marketing  has  gone  up  only  5%. 
A  large  chunk  has  gone  for  oil  leases; 
^510  million  in  the  Gulf  of  Mexico 
in  1967,  ^600  million  in  California's 
Santa  Barbara  Chainiel  in  1968  and 
()\er  S900  million  in  Alaska's  North 
Si  pe  last  \ear.  Those  with  large 
Alaskan  finds — Atlantic  Richfield, 
Jersey  Standard — could  nio\e  ahead 
nicely  in  the  \ears  ahead.  All  this, 
too,  is  a  boom  for  oil  field  suppliers 
like  Halliburton,  Schlumberger  and 
Dresser  Industries. 

So  the  pecking  order  in  oil 
clianged  during  the  late  Sixties,  \yhat 
about  the  Seventies?  The  changes 
could  be  even  more  dramatic;  some 
of  the  ground  rules  of  the  game  it- 
self could  change,  both  at  home  and 
abroad  (see  following  story). 
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"IF  TRUCKS  STOPPED 
FOR  96  HOURS,  YOU'D  STOP  TOO!" 


—Louis  B.  Seltzer,  former  editor,  Cle\cland  Pre 


:ss 


If  there  were  no  trucks,  there  would  be  no  suits  to  wear  to  the  office. 

No  car  to  drive  to  work.  No  club  sandwiches  for  lunch  at  your  favorite  restaurant. 

No  IBM  cards  to  bend,  spindle  or  mutilate.  No  keys  to  the  office. 

No  office.  In  fact,  everything  would  be  at  a  standstill.  Fortunately, 

though,  there  are  trucks.  And  they  go  everywhere,  bringing  almost  everything 

our  homes,  businesses  and  industries  need. 
All  of  us  at  Truck  Insurance  Exchange  like  having  trucks  around.  After  all. 

If  there  were  no  trucks,  life  would  be  pretty  empty. 


member 


^  TRUCK  INSURANCE  EXCHANGE  .^gg^ 

^\iii:i'£-!\.  A  member  oi:  Farmers  Insurance  Group  .-..,c.K,.>,c.,.o,»o.3r.r 


Group 
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Oil's  Future 


Rising  nationalism 

in  host  countries 

is  only  one  problem. 

About  the  only  certainty 

is  uncertainty. 

A  Wall  Streeter,  a  man  with  30 
years'  experience  analyzing  tlie  oil 
business,  both  from  the  inside  and  the 
outside,  just  shrugged  when  a  Forbes 
reporter  recently  asked  his  opinion 
of  the  industry's  future.  "I'll  have  to 
pass  this  time,"  he  said.  "I've  never 
seen  so  many  uncertainties." 

All  businesses  are  clouded  by  un- 
certainty, of  course.  But  the  oil  in- 
dustry does  seem  to  have  more  than 
its  share  of  major  question  marks 
right  now. 

Some  are  old  ones  with  a  fresh 
twist,  like  foreign  politics.  Foreign 
host  governments  have  kept  up  a 
steady  stream  of  demands  for  higher 
royalties  and  taxes  for  as  long  as  most 
oil  men  can  remember.  "I  don't  worry 
so  much  about  that  kind  of  pressure," 
says  Mobil  Oil  President  William  P. 
Tavoulareas:  "Where  it  gets  rough 
is  when  these  countries  start  doing 
things  for  political  reasons."  He  was 
referring  to  Peru's  seizure  during 
1968  of  Jersey  Standard's  Peruvian 
refinery  and  Bolivia's  takeover  of 
Gulf's  operations  there.  In  both  cases 
the  profit  loss  was  negligible,  but 
the  precedent  worries  oil  men  and 
investors.  Who's  next?  And  where? 
In  September  a  military  government 
.seized  power  in  Libya.  Occidental 
Petroleum  has  large  Libyan  holdings. 
Its  common  stock,  backed  by  a  very 
strong  earnings  and  growth  record, 
traded  as  high  as  51  in  1969  before 
the  Libyan  action;  by  December  it 
sold  for  around  25,  a  loss  in  total  mar- 
ket value  of  over  a  billion  dollars. 

Oil  and  Polities 

Other  uncertainties  are  very  close 
to  home — in  Washington.  Oil  com- 
panies have  been  pumping  great  sums 
of  money  into  finding  and  producing 
U.S.  crude  (see  preceding,  sionj).  Cut- 
ting the  27}t%  oil  depletion  allow- 
ance    is     particularly     imtimely     for 


■^i^u>^^  G  B  ^1  (5  0  H  ^  ^ 


these  companies.  Reducing  the  deple- 
tion allowance  to  23%  would  cut  the 
average  oil  company's  earnings  by 
about  2%.  Whether  it  would  also  dis- 
courage further  exploration  and  there- 
by pose  a  threat  to  national  security, 
as  is  argued  by  some  oil  men,  is 
another  question. 

What  bothers  oil  men  even  more 
is  the  possibility  of  changes  in,  or 
even  abandonment  of,  the  import 
quota  system,  which  helps  keep  U.S. 
prices  stabilized  at  a  high  level.  As 
the  chart  below  indicates,  since  man- 
datory quotas  were  established  in 
1959,  the  profitability  of  the  domestic 
oil  business  has  increased.  One  analyst 
estimates  that  elimination  of  the  im- 
port   quotas  .could    cost    the    average 


integrated  oil  company  about  25% 
of  its  earnings,  more  than  ten  times 
the  impact  of  the  change  in  the 
depletion  allowance.  That's  billions  of 
dollars  riding  on  the  uncertainties  of  i 
Washington  politics. 

Still  another  domestic  uncertainty 
is  whether  the  huge  sums  laid  out 
during  the  last  three  years  for  oil 
leases  will  be  reco\ered.  Sizable  dis-  • 
coveries  have  been  made  in  the  Gulf  of  i 
Mexico.  But  results  so  far  have 
been  very  disappointing  in  the  Santa 
Barbara  Channel  off  California,  where 
companies  paid  some  S600  million 
for  leases  in  1968.  On  top  of  that. 
Union  Oil's  big  well  developed  that 
much-publicized  leak  before  it  could 
be  completed.  Now  the  same  question 


T 


T 


NEW  CUSHION 


The  oil  industry  once  counted  on  high  overseas  profits  to  keep  its 
overall  profitability  up.  That  ended  in  the  late  Fifties.  Since  then, 
the  U.S.  market  has  become  increasingly  profitable.  One  big  reason: 
the  imposition  of  Import  quotas  in  1959. 


— 10 


-L. 


DATA;  CHASE  MANHATTAN  BANK 
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Everyday  United  flies 

to  more  U.S.  cities 
than  any  other  airline. 


-  ,.# 


|^:J*'i^ —  -^^^ 


Tagalottg. 


-fKhe 
inendlyskies 

if  , 

United. 


"I'll  trade  you  a  DEN  for  a  PIT," 
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We  can 
get  you 

where 

you  want 

to  go. 


And  you  can  get  to  people  in  the  United  States, 
three-fourths  of  whom  live  within  500  miles  of 
Tennessee's  borders.  Use  our  1,000  miles  of 
interstate  highways,  3,400  miles  of  railroads, 
13  commercial  airlines  and  807  miles  of  navigable 
rivers.  Tennessee  is  halfway  between  the  Gulf 
and  the  Great  Lakes.  Halfway  between  the  mmr 
Atlantic  and  the  Rockies.  When  you  have  a  plant  in 
Tennessee,  you're  never  very  far  away  from 
anybody.  Writelor  Industrial  Tennessee,  Office 
of  the  Governor,  Cordell  Hull  Building,  Nashville, 
Tennessee  37219.  ^ — 


3  STATES  IN  ONE 
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is  being  asked  about  the  Alaska 
leases,  which  cost  the  companies 
almost  a  billion  dollars  last  Septem- 
ber. Whether  it  is  transported  by 
pipeline  over  hundreds  of  miles  of 
frozen  tundra  or  by  ice-breaking 
tankers  like  the  S.  S.  Manhattan,  the 
Alaskan  oil  is  going  to  be  expensive 
to  get  out — even  if  more  large  discov- 
.eries  are  made. 

Another  uncertainty  cited  by  oil 
men  looks  more  like  certainty.  That 
is  the  excess  of  foreign  crude  which 
several  years  ago  caused  overseas 
prices  and  profits  to  fall.  It  is  the 
main  reason  U.S.  companies  are  con- 
centrating so  hard  on  finding  domestic 
crude.  For  every  barrel  they  find  over- 
seas only  adds  to  the  surplus  and  price 
weakness  outside  the  U.S.  (in  the  U.S., 
prices  are  protected  by  the  production 
quota  system).  "The  weakness  in  for- 
eign crude  is  going  to  stay  with  us  for 
some  years,"  concedes  the  chief  execu- 
tive of  one  of  the  largest  companies. 

Gos/ess  Cars? 

Add  to  these  more  immediate  un- 
certainties still  other  questions  about 
the  long-range  future  of  petroleum 
as  a  fuel  for  electricity  generation 
and  transportation.  Will  pollution 
controls  result  in  a  lesser  use  of  petrol- 
eum products  for  automobiles?  Will 
power  companies  he  forced  to  sub- 
stitute for  oil  other  fuels  whose  air- 
polluting  sulphur  content  is  lower? 

Lest  this  picture  seem  too  gloomy, 
however,  it  should  be  pointed  out  that 
sales  of  gasoline,  jet  fuel  and  other 
petroleum  products  ha\e  been  grow- 
ing at  the  rate  of  about  6'i  a  \ear. 
The  demand  is  there.  0\erseas  the 
industr\-  is  increasingly  di\ersif\ing 
its  sources  of  crude.  It  should  be 
mentioned,  too,  that  the  oil  industry 
has  lots  of  friends  in  ^\■ashington.  As 
\\'alter  J.  Le\"\',  one  of  the  industry's 
leading  consultants,  points  out,  oil 
is  an  industr\'  that  "through  practi- 
call\-  all  periods,  be  it  a  recession  or 
e\en  a  depression,  has  at  least  main- 
tained its  le\el  of  production.  Where 
else  do  \ou  ha\e  an  industry  with  a 
continued  upward  cur\e  of  opera- 
tions? Oil  has  it. " 

John  G.  McLean,  Continental's  new 
president,  sa\s:  "I  don't  see  any  fun- 
damental reason  win  this  industrv', 
with  such  a  fine  growth  in  demand 
behind  us  and  in  front  of  us,  can't 
continue  to  make  profits  in  line  with 
other  industries." 

McLean  may  be  right,  but  the 
oil  companies  are  going  to  have  to 
work  harder  to  make  those  profits. 
That  much  is  certain.  ■ 
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Building 
IVIaterials 


The  one  tiling  everyone 
in  tfie  building  materials  industry  agrees  on 
is  that  there  has  to  be  a  housing  boom. 
But  when? 


OR    ALMOST    AS    LONG    aS    FORBES    haS 

lublished  its  annual  reports  on  .\mer- 
can  industr\,  building  materials  sup- 
pliers have  been  waiting — and  getting 
t-ady    for — their    big    boom.    It    has 
ie\er  realK  come.  As  fast  as  demand 
uis  grown,  capacity  has  usually  grown 
cer.    \o\v    they    e.xpect    the    boom 
^  soon  as  the  Vietnam  war  is  over." 
"The  demand  is  there,"  says  Arm- 
itrong  Cork'  President  James  H.  Binns. 
'and  eventually  the  dam  has  to  break; 
lut  I  can't  put  precise  timing  on  it.  I 
would    simply    sa\    that    we    thonglit 
t  might    break  earlier   than   we   now 
hink  it  will."  The  demand  certainK  is 
here:    FamiK    formations   arc    rising, 
and    the    single-iamils-home    \acanc\ 
rate  is  hoxering  around   1? — in  other 
words,   practically   zero.    All    the  e\i- 
!ence   points    to    the    need    for   more 
lousing;   all  the  statistics  prove  it  is 
not  being  built. 

But  something  is  being  built,   and 


YARDSTICKS 

OF  MANAGEMENT 

PERFORMANCE 


not  every  company  is  in  the  doldrums. 
Companies  like  Wickes  and  Evans 
Products  sell  directly  to  the  consumer 
in  the  repair-and-remodeling  market. 
Do-it-yourself  seems  to  have  become 
the  alternative  for  the  homeowner 
who  has  been  shut  out  of  the  new 
housing  market  by  tight  money,  high 
land  c-osts  and  expensive  labor.  Arm- 
strong also  found  a  hedge  against  in- 
flation by  becoming  a  major  supplier 
to  mobile  homes.  "The  mobile  home," 
says  Binns,  "accounts  for  90%  plus  of 
all  the  single  family  homes  built  un- 
der S  15,000." 

For  companies  like  Otis  Elevator 
and  Johns  Manville,  the  answer  was 
in  the  commercial  market,  particularly 
the  ofRce-building  boom.  Because  of 
the  size  of  the  companies  that  lease 
offices  and  the  ea.se  of  passing  on 
higher  building  costs  to  the  taxman  or 
consumer,  ofRce-building  starts  have 
contiiuied  to  hit  new  peaks.  "What 
surprises  us,"  says  Otis  President  R.  A. 
Weller,  "is  the  length  of  the  office 
boom.  Not  only  represented  by  holes 
in  the  ground  but  by  solid  plans  on 
architects'  drawing  boards.  When  this 
will  slow  down  is  the  $64  question." 

One  company,  Boise  Cascade,   has 


beaten  the  problems  of  the  building 
industry  in  its  own  way:  by  diversify- 
ing widely  and  imaginatively  in  every- 
thing from  real  estate  to  recreation. 

The  rest  of  the  building  industry 
believes — for  the  public  record  at 
least — that  the  glorious  day  has  to 
come.  Most  have  already  or  are  in  the 
process  of  expanding  their  capacity 
to  meet  it.  PPG  Industries,  for  ex- 
ample, is  currently  in  the  midst  of  a 
$l-billion  expansion  program.  "There's 
a  pent-up  demand  for  housing  and 
things  like  that  usually  find  a  way  of 
getting  satisfied,"  explains  PPG  Chair- 
man Robinson  Barker.  "I  can't  help 
being  optimistic,"  says  U.S.  Gypsum 
President  Graham  J.  Morgan. 

But  token?  How  soon?  "Inflation  is 
the  fundamental  enemy  of  housing," 
Armstiong  Cork's  Binns  reminds  his 
colleagues,  "and  until  it's  brought 
under  control,  housing  is  going  to  be 
the  whipping  boy."  As  he  spoke, 
housing  starts  dipped  to  an  annual 
rate  of  1.3  million  for  the  first  time 
since  late  1967,  and  mortgage  money 
was  virtually  unobtainable.  And  those 
were  not  the  only  obstacles  to  a 
housing  boom — as  the  next  story  re- 
lates. 


HOW  THEY  RANK: 


A-AMONG  ALL  COMPANIES 


B—IN  OWN  INDUSTRY 


S-Yesr 
Return  on  Equity 


PROFITABILITY 

Utest  12-Manth 
Return  on  Equity 


5-Year  Return 
on  Total  Capital 


Company 


Rank 
A        B 


Per- 
cent 


Rank 
A         B 


Per- 
cent 


Rank 
A         B 


Per- 
cent 


GROWTH 


5-Year  Annual 
Sales  Growth 


5-Year  Annual 
Earnings  Per  Share  Growth 


Rank 
A         B 


Per- 
cent 


Rank 


Per- 
cent 


Wickes  Corp 

99 

(1) 

18.0 

103 

(2). 

16.6 

75       (1) 

15  5^ 

167 

(5) 

14.0 

:    32/ 

(9)        6.0 

Libbey-Owens-Ford 

196 

(2) 

14.4 

212 

(7) 

13.5 

103 

(2) 

14.2 

210 

(6) 

12.1 

476 

(14) 

-0.7  i 

Georgia-Pacific 

219 

(3) 

13.9 

154 

(4) 

14.5 

347 

(13) 

8.3 

103 

(4) 

17.5 

149 

(4) 

12.0  j 

Weyerhaeuser 

229 

(4) 

13.7 

97 

(1) 

16.8 

173 

(3) 

12,0 

227 

(8) 

11.6 

111 

(2) 

13.6  j 

Evans  Products 

233 

(5) 

13.6 

172 

(6) 

14.3 

334 

(10) 

8.6 

79 

(3) 

19.5 

213 

(6) 

9.6  1 

Boise  Cascade 

289 

(6) 

12.5 

117 

(3) 

16.0 

307 

(9) 

9.2 

27 

(2) 

31.0 

55 

(1) 

19.0  ^ 

Jim  Walter 

290 

(7) 

12.5 

163 

(5) 

14.4 

335 

(11) 

8.5 

22 

(1) 

32.5 

U4 

(3) 

13.6 

Armstrong  Cork 

307 

(8) 

12.1 

327 

(9) 

10.8 

179 

(4) 

11.9 

219 

(7) 

11.8 

487 

(16) 

-1.5 

Chicago  Bridge  &  Iron 

332 

(9) 

11.7 

414 

(13) 

9.0 

2)9 

(6) 

11.0 

233 

(9) 

11.5 

164 

(5) 

11.2 

Otis  Elevator 

341 

(10) 

11.5 

354 

(10) 

10.3 

226 

(7) 

10.9  . 

497 

(19) 

4.9 

..    502 

(18) 

-2.4 

Johns  Manville 

358 

(11) 

11.2 

258 

(8) 

12.3 

211 

(5) 

11,2 

484 

(18) 

5.4 

:    261 

(8) 

7.9  , 

Owens-Corning 

392 

(12) 

10.5 

382 

(11) 

9.6 

343 

(12) 

8.4 

309 

(10) 

9.3 

:    360 

(10) 

4.7 

ShenMin  Williams 

420 

(13) 

9.8   j 

437 

(14) 

8.4 

302 

(8) 

9.3 

309 

(10) 

9.3 

461 

(13) 

0.2 

Lone  Star  Cement 

459 

(14) 

8.7   ; 

384 

(12) 

9.6 

430 

(16) 

6.8 

502 

(20) 

4.5 

453 

(12) 

1.0 

PPG  Industries 

467 

(15) 

8.5   ' 

445 

(15) 

8.2 

397 

(15) 

7.4 

447 

(16) 

6.2 

440 

(11) 

1.7 

U  S  Gypsum 

470 

(16) 

8.5 

461 

(16) 

7.9 

369 

(14) 

8.0 

349 

(13) 

8.2 

516 

(20) 

-5.0 

Crane 

499 

(17) 

7.2 

516 

(20) 

6.1 

478 

(18) 

5.9 

441 

(15) 

6.4 

242 

(7) 

8.6 

Fiintkote 

503 

(18) 

6.6 

514 

(19) 

6.2 

504 

(20) 

5.2 

536 

(21) 

3.0 

510 

(19) 

-3.5 

National  Gypsum 

505 

(19) 

6.6 

498 

(18) 

7.0 

464 

(17) 

6.1 

466 

(17) 

5.6 

480 

(15) 

-1.2 

American  Standard 

508 

(20) 

6.5t 

488 

(17) 

7.3 

^flt     ( 

347 

(12) 

8.3 

499 

(1/) 

-2.2 

Morrison-Knudsen 

517 

(21) 

6.0 

525 

(21) 

5.2 

497 

(19) 

5.4 

439 

(14) 

6.4 

518 

(21) 

-5.1 

Industry  Artedi 

an 

11.2 

9.6 

M, 

9.3 

I    ,:    ,: 

1.7 

Note:  Explanation  of  yardsticl<  calculat  ons  on  page  43.      "not  available;  not  ranked.      JThree  year  average. 
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Building  D/laterials 


Veto  Power? 


The  rosy  predictions  of  a  post-  Vietnam  building  boom  may 
come  to  nought  if  the  unions  stick  to  their  present  poiicies. 
At  the  moment  they  show  every  sign  of  stic/dng. 


Okay,  the  \'ietnam  war  is  over  and 
money  eases  to  the  point  where  at 
least  you  can  get  a  home  mortgage  if 
you're  willing  to  pay  for  it.  So  now 
we  have  the  long-awaited  building 
boom.  That's  right,  isn't  it?  We  asked 
the  boss  of  a  big  building  materials 
compan\  whether  this  was  so. 

"How  the  hell  should  I  know?"  he 
shot  back.  "Don't  ask  me.  Ask  the 
unions." 

Ever\-  industry,  every  consumer 
worries  about  inflation,  but  in  the 
building  industry  it's  more  than  a 
worr\-:  High  wages — up  54%  in  10 
years — have  almost  pushed  conven- 
tional housing  out  of  the  reach  of  all 
but  the  extremely  wealthy.  The  New 
York  Times  recently  asked  a  big 
builder  why  he  wasn't  putting  up 
apartment  houses.  His  reply:  "I'd 
have  to  charge  S170-a-room  rent  just 
to  come  out  even." 

It's  all  contained  in  a  few  fast  sta- 
tistics: Since  1959  residential  con- 
struction costs  have  risen  47?  and 
high-rise  costs  50%;  while  the  cost  of 
living  has  climbed  27?. 

One  reason  construction  wages  rise 
so  fast  goes  back  to  supply  and  de- 
mand: plenty  of  demand  and  artifi- 
cialK-  restricted  supply.  The  tightly 
organized  building  trades  unions  have 
deliberateh'  restricted  the  entry  of 
new  members.  Since  1950  the  number 
of  medical  doctors  in  the  U.S.  has  in- 
creased by  44%,  but  in  plumbing, 
whicli  is,  presumably,  a  somewhat 
easier  craft  to  learn,  the  increase  has 
been  only  247c.  Little  wonder  that 
man\'  a  city  and  suburban  citizen 
searches  in  \ain  for  someone  to  keep 
his  pipes  and  drains  in  order. 

One  Man's  Racist  .  .  . 

The  tendency  for  man\'  liberals  and 
for  a  good  many  businessmen  as  well 
is  to  fulminate  against  the  craft  unions 
as  racist,  greed\'  and  monopolistic. 
There  is,  Forbes  found  out,  more  to 
it  than  that.  At  least  some  of  what 
strikes  outsiders  as  racist  restriction- 
ism  appears  to  crafts  union  members 
as  commendable  pride.  The  3.5  mil- 
lion construction  men  of  the  17  major 
building  unions  often  seem  to  view 
tliemsehes  as  members  of  a  craft 
guild  of  long  ago.  "They're  creative," 
says  Harry  Morel),  executive  secretar\- 
of  the  Northwestern  Ohio  Building 
Trades  Council.  "They  can  look  at  a 
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large  building  and  say:  T  worked  on 
■it.'  Our  members  take  their  families 
by  the  site  on  Sunday  and  show  them 
what  they've  done."  This  attitude 
gives  them  a  kinship  not  to  be  found 
in  industrial  unions,  which  in  fact 
the\-  predate  by  nearly  40  years. 

Who  are  the  building  trades  union- 
ists? Over  85%  are  white;  often  their 
fathers  and  even  grandfathers  followed 
the  same  trade.  On  average  they  have 
11.3  \ears  of  formal  education,  plus 
up  to  five  years  of  on-the-job  training. 
They  tend  to  vote  Democratic,  al- 
though there  is  a  higher  percentage  of 
Republicans  than  in  an\-  other  unions. 
An  overwhelming  95%  are  men,  46% 
between  the  ages  of  25  and  45.  They 
are  Richard  Xixon's  silent  majority,  or 
Rap  Brown's  white  racist,  depending 
on  your  point  of  \iew.  They  find 
strength  in  anonymity  within  the 
group,  get  personal  satisfaction  from 
their  families.  Above  all,  the\'  feel 
insecure  in  tlie  prosperitx'  that  has 
been  their  lot  the  past  20  >ears. 

"The  name  of  the  game  is  jobs," 
square-jawed  Pete  Brennan,  president 
of  the  New  York  State  Building  Trades 
Council,  told  Forbes  during  a  recent 
state  convention.  This  emphasis  on  job 
security  is  not  surprising  in  view  of 
the  average  age  in  the  building  trades. 
In  the  1968  Kaiser  Report  to  Presi- 
dent Johnson,  it  was  noted  that  in  the 
AFL-CIO  Building  Trades  Council  of 
Northern  California,  the  average  age 
of  plasterers  was  60,  of  coppersmiths 
57.  of  hardwood  finishers  50,  and  car- 
penters 5-5.  In  other  words,  the  aver- 
age skilled  tradesman  was  thrown 
into  the  working  world  during  the 
Great  Depression  and  li\ed  through 
three  postwar  recessions  when  there 
was  not  enough  work  to  go  around. 
"Once  this  is  in  a  man's  experience," 
says  University  of  Chicago  Industrial 
Relations  Professor  Joel  Seidman,  "he 
never  forgets  it."  "E\er\  man  on  this 
job  knows, "  claims  a  New  York  jour- 
nexnien  plumber  for  29  years,  "that 
right  now  there  might  be  enougii 
work  to  take  care  of  e\  er\  body,  but  if 
things  tighten  up,  there  might  not  be. 
You  never  lose  the  feeling." 

Depression-scarred  and  job-proud, 
the  unions  clash  head-on  with  those 
looking  for  a  massive  rebuilding  of 
the  cities  and  the  opening  of  good- 
paying  jobs  for  Negroes  in  the  build- 
ing trades.  ^ 
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Unionamerica  is 


U 


Unionamerica 


U  bdnking*  union  Bank  and  Union  international  Banl<. 
Union  Bank,  headquartered  in  Los  Angeles. Total  resources  in 
excess  of  $1.7  billion.  A  prime  mover  in  the  California 
economy,  with  impressive  representation  nationally  and  abroad. 
Union  International  Bank  is  an  Edge  Act  Corporation. 

y  mortgage  banking:  western  Mortgage  Company, 
fulfilling  shelter  needs  for  individuals;  offices  and  plants  for 
business  and  industry.  Primary  service  areas,  California  and 
Hawaii.  Mortgage  portfolio,  $1.3  billion. 

U  inSUranC6I  Harbor  Insurance  Company  and 
Swett  &  Crawford,  both  Los  Angeles  based.  Leslie  H.  Cook 
Company,  Chicago.  Insurance  wholesalers  and 
underwriters,  providing  security  and  protection  against  risk. 

U  computer  service:  unionamerica  Computer 
Corporation.  Computer  Input  Corporation.  Offering  software 
products  and  services  from  Los  Angeles  headquarters. 

U  real  estate:  union  Realco.WMC  Development  company. 
Specialists  in  land  and  building  development,  management 
and  leasing. 

U  venture  capital:  unionamerica  Capital  Corporation, 
Los  Angeles.  Organized  as  an  S.B.I.C.  to  make  equity  investments 
in  emerging  growth  companies. 

U  leasing:  ClobaLease,  Chicago  and  Los  Angeles, 
providing  international  leasing  services.  Jointly  owned  with 
Walter  E.  Heller  &  Company. 

This,  then,  is  Unionamerica,  dedicated  to  growth 

by  providing  new  and  better  services  to  meet  the  rapidly 

expanding  needs  of  individuals,  families  and  business. 


Figueroa  at  Fifth  Street  •  Los  Angeles,  California 
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Building  D/laterials 


The  Federal  Government  views  the 
construction  trades  as  a  logical  place 
to  employ  otherwise  unemployables  at 
relatively  high  wages.  It  sees  a  need 
for  at  least  double  the  work  force  in 
an  industry  that  might  well  be  the 
most  undermanned  in  the  nation  dur- 
ing the  coming  decade.  It  sees  a  trend 
towards  prefabrication,  with  less  need 
for  highly  trained  craftsman.  All  this 
goes  against  the  grain  of  older  con- 
struction workers,  who  take  a  fierce 
pride  in  their  job  and  their  exclusive 
status.  So  the  unions  have  fought 
back  in  every  conceivable  way,  thus 
far  fairly  effectively. 

First  the  unions  tried  merely  to 
open  up  the  helpers'  jobs  that  pay 
lower  wages  and  require  fewer  skills. 
Then  they  argued  that  there  really 
isn't  a  labor  shortage  (which  is  true 
as  long  as  money  stays  tight;  the 
level  of  new  construction  is  actually 
dropping  right  now).  Then  they 
tightened  up  apprentice  programs  by 
requiring  a  high-school  education  or 
a  high  level  of  skills.  Then,  as  govern- 
ment and  minority-group  pressure 
kept  rising,  ihe  unions  began  "Project 
Outreach"  programs  to  recruit  mi- 
nf)rities  at  their  own  pace. 

The  resentment  I  hear  from  the 
rank  and  file,"  says  Brennan,  "is  that 
some  of  tliese  people  who  don't  get 
the"  "facts — ^politicians  looking  for 
votes,  black  leadeis  looking  for  rec- 
ognition— go  around  making  wild 
statements  on  behalf  of  the  Negro. 
We  find  that  this  hurts  more  than 
it  helps.  While  we'ie  in  here  talking, 
you  got  people  out  sabotaging  this 
thing."  But  once  a  man  is  on  the 
job,  he  is  almost  never  discriminated 
against  by  his  fellow  workers.  The 
building  unions  are  not  really  racist, 
merely  restrictive. 

They  ha\c  (effected  their  restric- 
tions through  building  codes  main- 
tained by  their  traditional  influence  at 
city  hall.  The  building  codes  deter- 


mine the  types  of  materials  that  may 
be  used  and  the  degree  of  prefabrica- 
tion allowed;  and  the  building  unions 
follow  it  up  to  make  sure  that  city 
inspectors  who  check  the  work  are 
sympathetic  to  the  union.  "In  the  city 
of  Chicago,"  says  Joel  Seidman,  "the 
building  trades  are  practically  part  of 
the  Democratic  organization.  Liberal? 
They're  as  radical  as  Mayor  Daley." 

The  building  unions  would  solve 
the  housing  problem  with  massive 
government  aid  to  pay  for  apprentice- 
ship programs  and  guarantee  jobs  for 
everyone  who  is  trained.  "The  Gov- 
ernment should  give  us  a  building  to 
train  these  people  alongside  our  own," 
says  John  Murray,  president  of  New 
York's  aggressive  plumbers  Local  #2. 
But  can  the  unions,  given  their  prob- 
lems and  the  fears  of  their  members, 
be  counted  on  to  really  push  minority 
training?  Murray  casts  doubt  on  his 
own  motives  when  he  sa>'s:  "There's 
a  lot  of  kids  who  are  not  black  or 
Puerto  Rican  who  still  want  the  op- 
portunity to  come  into  the  trades.  I 
think  white  people  are  being  discrim- 
inated against.  Not  every  Irishman, 
Italian  and  Jew  is  smart.  Some  are 
just  as  uneducated  as  anybody  else." 

A  Sometime  Thing 

Although  hourly  wages  in  con- 
struction are  higher  than  in  other 
unions,  the  work  is  seasonal.  How  sea- 
sonal? Well,  not  as  seasonal  as  it  used 
to  be,  what  with  modern  building 
techniques  and  better  planning,  but 
still  seasonal  enough  to  cut  building 
trades  wages  below  their  theoretical 
maximum  level.  But  even  with  layoffs 
for  weather,  experts  figure  that  a 
t>'pical  skilled  construction  worker  in 
the  bigger  metropolitan  areas  earns 
from  $12,000  to  $20,000  a  year  be- 
fore taxes.  This  is  hardly  a  subsistence 
wage,  but  habit  is  deeply  ingrained; 
in  defending  restrictive  recruiting 
policies,  union  men  constantly  cite  the 


seasonal  nature  of  their  employment. 

The  same  persistence  of  old  ideas 
explains  some  of  the  unions'  resistance 
ta  prefabrication.  They  fear  it  .will 
reduce  the  number  of  skilled  jobs,  and 
downgrade  the  significance  of  crafts  to 
whiMi  they  have  devoted  their  lives. 

Then,  too,  most  union  men  don't 
.quite  trust  rosy  predictions  of  un- 
hmited  prospects  for  a  building  boom. 
The\'  tend  instead  to  worry  about  next 
week's  work,  next  week's  job.  More 
than  one  labor  leader  mentioned  to 
Forbes  what  union  men  regard  as  the 
threat  to  their  li\elihood  implied  by 
recent  government  moves  to  dampen 
inflation.  As  an  example  they  cite 
President  Nixon's  proposal  to  cut  fed- 
eral   construction   spending. 

"I  think  you  see  the  contradiction 
here,"  says  Peter  Brennan,  "when  the 
President  is  saying  on  the  one  hand 
that  he  wants  our  industry  to  train 
more  minorities,  and  on  the  other 
hand  he  cuts  back  75^  of  all  fed- 
eral construction.  And  he  doesn't 
stop  there.  He  goes  to  all  the  gover- 
nors and  mayors  and  says,  T  want 
you  to  cooperate  by  cutting  back  on 
construction  to  help  fight  inflation.' 
God  knows  we're  in  favor  of  fighting 
inflation — they  seem  to  forget  we're 
citizens  and  human  beings  too.  High 
wages  are  good  if  a  man  is  earning 
them,  but  no  good  if  he's  unemployed." 

"These  guys  can  sit  in  their  arm- 
chairs in  Washington,"  concludes 
John  Murray,  "but  if  they  ever  had  to 
go  through  what  a  plumber  or  any 
other  construction  worker  has  to  go 
through — put  his  cold  shoes  on  in  the 
morning,  and  get  cold  stares  from  the 
foreman  who  sa\s,  'Awright.  get  it  up 
and  put  it  in  and  hurry  up* — they'd 
quit  their  jobs.  And  \'0U  and  every- 
body else  who  works  in  an  office.  It's 
a  damn  hard  job." 

Of  course,  millions  of  Negroes  and 
underpri\ileged  workers  would  dearly 
love  some  of  these  "damn  hard  jobs." 
It  can  be  pro\ed  that  there  would  be 
more  job  security  and  a  better-housed 
nation  if  the  unions  would  stop  re- 
stricting the  supply  of  building  labor. 
But  the  fact  remains  that  most  of  the 
union  leaders  and,  more  importantly, 
the  union  members  are  secure  in 
their  sense  of  rightness  and  privilege. 
They  are  in  no  mood  to  be  shoved 
around — either  by  militant  blacks  or 
by  impatient  businessmen.  Unless 
they  can  be  convinced  that  they  will 
be  better  ofl  as  part  of  a  bigger  labor 
force  with  more  liberal  work  rules, 
the  chances  are  that  the  hoped-for 
postwar  building  boom  never  will  get 
off  the  ground.  ■ 
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Electronics  and  Electrical  Products 


YARDSTICKS 

OF  MANAGEMENT 

PERFORMANCE 


Electronics  companies  are  growth  companies, 

rigfit?  Not  necessarily.  Only  some  are  growth  companies, 

and  many  of  them  are  becoming  less  so. 


Whenever  the  conversation  turns  to 
growth  companies,  electronics  invari- 
ably Is  one  of  the  first  businesses  to 
be  mentioned.  The  words  growth  and 
electronics  have  become  almost  syn- 
on\mous. 

But  look  at  the  numbers  below. 
Taken  together,  the  34  biggest  com- 
panies in  electronics  and  electrical 
products  hardly  show  a  uniform  pic- 
ture of  wildfire  growth.  Over  half  of 
them  rank  below  the  average  for  U.S. 


industry  in  either  sales  or  earnings 
growth.  Some  which  rank  high  in 
sales  growth,  rank  low  in  earnings 
growth,  and  vice  versa.  It's  very  much 
a  mixed  pattern. 

There  are  plenty  of  individual 
growth  companies,  to  be  sure,  and  the 
Forbes  Yardsticks  list  the  bigger  ones. 
But  just  because  a  company  operates 
in  a  field  where  growth  opportunities 
abound  (see  following  story),  does 
not  mean  that  it  too  will  be  a  growth 


HOW  THEY  RANK: 

A- 

AMONG  ALL 

COMPANIES 

B-IN  OWN  INDUSTRY 

PROFITABILITY 

GROWTH 

5-Vui 

Latest  12-Montli 

5-Year  Return 

1 

i'Year  Annual 

5-Year  Annual 

Rtturn  on  E< 

luify 

Return  on  Equity 

on 

Total  Capital 

Sales  Growth 

Earnings  Per  Share  Growth 

Rank 

Per- 

Rank 

Per- 

Rank 

Per- 

Rank 

Per- 

Rank 

Per- 

Company 

A 

B 

cent 

A 

B 

cent 

A 

B 

cent 

A 

B 

cent 

A 

B 

cent 

Magnavox 

8 

(1) 

33.6 

15 

(2) 

27.0 

5 

(1) 

29.1 

98 

(11) 

17.8 

4€ 

(5) 

19.7 

Avnet 

15 

(2) 

29.7 

32 

(4) 

22.6 

33 

(5) 

19.4 

17 

(2) 

39.6 

58 

(8) 

18.8 

AMP 

26 

(3) 

25.5 

10 

(1) 

27.5 

12 

(3) 

23.0 

118 

(14) 

16.1 

29 

(3) 

25.5 

Zenith  Radio 

29 

(4) 

25.1 

41 

(6) 

21.4 

11 

(2) 

25.1 

197 

(19) 

12.4 

174 

(17) 

10.9 

Whirlpool 

54 

(5) 

21.0 

45 

(7) 

21.0 

58 

(9) 

16.6 

296 

(25) 

9.8 

249 

(22) 

8.4 

Emerson  Electric 

59 

(6) 

20.6 

39 

(5) 

21.6 

34 

(6) 

19.2 

62 

(6) 

20.8 

92 

(11) 

14.6 

Hewlett-Packard 

64 

(7) 

20.4 

76 

(10) 

17.9 

32 

(4) 

19.9 

87 

(10) 

18.6 

53 

(6) 

19.0 

RCA  Corp 

66 

(8) 

20.1 

91 

(11) 

17.0 

123 

(14) 

13.3 

261 

(21) 

10.9 

143 

(15) 

12.2 

Black  &  Decker 

76 

(9) 

19.6 

57 

(9) 

19.5 

55 

(8) 

16.9 

111 

(13) 

16.6 

126 

(13) 

13.0 

Corning  Glass 

79 

(10) 

19.3 

107 

(12) 

16.3 

51 

(7) 

17.4 

267 

(22) 

10.5 

263 

(24) 

7.9 

Teledyne 

102 

(11) 

17.7 

144 

(15) 

14.9 

87 

(10) 

14.8 

3 

(1) 

84.3 

9 

(1) 

42.9 

Motorola 

125 

(12) 

16.7 

175 

(17) 

14.2 

127 

(16) 

13.1 

158 

(17) 

14.3 

253 

(23) 

8.2 

Reliance  Electric 

129 

(13) 

16.3 

56 

(8) 

19.6 

103 

(11) 

14.2 

33 

(4) 

27.0 

66 

(9) 

17.8 

Texas  Instruments 

134 

(14) 

162 

271 

(23) 

12.0 

109 

(12) 

J4.1 

99 

(12) 

17.7 

234 

(19) 

8.9 

General  Electric 

140 

(15) 

16.0 

143 

(14) 

14.9 

125 

(15) 

13.1 

292 

(24) 

9.9 

391 

(29) 

4.1 

Fedders 

143 

(16) 

16.0 

17 

(3)' 

26.3 

232 

(22) 

10.8 

21 

(3) 

34.5 

21 

(2) 

31.4 

McGraw-Edison 

204 

(17) 

14.2 

242 

(22) 

12.7 

109 

(12) 

14.1 

381 

(32) 

7.7 

292 

(26) 

7.0 

Honeywell 

209 

(18) 

14.1 

164 

(16) 

14.4 

278 

(23) 

10.0 

143 

(16) 

15.0 

240 

(21) 

8.7 

Lear  Siegler 

223 

(19) 

13.9 

180 

(19) 

14.1 

166 

(18) 

12.2 

40 

(5) 

25.5 

56 

(7) 

18.9 

Raytheon 

248 

(20) 

13.3 

140 

(13) 

15.0 

174 

(19) 

12.0 

76 

(7) 

19.6 

45 

(4) 

19.8 

Ampex 

255 

(21) 

13.1 

300 

(25) 

11.4 

315 

(26) 

9.0 

139 

(15) 

15.2 

162 

(16) 

11.2 

Hoover 

257 

(22) 

13.0 

237 

(20) 

12.8 

161 

(17) 

12.3 

514 

(34) 

4.2 

381 

(27) 

4.3 

Schlumberger 

282 

(23) 

12.6 

179 

(18) 

14.1 

177 

(20) 

11.9 

420 

(33) 

6.7 

119 

(12) 

13.3 

North  Amer  Philips 

337 

(24) 

11.6 

314 

(27) 

11.1 

218 

(21) 

11.0 

81 

(9) 

19.1 

387 

(28) 

4.2 

Westinghouse  Elec 

344 

(25) 

11.4 

301 

(26) 

11.4 

308 

(25) 

9.2 

341 

(28) 

8.5 

142 

(14) 

12.2 

Collins  Radio 

345 

(26) 

11.4 

503 

(31) 

6.6 

374 

(29) 

7.9 

371 

(31) 

7.8 

219 

(18) 

9.4  •= 

General  Instrument 

395 

(27) 

10.3 

539 

(33) 

3.8 

286 

(24) 

9.7 

78 

(8) 

19.5 

478 

(31) 

-0.9  ; 

Sunbeam 

433 

(28) 

9.5 

442 

(30) 

8.3 

316 

(27) 

9.0 

305 

(26) 

9.5 

512 

(32) 

-3.8  f 

Fairchild  Camera 

452 

(29) 

8.8 

564 

(34) 

def. 

460 

(30) 

6.2 

287 

(23) 

9.9 

553 

(33) 

tt 

Gould 

455 

(30) 

8.8 

404 

(28) 

9.2 

359 

(28) 

8.2 

322 

(27) 

8.9 

288 

(25) 

7.1 

Admiral 

523 

(31) 

5.5 

519 

(32) 

5.7 

503 

(31) 

5.3 

343 

(29) 

8.4 

462 

(30) 

0.2 

Bunker-Ramo 

'.-* 

411 

(29) 

9.1 

«» 

177 

(18) 

13.5 

t 

l-T-E  Imperial 

i  « 

280 

(24) 

11.9 

»4 

226 

(20) 

11.7 

82 

(10) 

15.4 

Sybron 

■3« 

241 

(21) 

12.8 

»» 

351 

(30) 

8.2 

238 

(20) 

8.8 

Industry    Median 

16.0 

14.2 

13.1 

13.9 

10.9 

Note:  Explanation  of  yardstick  calculations  on 

page  43. 

tDeficit  t 

0  a  profi 

;:  not  ranked 

.    "Not 

available 

ttProfit  tc 

a  deficit 

I  ranked 

last,     def.- 

-Deficit. 
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Labor 
uprising 


Minnesota  boasts  the  highest  secondary  school  graduation 
rate  in  the  country,  92%.  Vocational-Technical  school 
enrollnnent  in  Minnesota  is  up  30%. 

Minnesota  has  unique  programs  and  facilities  for  training 
?ts  psopie  to  meet  your  labor  needs.  Get  all  the  details 
in  our  free  booklet  "Minnesota's  Instant  Manpower." 


minnesota 

Department  of  Economic  Development 
Industrial  Development  Division  Suite  202 
57  West  7th  Street.  St.  Paul,  Minnesota  55102 
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Electronics 


company.  Few  fields  Iia\e  enjoy< 
better  growth  over  the  last  decade 
than  tele\ision,  semiconductors  and 
-household  appliances,  but  not  enough 
to  make  big  growth  winners  of  Sun- 
beam. Admiral  and  Fairchild  Camera. 
^.If  anything,  the  abundance  of 
growth  opportunities  can  make  it  more 
difficult,  not  easier,  to  compile  a  long- 
temi  growth  record.  That's  because 
along  with  these  opportunities  comes 
a  \icious  rate  of  technological  change 
and  obsolescence,  plus  hordes  of  com- 
petitors attracted  by  the  growth  pos- 
sibilities. An  electronics  company  must 
step  ]i\-eK-  to  keep  sales  and  earnings 
rising  for  more  than  a  \ear  or  two. 

What  is  worth  noting  about  elec- 
tronics is  that  its  profitability  is  every 
bit  as  high  as  its  growth  rate,  de- 
spite the  large  proportion  of  sales 
on  low-margined  go\ernment  con- 
tracts. The  Yardstick  numbers  tell  the 
stor\ .  Ten  of  the  34  electronics  outfits 
rank  in  the  top  100  U.S.  companies 
in  fi\e-\ear  return  on  stockholders' 
equity.  Fully  half  of  them  rank  in 
the  top  200;  three-fourths  of  them 
are  abo\ e  the  a\erage  of  all  industry. 
Why?  Because  electronics  compa- 
nies require  only  a  relatively  small 
capital  investment.  Where  a  steel 
company  or  electric  power  companv' 
needs  S.3  or  .84  of  plant,  machinery 
and  other  assets  to  produce  a  dollar 
of  re\enue,  an  electronics  company 
t>pically  needs  only  $1  or  less  of 
assets.  This  means  that  electronics 
companies  can  make  high  returns  on 
equity  and  on  invested  capital  even 
though  their  profits  per  dollar  of  sales 
may  not  be  great. 

But  if  electronics  is  a  high-return- 
on-assets  business,  it  seems  to  be  be- 
coming less  so.  For  the  third  year 
in  a  row,  Forbes  Yardsticks  show  a 
significant  downtrend  in  the  latest  12- 
month  return  on  equit\  for  a  major- 
it>-  of  the  companies.  Inflation  no 
doubt  is  taking  its  toll  in  the  form  of 
increased  wage  and  materials  costs. 
It  is  also  cutting  into  the  sales  curves 
of  the  consumer  electronics  producers. 
Others  have  been  hurt  by  cutbacks 
during  the  last  two  or  three  \ears  in 
defense  and  space  spending.  Rapidh 
changing  technology,  especialK  in 
semiconductors,  has  not  helped  either. 
It  would  be  wrong  to  paint  too 
gloomy  a  picture  for  this  industry.  But 
in  reading  the  following  story  alwut 
some  of  its  future  prospects,  it  would 
be  wrong  to  get  swept  up  b\  the 
electronics  company  growth  mystique. 
For  individual  companies,  the  dif- 
ference between  pro-spects  and  per- 
fomiance  can  be  a  very  large  one. 
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5 1970's  are  a  whole  new  thing.  More  leisure,  more  youth,  more 
_   y,  more  of  everything  is  predicted  for  people  in  America. 
:  ft  drink  and  beer  containers,  convenience  packaging,  pet  foods  and 
red  foods  are  at  the  heart  of  exciting  new  markets. 

tional  Can's  efforts  will  be  centered  on  these  markets.  We  look  at 
e  'O's  as  *a  time  for  great  growth.  You  are  invited  to  look  over  our 
h:  Ider.  Write  for  a  free  copy  of  "Look  at  National  Can  look  at  the 
g:  "s,"  National  Can  Corporation,  Midway  Center,  Chicago,  Illinois 
C  8. 

u'll  get  a  good  look. 

I<  National  Can  Corporation 
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Electronics 


Ifs  Electronic,  Ifs  Important— But  Is  It  Useful? 


There's  a  coronation  long  overdue 
for  Queen  Electricity,  given  the 
command  that  she  already  has  over 
cmr  daily  lives.  For  the  mark  of  our 
civilization  is  not  so  much  the  internal 
combustion  engine  as  our  almost 
total  dependenc>  on  products  elec- 
trical and,  increasingly,   electronic. 

Awake  or  asleep,  24  hours  a  day, 
she  heats  us,  cools  us,  awaken.,  us, 
feeds  us,  transports  us,  teaches  us, 
entertains  us,  employs  us.  And  when 
at  last  oiu'  life-timer  runs  out,  elec- 
tricitx  e\en  powers  the  controls  in  our 
cremation. 

Now  she  is  bus\  inaugurating  a 
new  reign  of  womb-to-tomb  elec- 
tronics: The  kitchen  is  to  be  banished 
and  the  "'gourmet  hobby  room'  will 
take  its  place,  electricity  will  also  cre- 
ate the  "indoor  family  health  center" 
out  of  what  once  was  the  common 
bathroom. 

The  bathroom  s  first  signs  of  meta- 
morphosis are  in  the  growing  tangle 
of  electrical  cords  as  the  water-picks 
intertwine  with  the  electric  tooth- 
brushes and  the  exercise  machines. 
The  automatic  soap  latherer  prepares 
one  for  the  whirlpool-bathtub.  Shav- 
ers, hairdr\ers  and  electricalK  oper- 
ated thigh  massagers  sprout  hydra- 
like from  cabinets  and  outlets,  mak- 
ing a  mockerv"  of  Grandmother's 
earnest  warning  against  using  elec- 
tricity  near   water. 

Housewife's  Delight? 

The  kitchen?  Toda\  one  might  go 
onto  the  glass-enclosed  patio,  plug  in 
the  designer-decorated  electric  fry- 
pan,  toss  a  roast  into  the  nucrowa\e 
oven,  slip  des.sert  into  the  automatic 
defroster-cooker,  and  have  a  banquet 
for  12  prepared  in  less  time  than  it 
takes  to  tell.  \\'ith  the  blender  creat- 
ing the  strawbevr\  daifjuiris,  the 
toaster  thrusting  out  (juick-bake  can- 
apes and  the  monogranmied  electric 
fondue  set  sharing  an  outlet  with  the 
electric  car\ing  knife,  one  is  elec- 
trically read\  for  the  feast.  Dishes? 
No  longer  a  problem:  the  electric 
dishwasher  waits. 

Look  a  little  closer,  however,  and 
one  sees  that  most  of  these  products 
are  mere  applications  of  the  basic 
electric  motor  or  heating  unit.  The\ 
are  not  realK  new  products — which 
is  an  important  due  to  the  challenge 
facing  the  electrical  and  electron!' s 
mamifacturers  in  the  .Seventies. 

Unfortmiateh',  a  major  scientific 
breakthrough  in  the  laboratory  may 
have  little  applicability  in  office,  plant 
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Ecstasy.  Elecfrically  induced  ex- 
hilaration is  not  confined  to 
strobe-lit  discotheques,  as  this 
weight-reducing  chair  shows. 
Electrical  companies  offer  such 
varied  "personal  care"  items 
as    foot    and    thigh    massagers. 


or  home.  If  there  is  a  theme  for  the 
Seventies  in  the  electronics  field,  it  is 
the  search  for  wa\s  of  converting 
the  scientific  discoveries  of  this  decade 
and  the  last  into  useful,  e\er\day 
products.  And  that  is  not  so  eas\-  as 
it  seems. 

Electronics  e.vecutives,  (jueried  by 
Forbes,  recognized  the  difficult)  by 
their  almost  unanimous  judgment  that 
we  are  entering  "a  period  of  con- 
solidation' and  "the  maturation  of 
existing  teclmologies."  In  otlier  words, 
to  fashion  e.xisting  scientific  knowl- 
edge into  new  products. 

"There's  no  point  in  making  faster 
elevators  until  we  can  be  sure  we're 
sending  them  to  the  floor  on  which 
the\'re  needed,"  said  a  spokesman  for 
Reliance  Electric,  discussing  computer 
control  of  these  vertical  vehicles. 

The  new  products  that  are — or  can 
be — de\eloped  will  also  place  new- 
demands  on  industry.  Equipment  is 
becoming  increasingly  more  sophisti- 
cated than  the  people  who  operate 
it.  Time  was  when — under  duress, 
perhaps — the  man  of  the  house  could 
repair    an    erratic    appliance:    a    new 


element  for  the  iron,  a  new  tube 
for  the  radio.  Now  the  product  is 
too  complex.  It  must  have  dei^end- 
ability  built  in,  or  an  increasingly 
suspicious  group  of  customers  might 
hold  off  buying  it  at  all.  1 

"Testing,  and  more  testing,  par-  •' 
ticularly  on  line,  that's  where  future 
emphasis  must  be  placed,"  maintains 
Robert  B.  Reynolds,  sales  manager 
for  Sybron's  Taylor  Instruments. 
"Electronic  devices  for  determining! 
physical  properties — such  as  our 
infrared  analyzer  which  measures 
moisture  content  for  the  paper  in- 
dustry— these  are  the  needed  de- 
velopments now. 

"In  attempting  to  make  sy.stemi 
foolproof,"  he  goes  on,  "that  is,  to 
eliminate  a  high-skill  requirement  on 
the  part  of  the  user,  100%  testing  un- 
der environmental  conditions  is  really 
essential  today." 

Emerson's  spokesman  says:  "Ad- 
aptation of  space  electronics  to  in- 
dustry and  for  commercial  markets 
will  characterize  the  Seventies."  He 
gives  as  an  Emersonian  example  the 
fact  that  checking  the  control  panel 
of  a  military  aircraft  once  took  all 
day.  The  process  now  takes  a  half 
hoiu-  with  a  computer-connected  de- 
\ice  Emerson  de\eloped.  "That  same 
de\ice  now  is  being  adapted  to  work 
in  manufacturing  operations  on  the 
assembl\-  line  and  in  automated 
processes,"  he  sa>s. 

The  Great  What-For 

Lasers  were  to  be  one  of  the 
wonders  of  the  Sixties.  But  as  with 
many  such  de\elopments,  perhaps  too 
much  was  expected  too  soon.  A  wag 
once  described  the  laser  as  "a  .solu- 
tion in  search  of  a  problem."  Only 
recent])-  has  the  laser  found  some 
problems  it  could  soKe. 

Some  5,000  men  and  women  walk- 
ing around  today  have  had  laser  work 
done  on  their  exes  to  remove  tiny 
tumors,  to  weld  detached  retinas  and 
to  treat  other  ophthalmological  dis- 
orders. And  RC-^  recenth-  showed  its 
Selecta\'ision,  a  prerecorded  color 
television  playback  s\'stem,  introducing 
the  first  consumer  product  rehing  on 
holograph)-  (a  laser  and  optical  in- 
terference technique ) . 

But  these  uses  .so  far  are  minor, 
at  least  in  tenns  of  their  impact  on 
business  and  people.  And  sonie  of 
the  achie\-enients  of  laser.s — such  as 
aligning  the  digging  of  the  8,000- 
foot  Azotea  Tunnel  through  the  moun- 
tains  at  Chama,   N.M. — had   already 
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\ielded  to  older  and  simpler  tech- 
nologies. The  real  potential  ot  the 
laser,  as  illustrated  b>  its  abilit\  to 
carry  millions  of  channels  of  informa- 
tion throusjh  a  sinsile  small  pipe, 
awaits  realization  in  the  future. 

Does  this  mean  that  the  laser  is 
a  failure?  Xot  at  all.  But  its  reiii  im- 
portance, at  least  for  the  present,  is 
still  that  scientists  around  the  world 
are  usiuij  t>pes  of  lasers  to  %mu 
knowledge,  to  stuck  the  structure 
of  matter,  to  probe  the  'hot"  plasma 
of  high-energy  ions  and  electrons,  to 
initiate  pulses  of  light  that  blink  on 
and  oft  in  a  trillionth  of  a  second 
or  less,  to  analyze  the  electromatinetic 
nature  of  light  itself. 

From  this  work  will  c-ome  the 
knowledge  leading  to  laser-a)ntrolled 
materials  processing,  including  that  of 
biological  tissue,  measurement  and 
alignment,  communications  data  pro- 
cessing, imaging  and  information  dis- 
play, illumination,  security  and  re- 
search on  a  larger  scale  than  at 
present. 

Match-Making 

In  essence,  the  Seventies  nnist 
weigh  electronic  technology  against 
oiH"  problems.  Thus  Raytheon  talks 
in  terms  of  combining  "sensors,  data 
processing  and  digital  display"  in 
controlling  \ehicnlar  traffic.  Ampex 
is  pushing  its  X'ideofile  system 
as  a  key  element  in  "a  unicjue 
county  wide  [Los  .\ngeles]  television 
system  designed  to  increase  efficiency 
and  reduce  costs  of  law  enforcement." 
The  company's  random-access  audio- 
visual instructional  system  is  being 
built  into  the  novv-uiider-construction 
Pima  College,  which  will  offer  two- 
year  liberal  arts,  technical  and  voca- 
tional programs  in  Tucson,  Ariz. 

RCA  has  a  laser  beam  "intrusion 
alarm,"  Emerson  an  "ultrasonic 
burglar  alarm."  Ceneial  Electric  en- 
\isions  "floor-cleaning  appliances  de- 
signed to  follow  a  prescribed  course 
throughout  the  home  without  the  at- 
tention of  the  homemaker."  And  the 
whole  house  of  the  future  might  be 
heated  by  a  product  such  as  Ray- 
theon's two-pound,  cotfee-can-sized 
heat   transfer   module. 

\o  question  about  it,  the  technol- 
ogy is  available:  for  huge  wall-screen 
television  sets,  for  computerized  libra- 
ries, even  electronic  Uuv  enforcement. 
But  the  big  rewards  will  go,  not  so 
much  to  the  companies  that  make 
the  scientific  discoveries,  as  to  the 
companies  that  turn  these  discoveries 
into  useful,  marketable  products  and 
services.  ■ 


First  National  State, 

New  jersey's 

leading  bank/ 

has  the  talent 
and  the  resources 
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corporate  banking. 

Perhaps  we  could  be  helpful. 


fSTABLISHED  181? 


JPirst  Jlatioudl  State 

BANK  OF  NEW  JERSEY 

Total  Rrstiurces  Oirr  $H(M)  Million 
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WHEELS 


The  1969  Simmons  Study 
shows  that  61.5%  of 
FORBES'  readers  own  two 
or  more  cars. 

Among  all  57  publica- 
tions measured  in  this 
study,  FORBES  has  the 
top  concentration  of  these 
multi-car  households. 

FORBES  readers  don't  just 
own  American  business. 

They  run  it. 


Forbes:  capitalist  tool 


'When  you 
pay  too  little  you 
^sometimes  lose  every- 
\thing, because  the  thing ^ 
[you  bought  is  incapablel 
\pf  doing  the  thing  you 
bought  it  to  do.'\ 
John  Ruskin 


Quality  control  —  100%  inspection  —  are 
standard  practices  at  Young.  We  build  an 
extra  margin  of  quality  into  our  products 
to  protect  our  customers.  We're  not  often 
the  low  bidder  —  but  when  your  reputation 
rides  on  performance,  Young  is  your  as- 
surance of  flawless  performance! 


YOUNG  RADIATOR  COMPANY 

General  Offices:  Racine,  Wisconsin  53403 

Radiators     •     Heat  Exchangers     •     Oil  Coolers 

Condensers     •     Unit  Heaters 
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Aerospace 

and 

Defense 


When  the  defense  and  space  budgets  get  smaller, 

some  of  the  giant  companies 

that  depend  on  government  spending 

are  bound  to  get  smaller  too. 


There  are  not  very  many  industries 
in  which  one  can  say  with  certainty 
that  some  billion-dollar  companies 
will  look  very  different  a  year  from 
now.  Aerospace  and  defense,  how- 
ever, is  such  an  industry. 

The  latter  half  of  the  Sixties,  the  war 
in  Vietnam  notwithstanding,  has  been 
very  rough  on  the  big  defense  con- 
tractors. Douglas  Aircraft  almost  went 
under  before  being  rescued  by  Mc- 
Donnell Aircraft.  Lockheed  is  stagger- 
ing. In  fact,  the  accompanying  Forbes 
Yardsticks  show  that  almost  all  the 
billion-dollar  aerospace  giants  have 
huge-to-appreciable  declines  in  return 
on  equity  for  the  latest  12  months 
vs.  the  average  for  the  last  five  years. 


YARDSTICKS 

PERFORD/IANCE 

OF  D/IANAGEIVIENT 


Even  Norris  Industries,  which  leads 
the  Yardsticks  in  almost  every  cate- 
gory, was  selling  at  only  4/2  times 
earnings.  The  reason:  Norris'  chief 
product  is  shell  casings,  and  its  pro- 
fitability owes  a  lot  to  Vietnam  de- 
mand, which  the  market  thinks — 
even  hopes — is  bound  to  decline. 

The  sole  exception  among  the 
giants,  McDonnell  Douglas,  records  a 
huge  increase,  owing  partly  to  its 
highly  profitable  continued  produc- 
tion of  F-4  Phantom  Jet  fighters  and  de- 
liveries of  the  DC-8  and  DC-9  com- 
mercial planes.  (And  partly  to  a 
statistical  anomaly  owing  to  Douglas' 
losses  of  1967.)  However,  toward  the 
end  of  the  year  the  St.  Louis-based 
aircraft  company  warned  stockholders 
that  lean  profit  times  were  upon  them. 
Orders  were  declining  for  the  DC-8 
and  DC-9  in  anticipation  of  McDon- 
nell's airbus,  the  DC-10,  due  late 
next  year. 

What    goes    on? 

Like  McDonnell,  most  of  the  others 
were  caught  between  declining  rev- 
enues on  older  products  and  programs 
and  increased  spending  for  new  or 
anticipated  work  that  would  sustain 
them  in  the  new  decade.  Some  of  the 


big  companies  also  were  experiencing 
losses  on  various  contracts  with  the 
Defense  Department,  an  occurrence 
tjiat  came  to  widespread  notice  in 
1969   {see  following  story). 

But  their  troubles  were  not  only  in 
defense  lines.  Boeing's  and  McDon- 
nell's commercial  plane  businesses  are 
becalmed  during  the  changeover  from 
conventional  jets  to  the  new  wide- 
bodied  jets.  And  everyone  connected 
with  the  space  business  faces  the 
bleak  fact  that  after  the  Apollo  moon 
program,  for  which  most  of  the  major 
contracts  have  already  been  com- 
pleted, future  spending  on  space  is 
in  a  limbo  of  uncertainty.  Small  won- 
der then  that  toward  year's  end  the 
stock  market  was  granting  many  of 
these  giants  of  aerospace  and  defense 
multiples  of  around  ten  times  their 
earnings. 

The  market  was  kinder  to  Raytheon, 
reflecting  not  only  the  firm's  rising 
earnings,  but  its  entrenched  position 
in  defense  missiles.  Congress  came 
through  belatedly  with  a  $60-million 
authorization  for  Raytheon's  contract 
on  the  Army's  SAM-D  missile,  and 
Raytheon  is  also  a  factor  in  the  anti- 
missile-missile    system     (now     called 


HOW  THEY  RANK: 


A— AMONG  ALL  COMPANIES 


B-IN  OWN  INDUSTRY 


PROFITABILITY 

GROWTH 

5-Year 

Latest  12-Month 

5- Year  Return 

>-Year  Annual 

5-Year  Annual 

Return  on  Equity 

Return  on  Equity 

on 

Total  Capital 

Sales  Growth 

Earning! 

Per  Share  Growth 

Rank 

Per- 

Rank 

Per- 

Ra 

nk 

Per- 

Rank 

Per- 

Rank 

Per- 

Company 

A 

B 

cent 

A 

B 

cent 

A 

B 

cent 

A 

B 

cent 

A 

B 

cent 

Norris  Industries 

24 

(1) 

25.7 

22 

(2) 

24.5 

23 

(1) 

20.8 

20 

(1) 

36.4 

13 

(1) 

38.9 

Grumman 

53 

(2) 

21.2 

142 

(8) 

14.9 

54 

(2) 

17.0 

179 

(8) 

13.4 

187 

(9) 

10.3 

Cessna  Aircraft 

63 

(3) 

20.4 

60 

(4) 

19.2 

67 

(3) 

16.0 

93 

(4) 

18.2 

115 

(6) 

13.5 

Lockheed  Aircraft 

132 

(4) 

16.2 

427 

(11) 

8.6 

86 

(5) 

14.9 

563 

(16) 

1.3 

529 

(14) 

-8.1 

RohrCuip 

142 

(^>) 

16.0 

58 

(3) 

19.3 

136 

(6) 

12.9 

154 

(6) 

14.5 

39 

(3) 

21.7 

Beech  Airr  raft 

177 

(6) 

15.0 

544 

(17) 

3.4 

82 

(4) 

15.0 

185 

(9) 

13.1 

534 

(15) 

-11.8 

McDonnell  Douglas 

jl?2 

<7) 

14.9 

9 

(1) 

28.1 

209 

(10) 

11.3 

144 

(5) 

14.9 

33 

(2) 

24.6 

General  Dynamics 

183 

m 

9 

543 

(16) 

3.4 

289 

(15) 

9.6 

250 

(12) 

11.1 

547 

(17) 

-24.2 

Boeing 

208 

(9) 

1 

540 

(15) 

3.6 

217 

(11) 

11.0 

329 

(14) 

8.7 

538 

(16) 

-14.0 

Northrop 

242 

(^0) 

13.4 

131 

(6) 

15.4 

233 

(13) 

10.8 

228 

(11) 

11.6 

94 

(5) 

14.6 

Raytheon 

243 

(11) 

13.3 

140 

(7) 

15.0 

174 

(7) 

12.0 

76 

(3) 

19.6 

45 

(4) 

19.8 

United  Aircraft 

272 

(12) 

12.7 

335 

(10) 

10.7 

259 

(14) 

10.3 

225 

(10) 

11.7 

248 

(12) 

8.4 

Fairchild  Hiller 

279 

(13) 

12.6 

88 

(5) 

17.2 

203 

(9) 

11.4 

31 

(2) 

28.8 

217 

(10) 

9.4 

North  Amer  Rockwell 

292 

(14) 

12,5 

440 

(12) 

8.4 

186 

(8) 

11.8 

568 

(17) 

0.4 

526 

(13) 

-6.8 

Collins  Radio 

345 

(15) 

11.4 

503 

(14) 

6.6 

374 

(16) 

7.9 

371 

(15) 

7.8 

219 

(11) 

9.4 

Bendix 

368 

(16) 

10.9 

307 

(9) 

11.3 

222 

(12) 

10.9 

172 

(7) 

13.7 

181 

(8) 

10.6 

Curtiss-Wright 

511 

(17) 

6.4 

479 

(13) 

7.5 

458 

(17) 

6.2 

312 

(13) 

9.2 

148 

(7) 

12.1 

Industry  Median 

?« 

-.'. 

14.1 

11.3 

11.4 

13.1 

10.3 

Note:  Explanation  of  yardstick 
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Safeguard),  whicli  got  an  initial  go- 
aliead   in    1969. 

Some  contractors,  in  fact,  often 
look  less  vulnerable  than  the  big  com- 
panies they  serxe.  Curtiss  Wright  has 
cJiosen  the  subcontractor  route  in  an 
effort  to  regain  its  one-time  profitabil- 
ity and,  as  the  Yardsticks  show,  is 
making  progress.  Rohr  Coip.  and 
Northrop  Corp.  were  in  a  good  position 
as  1969  and  the  Sixties  ended.  Both 
are  suppliers  on  Boeing's  747  jumbo 
jet.  Despite  dela\s,  their  deliveries  to 
Boeing  and  their  payoffs  were  be- 
ginning on  that  job.  Boeing,  b>  con- 
trast, was  still  nowhere  near  the 
break-even  stage.  It  showed  a  third- 
(juarter  loss  in  a  \ear  of  shaiph' 
lower  earnings  overall. 

As  1969  ended  e\eryone  was  wait- 
ing to  see  who  would  be  awarded 
the  Air  Force  prime  contract  on 
the  F-15  fighter,  potentially  worth 
more  than  S7.7  billion.  Fairchild  Hil- 
ler,  recovering  from  a  disastrous  at- 
tempt to  build  a  commercial  plane, 
was  pitted  against  Xorth  .American 
Rockwell  and  McDonnell  Douglas  in 
the  F-15  battle.  .Northrop  was  in  that 
battle  too,  but  on  the  sidelines, 
riM)ting  tor  North  American  for  which 
it  would  subcontract.  North  Ameri- 
can gave  the  e.\pense  of  competing 
for  the  F-15  job  as  one  reason  corpo- 
rate earnings  were  off  2(W  in  the  fiscal 
year  to  Sept.  30,  despite  gains  in  the 
commercial  products — or  Rockwell — 
side  of  the  business. 

In  the  Race 

All  three  competitors  for  the  F-15 
want  the  contract  to  fill  their  plants, 
utilize  their  laboriously  built  up  en- 
gineering forces,  to  keep  them  in  the 
business  to  a  great  e.xtent.  McDonnell, 
no  less  than  the  others,  wants  it  badly 
to  replace  the  F-4  production  in  St. 
Louis  that  can't  really  go  on  forever 
— although  it  seems  to,  having  be- 
gun in  1958. 

In  another  race,  McDonnell  Doug- 
las pulled  ahead  late  in  the  year,  gain- 
ing another  order  for  the  DC-10, 
giving  it  201  orders  or  options  on  its 
airbus.  Lockheed,  platming  its  return 
to  txjmmercial  aviation  with  the  L- 
1011,  now  has  181  orders  or  options, 
Boeing  was  coimting  on  its  larger 
plane,  the  747,  going  into  operation 
this  year,  gaining  acceptance  and  re- 
cruiting more  than  its  current  186 
orders  as  it  went. 

So  for  the  big  guns  in  aerospace, 
the  Sixties  ended  as  a  time  of  watch- 
ful waiting,  with  some  present  expen- 
ditures for  future  earnings  that  may 
or  may  not  pan  out.  Some  very  big 
cx)mpanies  may  wind  up  becoming  a 
lot  smaller.  The  question  is:  which 
ones? 


W^nt  to  know  where  to  go 
to  make  your  fortune  ?_^ 


Read  all  about  it.  Free. 


Send  for  our  brochure,  "The 
Industrial  Southeast."  Tells  you 
about  our  six-state  territory 
(Alabama,  Georgia,  Florida,  the 
Carolinas,  and  Virginia)  and  about 
the  site  selection  services  of  our 
development  staff.  ^ 

Address:  J.  R.  LeGrand, 
Asst.  Vice  President, 
Industrial  Development, 
Seaboard  Coast  Line      ioAs%°uNE 
Railroad,  Jacksonville,  railroad 
Florida  32202. 


This  announcement  is  under  no  circumstances  to  be  coitstiHtd  iii  an  ofjer  to  sell  or  as  a  s'lliciialion  oj    |||j 
an  offer  to  buy  any  oj  these  securities.  The  oljerinx  is  nuiile  only  by  the  Prospeil/n. 


December  4,  1969 


406,900  Shares 


Computing  &  Software,  Inc. 


Common  Stock 

(Without  P.U  Value) 


Price  ^63  Per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  Slate  in  irhich  this 
announcement  is  circulated  jiom  only  such  of  the  undersif^ncJ  of  other 
dealers  or  brokers  as  may  laujiilly  offer  these  securiiies  in   such  Stale, 


Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 


Blyth  &  Co.,  Inc. 
GloreForgan.Wn^ 
Loeb,  Rhoades  &  Co. 


While,  Weld  &  Co. 
Eastman  Dillon,  Union  Securities  &  Co. 


Drexel  Harriman  Ripley 

Incorporated 

Glore  Forgan,  Wm.  R.  Staats  Inc.       Hornblower  &  Weeks-Hemphiil,  Noyes       Kidder,  Peabody  &  Co. 

Incorporated 

Paine,  Webber,  Jackson  &  Curtis  Smith,  Barney  &  Co. 

Incorporated 

Stone  &  Webster  Securities  Corporation  Dean  Witter  &  Co. 

Incorporated 
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Aerospace  and  Defense 


Cost  Plus 
and  Then  Some 


Disillusion  over  Vietnam  and  concern  over  inflation 
have  combined  to  darken 
prospects  for  defense  contractors. 


The  Big  Bird.  Under  the  name 
L-500,  Lockheed  hopes  io  sell 
commercial  corgo  versions  of 
fhe  huge  C-5A  (above)  by  1973 
and  thereby  recoup  whafever  it 
loses    on    the    military    contract. 


The  citizen  whose  exposure  to  con- 
tracting ends  with  giving  a  tradesman 
the  go-ahead  for  a  new  roof  or  paint 
job  on  tlie  house  will  not  be  particu- 
larly surprised  when  the  U.S.  Senate 
tells  him  that  35  weapons  systems  for 
which  his  Defense  Department  had 
contracted  to  pay  $72.4  billion  will 
now  cost  $94.1  billion.  It  happens  in 
everything  these  days. 

The  only  trouble  is  that  defense 
isn't  just  another  item  in  the  budget. 
It  encompasses  some  9%  of  the  gross 
national  product. 

Yet  last  year  was  virtually  the  first 
year  in  which  the  citizenry  heard 
such  things,  after  years  of  hearing 
how  well  Robert  McNamara  and  his 
cost-effective  managers  were  running 
the  Defense  Department.  Representa- 
tive George  H.  Mahon,  Democrat  ot 
Texas  and  head  of  the  House  Appro- 
priations Committee — which  musi 
approve  the  .spending  of  all  those 
dollars— calls  1969  the  "year  of  the 
cost  overrun."  More  precisely,  the 
overruns  have  been  going  on  for 
years. 

From  now  on,  for  example,  every 
major  contract  let  by  the  Pentagon 
will  include  "milestones,"  or  points  at 
which  the  contractor  will  have  to 
come  back  to  the  Secretary  of  De- 
fense to  show  how  the  work  is  going. 
At  each  of  these  milestones,  on  the 
basis  of  progress  or  the  lack  of  it  thus 
lar,  the  decision  will  be  made  to  con- 
tinue or  curtail  the  program. 

Senator  John  C.  Stennis'  Senate 
Armed  Services  Committee  has  vowed 
to  "monitor  very  closely"  all  defenst^ 
contracts  to  prevent  the  kind  of  sur- 
prise disclosures  of  runaway  costs  that 
came  to  light  last  year.  It  was  this 
committee,  after  an  investigation  in 
cooperation  with  the  Pentagon,  that 
last  month  produced  the  report  ol 
overruns  on  35  weapons  systems. 
Senator  Stennis,  a  Mississippi  Demo- 
crat and  traditional  friend  of  the 
military,  was  rather  unsparing  in  his 
announcement  of  the  findings,  calling 
for  improvement  in  the  Pentagons  re- 
porting to  Congress. 

Let's  Be  Realistic 

The  services,  wishing  to  avoid  the 
embarrassments  of  1969,  are  warning 
contractors  to  make  their  estimates 
realistic.  The  Air  Force  was  notably 
concerned    that    the    estimates    sub- 


mitfed  by  the  three  contenders  for 
the  F-15  fighter  contract  would  con- 
tain no  future  surprises. 

There's  another  reason  for  the  Pen- 
tagon's get-tough  measures;  one  that 
augers  even  less  well  for  the  defense 
companies.  Last  month  Representa- 
tive Mahon's  Appropriations  Commit- 
tee cut  more  than  $5  billion  from  the 
Defense  Department's  budget.  With 
less  money  to  .spend,  the  Pentagon 
must  watch  its  pennies  even  more 
closely.  Most  of  the  committee's 
spending  cuts  were  anticipated  by 
and  made  after  consultation  with  De- 
fense Department  officials,  but  that's 
little  comfort  to  Pentagon  contractors. 

Typical  of  the  new  attitude  toward 
military  programs  was  the  committee's 
cutting  of  production  funds  for  the 
Navy's  F-14  fighter  plane  on  which 
Grumman  is  the  contractor.  The 
committee  awarded  funds  for  further 
research  on  the  plane,  stating  omin- 
ously that  it  "does  not  share  the  op- 
timism of  Navy  officials  that  the  F-14 
aircraft  development  represents  a 
low-risk  program. " 

The  F-14  is  the  stepchild  of  the 
controversial  F-111  all-service  fight- 
er, a  concept  championed  in  1962  by 
former  Defense  Secretar\-  Robert  S. 
McNamara.  The  Navy  version  was 
canceled  in  1968  and  replaced  by  the 
F-14;  reduced  numbers  of  the  Air 
I'orce  version  are  scheduled  to  be 
produced.  But  it  will  cost  $4  billion 
more  than  originally  estimated  to  pro- 
duce them. 

A   Nice  Theory 

Another  budget  casualt\'  is  the  $240 
million  in  production  funds  for  the 
short-range  attack  missile,  or  SRAM, 
I)eing  built  by  Boeing,  working  with 
Lockheed.  Research  money  is  avail- 
able to  keep  the  program  going,  but 
present  estimates  are  that  SRAM  will 
take  $1.47  billion  to  complete  vs.  an 
original     estimate     of     $421     million. 

Who  will  bear  the  losses  on 
SRAM?  Well,  that  remains  to  be 
negotiated  between  contractors  and 
the  Government.  SRAM,  hke  many 
other  contracts  on  which  costs  are 
running  wild,  was  awarded  under 
total-package  procinement,  another 
concept  of  the  inventive  McNamara 
era  at  the  Defense  Department.  Total- 
l)ackage  procurement  was  set  up  to 
(Continued  en  page  177) 
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We  continually  plant  more  trees  than  we  harvest 


Our  scientists  help  solve  the  Nation's  forest  problems 


Our  foresters  lead  the  way  in  plant  technology 


Our  people  speak  many  languages,  and  speak  them  wel 


the  forests  where  innavsitions  grow 


Potlatch 

P.O.  Box  3591  •  San  Francisco,  Calif.  94119 


>A^hat  business  are  v^e  in 

Pick  an  SlCnumbe 


01  Agriculture 

Urea  and  other  nitrogenous  fertilizers,  the 
life-blood  of  modern  farming,  are  synthesized 
under  pressures  generated  by  huge  multi- 
stage I-R  process  compressors. 


22  Textiles 

This  closeup  shows  the  intricate  action  of 
massed  knitting  needles  in  a  seamless  hosiery 
machine.  These  needles  are  precision-made 
byTheTorrington  Company,  a  major  supplier 
to  the  textile  industry  and  a  part  of  I-R. 


44  Water  Transportation 

Ocean-going  tankers  unload  their  cargoes 
faster  than  ever  before  with  Ingersoll-Rand's 
new  self-priming  centrifugal  cargo  pumps, 
which  drain  tanks  dry  without  separate  strip- 
ping systems. 


12  Bituminous  Coal  Mining 

Fully-mechanized  high-speed  coal  miners  like 
this  have  made  coal  mining  more  productive 
and  economical  than  ever  before.  It  is  built 
by  Lee-Norse  Co.,  part  of  Ingersoll-Rand. 


26  Paper 

From  wood  chips  to  processed  pulp,  the  paper 
industry  depends  on  Impco  equipment  like 
these  bleach  washers,  made  by  Improved 
Machinery  Inc.  in  Nashua,  N.H.,  a  part  of 
world-wide  Ingersoll-Rand. 


45  Air  Transportation 

The  Boeing  747  jetliner  uses  special  Torring- 
ton  bearings.  The  Torrington  Company,  a 
part  of  world-wide  Ingersoll-Rand,  produces 
every  basic  type  of  anti-friction  bearing. 


13  Oil  and  Gas  Production 

Air  drilling  of  natural  gas  or  oil  wells 
for  the  specialized  know-how  and  m 
compressor  equipment  offered  by  I-R  Dr 
and  Compression  Services. 


28  Chemicals 

The  chemical  industry  is  a  major  ust 
Ingersoll-Rand  pumps,  compressors  and  d 
equipment,  .including  Aldrich  high-pre: 
reciprocating  plunger  pumps  for  hot,  c 
sive  liquids. 


1 


46  Pipeline  Transportation         I 

Natural  gas  is  boosted  across  continent  »» 
Ingersoll-Rand  compressors,  gas  turbines 
gas  engines,  and  by  packaged  stations  ! 
by  Southwest  Industries,  a  part  of  I-R. 


We  serve  them  all,  throughout  the  world 

*  Every  industry  in  the  two-digit  Standard  Industrial  Classification  numbers  from  01  to  80  is  a  direct 
or  indirect  user  of  products  or  services  from  world-wide  Ingersoll-Rand.  Most  industries  use  a  variety 
of  our  products.  For  a  complete  list  of  all  I-R  products,  write  to  Ingersoll-Rand,  Dept.  A-203.93, 
11  Broadway,  New  York,  N.Y.  10004. 


«L 


i 


om  01  to  80! 


IVIining  and  Quarrying 

^one  quarries  and  open-pit  mines  through- 
world,  Ingersoll-Rand's  fully  mecha- 
air-powered    drilling    rigs    are    cutting 
by  drilling  blast  holes  in  record  time. 


{Plasties 

i_ns  of  useful  and  decorative  plastic  prod- 
are  made  on  Impco  injection  and  blow 
|ding    machines,    another    major    product  . 
from  Improved  Machinery  Inc.,  a  part  of 
:rsoll-Rand. 


Electric  Light  and  Power 

£  generation  of  electricity,  from  coal  or 
clear  fuel,  uses  huge  water-cooled  conden- 
s  by  Ingersoll-Rand  to  convert  the  dis- 
arge  steam  from  the  turbine  back  to  water. 


15  Building  Construction 

Millers  Falls  electric  power  tools  (saws,  drills, 
routers,  sanders)  speed  construction  for  car- 
penter and  hobbyist  alike.  Millers  Falls  Com- 
pany is  a  part  of  I-R. 


37  Automotive  Production 

Completely  automated  assembly  machines  by 
Ingersoll-Rand  perform  multiple  nut  running 
and  other  critical  operations  to  meet  the  rigid 
quality  control  standards  of  the  automotive 
industry. 


75  Automotive  Service 

Fine  tools  and  test  instruments  are  the  auto 
mechanic's  prized  possessions.  In  this  field, 
no  name  is  better  known  than  Proto,  a 
Pendleton  Tool  Company  and  part  of  world- 
wide Ingersoll-Rand. 


16  Tunnel  Construction 

Tunnels  can  now  be  bored  through  solid  rock 
with  huge,  multi-toothed  monsters  like  this, 
made  by  Lawrence  Manufacturing  Company 
of  Seattle,  another  part  of  Ingersoll-Rand. 


38  Scientific  Instruments 

One  of  the  most  exotic  scientific  testing  instru- 
ments is  this  tetrahedral  anvil  press  that 
produces  pressures  of  2,000,000  psi.  It  is 
made  by  our  McCartney  Mfg.  Co.,  Baxter 
Springs,  Kansas. 


80  Medical  Services 

Pressurized  hyperbaric  chambers  for  medical 
treatment  require  a  dependable  supply  of 
pure,  oil-free  compressed  air  supplied  by 
Ingersoll-Rand's  non-lubricated  compressors. 


EJlna 


rsoll-Rand 


buld  you  ask 


National  Lead  to  help  you 
get  out  of  town? 


Everybody  seems  to  be  going  someplace  else. 
On  jumbo  jets.  High-speed  trains.  Superliners.  Supercars. 
Everybody  seems  to  be  going  someplace  with  National  Lead. 
One  of  our  subsidiaries  makes  titanium,  the  space-age  metal 
for  jetcraft.  One  of  our  divisions  makes  'he  bearings  without 
which  trains  couldn't  run,  much  less  run  'a!?t.  Marine  protec- 
tive-paint systems  depend  on  National  Leac  pigments,  as  do 


today's  longer-lasting  auto  finishes.  And  you'll  find  National 
Lead  die-cast  and  molded  plastic  parts  in  or  on  everything 
from  autos  to  pogo  sticks. 
Transportation's  just  one  of  our  many  involvements.  To  find 
out  more,  write  for  our  latest  Annual  Report.  National  Lead 
Company,  111  Broadway,  New  York,  N.Y.  10006. 

If  movement's  your  motive,  check  us.  We're  going  places. 


U.S.  Olviiiont:  Amcfican  Bciimig  ■ 
Melal    •    Nuclear    •    Paint    •    Pi.  •' 
Titanium  Pigment  •  Tool  and  Engi 
Edgar  Plastic  Kaolin  Co,  •  Floating 


Baroid  •  Delore  •  Doehler-Jarvis  •  Evans  Lead  •  Goldsmith  •  Landover  Manufacturing  •  Magnus  Metal  •  Master  Metals  • 
nts  and  Chemicals  •  Soulhetn  Screw  •  Steel  Package  •  Texas  Mining  and  Smelting  •  Titanium  Alloy  Manufacturing  • 
,.  ing  •  U.S.  Subsidlarltt  and  AHIIIatat:  Aluminum  Match  Plate  Corp,  •  Amos-Thompson  Corp.  •  Cochrane  Foundry.  Inc.  • 
:iiii!S  .nc.  •  Lake  View  Trust  and  Savings  Bank  •  Morris  P,  Kirk  &  Son,  Inc.  •  National  Lead  Company  of  Ohio  •  Pioneer 


Aluminum.  Inc.  •  R-N  Corp,  •  The  Bakei  :,a?!or  Oil  Co    •  The  Bunting  Brass  &  Bronze  Co,  •  The  Chas.  Taylor's  Sons  Co,  •  Titanium  Metals  Corporation  of  America 


Ni 


Aerospace  and  Defense 


(Continued  from  page  172) 
remedy  a  flaw  in  past  defense  con- 
tracting, where  competition  was  held 
really  for  the  research  and  develop- 
ment contract  onI\.  Once  having  won 
the  research  job,  a  contractor  then 
had  the  inside  track  to  the  more  lu- 
crative production  contract.  This  gave 
rise  to  deliberate  nonprofit  bidding 
on  the  research  job  and  making  up 
the  costs  and  the  profit  on  the  pro- 
duction follow-on,  usually  at  vast  ex- 
pense to  the  taxpayers.  Total-package 
procurement  was  designed  to  stop 
this,  but  clearK  went  too  far,  too  fast. 

Under  TPP,  after  a  competition  a 
single  fixed-priced  contract  was 
awarded  for  the  total  job — research, 
development,  production,  testing,  the 
works.  Both  contractors  and  Pentagon 
brass  frankly  underestimated  the  tasks 
before  them  when  they  signed  .some 
of  these  new-type  contracts.  The 
"^R.Wl  is  a  good  example.  The  idea 
uas  to  have  a  rocket  with  a  two-stage 
engine  that  would  blast  off,  then  shut 
otf  and  coast,  then  reignite  and  con- 
tinue toward  its  target.  In  a  way,  it 
v^as  a  cost-saving  idea.  A  smaller  mis- 
sile using  less  fuel  could  achieve  great- 
er range  with  such  an  engine.  The 
trouble  was  that  nobody  knew  readily 
hdw  to  build  such  an  engine.  But  a 
aiiitract  was  signed.  Lockheed  went 
ahead  and  tried  anyway.  The  missile 
h.is  now  been  tested  successfully 
twice,  and  problems  may  be  licked. 
Hut  the  problems,  like  the  costs,  were 
more  than  anyone  bargained  for.  In 
a  sub-  and  sub-subcontract  on  ad- 
vanced avionics  for  a  version  of  the 
F-111,  both  North  American  Rockwell 
and  United  Aircraft  have  suffered 
similar  complications.  Some  contrac- 
tors frankly  underestimated  the  com- 
plexity of  the  tasks  before  them  when 
they  took  on  such  contracts,  especially 
when  electronics  were  involved. 

Lockheed   is   working   under   TPP 


on  the  giant  C-5A  troop-transport 
plane.  The  C-5A  program  originally 
called  for  120  aircraft  to  be  built 
at  a  cost  of  $3.4  billion.  Latest  esti- 
mates are  that  this  number  of  C-5As 
cannot  be  built  for  less  than  $5  bil- 
lion. On  top  of  the  cost  overrun,  the 
Air  Force  in  November  cut  the  num- 
ber of  C-5As  it  will  buy  to  8L  As  a 
result,  Lockheed  is  in  deep  trouble. 
Chainnan  Daniel  J.  Haughton  esti- 
mated last  year  that  Lockheed  would 
lose  only  some  $13  million  on  produc- 
tion of  115  C-5As;  but  the  Air  Force 
c-ontended  the  company  would  lose 
$285  million.  How  much  more  will  it 
lose  under  the  latest  cutbacks?  No 
one  knows. 

Vanished  Awe 

But  the  Pentagon  figures  TPP  has 
done  enough  damage  to  its  image,  and 
the  concept  is  being  refined.  In  the 
Air  Force  F-15  contract,  for  example, 
most  of  the  research  and  development 
work — those  areas  where  Government 
and  contractor  realize  they're  dealing 
with  unknowables — will  be  done  un- 
der cost-plus  incentive  fee.  The  pro- 
duction work  and  other  areas  where 
accurate  estimates  can  be  expected 
will  be  done  under  fixed-price  con- 
tract. By  itself,  this  attempt  at  achiev- 
ing at  least  some  realism  in  contrac- 
ing  will  not  prevent  overruns  in  the  fu- 
ture. (Ill  fact,  because  of  revisions, 
inflation  and  additional  testing,  the 
F-15  contract  has  already  grown  by 
$1.7  billion  from  its  original — 1968 — 
estimate  of  $6  billion.)  But  coupled 
with  the  greatly  increased  surveillance 
from  the  top  men  at  Defense  as  well 
as  from  key  members  of  Congress,  the 
new  attitudes  could  bring  order  out  of 
what  looks  like  chaos. 
•  Of  course,  the  question  remains: 
Why  were  military  contracts  seem- 
ingly left  to  their  own  devices  in  re- 
cent  years?   Perhaps   because   World 


Eagle  and  Arrows.  The  F-111  A 
(above)  and  SRAM  missile  (be- 
low) are  typical  of  modern  weap- 
onry's awesome  complexity.  The 
fighter  is  supersonic  yet  can  fly 
near  ground  level,  evading  radar. 


War  II  and  Korea  left  the  U.S.  in  awe 
of  military  men  and  their  fantastic 
new  weapons,  an  awe  which  has 
melted  as  a  result  of  the  military's  dif- 
ficulties in  Vi-stnam.  Maybe,  too,  the 
general  carelessness  about  costs  was 
simply  part  of  the  inflation  psy- 
chology that  has  gripped  the  country 
in  recent  years,  where  dollars  haven't 
mattered,  only  results. 

All  that  is  changing,  as  the  defense 
contractor  can  testifx .  ■ 
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MIffI 


It  was  a  happy  old  year  in  Public  Service  ter- 
ritory, a  year  of  unparalleled  growth  for  New 
Jersey.  More  new  industry  moved  in  with 
more  new  jobs  than  ever  before. 

in  fact  it  was  a  happy  old  decade.  As  New 
Jersey  grew,  Public  Service  invested  over 
$1.5  billion  in  electric  and  gas  facilities. 

But  now,  it's  New  Jersey  in  the  '70's  that 
counts.  And  in  the  first  three  years  of  the 
'70's  Public  Service  Electric  and  Gas  Com- 
pany plans  to  invest  another  $1  billion. 

One  big  reason  for  this  astounding  growth  is 
the  continuing  success  of  New  Jersey's  In- 
dustrial Parks  —  a  success  story  that's  going 


to  be  told  over  and  over  again  throughout 
the  1970's. 

More  and  more  industries  are  discovering 
the  unique  operating  and  marketing  advan- 
tages of  New  Jersey's  Industrial  Parks  .  .  . 
advantages  so  unique  that  major  insurance 
companies  have  seen  the  investment  oppor- 
tunities represented  in  these  parks  and  have 
taken  strong  equity  positions. 
If  you  would  like  to  have  a  close-up  view  of 
35  well  planned  industrial  parks  and  a  better 
understanding  why  New  Jersey  and  Public 
Service  Electric  and  Gas  Company  will  grow 
in  the  '70's  —  send  for  your  free  Industrial 
Parks  Kit.  Please  write. 


® 


PUBLIC   SERVICE    ELECTRIC   AND   GAS   COMPANY 

80  PARK  PLACE,  NEWARK,  NEW  JERSEY  07101 
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Transportation 


The  airlines  were  in  trouble,  the  railroads  in  deep 
trouble,  but  the  over-the-highway carriers 
were  doing  very  nicely. 


"Look,  maybe  diamonds  and  gems 
appreciate  like  that,  but  we're  talking 
about  an  airline  ticket!  In  the  space 
of  a  year  we've  gotten  two  fare  hikes 
and  maybe  a  3?  boost  in  the  ticket 
tax.  That's  Wi  in  all.  You  can't 
price  yourself  like  that.  And  you  can't 
quote  me  on  that.  .  .  ." 

A  ver>  distinguished  spokesman  for 
a  very  troubled  industry  is  doing  the 
talking,  and  he's  worried  lest  the  fare 
increases  slow  traffic  growth  just  at 
a  time  when  the  lines  need  it  most — 
with  new  equipment  coming  on  stream 
at  a   fast   clip.    "Looking   for   another 


fare  increase  before  next  August  may 
not  be  wise.  By  January  or  February 
we'll  ha\e  an  idea  as  to  whether  or 
not  the  market  is  there.  Until  1969, 
for  the  previous  eight  years,  we've 
had  no  hikes,  so  we  just  don't  know 
what  the  traffic  will  bear." 

Like  everyone  else  in  the  ailing 
world  of  transportation,  the  airhne 
men  are  looking  for  government  relief. 
But  not  in  further  fare  hikes  if  they 
can  help  it.  First  they  want  $9  billion- 
plus  to  finance  airfields  (and  will  the 
Ciovemment  please  underwrite  such 
generally  overlooked  items  as  teiTninals 


and  parking  lots  too?).  Next  they 
want  to  spread  the  risk — UAL  Lines 
and  Flying  Tiger  have  already  set  up 
as  holding  companies — and  the  merg- 
er movement,  quiescent  for  years,  has 
come  to  life  again. 

At  least  six  major  carriers  have 
been  looking  for  mergers  and  one, 
Pan  Am,  is  believed  to  have  whispered 
into  everyone's  ear  but  TWA,  its  only 
U.S.  competitor  in  the  round-the- 
world  business. 

Hard  hit  by  inflation  and  a  slowed 
rate  of  growth,  profits  of  the  12  major 
U.S.  airlines  last  year  sank  to  around 


YARDSTICKS 

OF  MANAGEMENT 

PERFORMANCE 

Airlines 


Congestion— A  universal  profit-sapper  for  planes  of  all  nations. 


HOW  THEY  RANK: 


A -AMONG  ALL  COMPANIES 


B—IN  OWN  INDUSTRY 


5-Year 
Return  on  Equity 


PROFITABILITY 

Latest  12-Month 
Return  on  Equity 


5-Year  Return 
on  Total  Capital 


Company 


Rank 
A  B 


Per- 
cent 


Rank 
A         B 


Per- 
cent 


Rank 
A         B 


Per- 
cent 


GROWTH 


5- Year  Annual 
Sales  Growth 


5-Year  Annual 
Earnings  Per  Share  Growth 


Rank 
A         B 


Per- 
cent 


Note:  Explanation  of  yardstick  calculations  on  page  43.     ttProfit  !o  a  deficit,     d-d— Deficit  to  a  deficit,      def. — Deficit. 


Rank 
A         B 


Per- 
cent 


Detia  Air  Lines 

18 

(1) 

27.6 

70 

(1) 

18.7 

86 

(2) 

14.9 

85 

(4) 

18.6 

64 

(1) 

18.0 

National  Airlines 

25 

(2) 

25.5 

156 

(2) 

14.5 

124 

(3) 

13.3 

122 

(5) 

16.0 

159 

(3) 

11.4 

Northwest  Airlines 

32 

(3) 

24.3 

182 

(3) 

14.1 

64 

(1) 

16.1 

123 

(6) 

15.9 

189 

(4) 

10.2 

Continental  Airlines 

73 

(4) 

20.0 

561 

(8) 

1.0 

241 

(4) 

10.6 

63 

(3) 

20.8 

549 

(8) 

-32.9 

Eastern  Air  Lines 

103 

(5) 

17.6 

564 

(10) 

def. 

513 

(11) 

4.8 

158 

(9) 

14.3 

553 

(10) 

tt 

Braniff  Airways 

107 

(6) 

17.5 

278 

(4) 

11.9 

331 

(5) 

8.6 

52 

(1) 

23.1 

124 

(2) 

13.1 

American  Airlines 

168 

(7) 

15.3 

505 

(6) 

6.5 

447 

(9) 

6.4 

196 

(11) 

12.4 

527 

(6) 

-7.5 

Pan  Amer  World  Airways 

200 

(8) 

14.4 

563 

(9) 

0.7 

386 

(7) 

7.7 

240 

(12) 

11.4 

552 

(9) 

-41.2 

Western  Air  Line; 

222 

(9) 

13.9 

564 

(10) 

def. 

342 

(6) 

8.4 

138 

(8) 

15.2 

553 

(10) 

tt 

Trans  World  Airlines 

239 

(10) 

13.5 

520 

(7) 

5.7 

443 

(8) 

6.5 

186 

(10) 

13.0 

544 

(7) 

-17.5 

UAL  Inc 

274 

(11) 

12.7 

460 

(5) 

7.9 

451 

(10) 

5.4 

136 

(7) 

15.4 

445 

(5) 

1.5 

Northeast  Airlines 

551 

(12) 

def. 

564 

(10) 

def. 

548 

(12) 

def. 

59 

(2) 

22.5 

566 

(12) 

d-d 

Industry  Median 

16.4 

6.1 

8.1 

15.7 

- 

-12.5 
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$230  million  from  5262  million.  In 
three  years  of  record-breaking  busi- 
ness, airline  profits  have  been  cut 
in  half. 

It  shows  up  best  in  that  key  Yard- 
stick, return  on  stockholders'  equity. 
For  the  five-year  period  1964-68,  the 
median  was  20%.  In  the  latest  12 
months  the  figure  plunged  to  6.1%. 
Delta,  through  down  about  a  third 
from  its  five-year  average,  was  well 
ahead  of  the  pack  with  an  18.7% 
return  in  the  latest  12  months.  Even 
with  new  competition  granted  by  the 
Civil  Aeronautics  Board  on  some  of 
Delta's  biscuit-and-butter  routes  in  the 
Deep  South,  it  managed  to  lead  the 
group  with  a  good-sized  earnings 
gain.  But  even  Delta  is  worried  these 
days.  Though  needed,  the  recent  rate 
adjustments  would  cut  both  ways. 

For  one  thing,  several  air  experts, 
in  and  out  of  Government,  think  that 
any  rise  in  the  low  coach  rates  is 
a  mistake  since  that  scares  away  plea- 


YARDSTICKS 

OF  MANAGEMENT 

PERFORMANCE 

Surface 


sure  travelers  who  are  just  starting 
to  shed  old  fears  ( some  50%  of  Amer- 
ican adults  have  never  flown). 

Last  year  the  major  lines  were 
flying  half  empty  as  the  load  factor 
dipped  to  50%  from  1968's  53.1%  and 
57%  in  1967.  The  1969  showing  was 
the  worst  since  1938. 

Originally  the  industry  experts  had 
been  forecasting  a  13%  or  14%  traffic 
growth  last  year.  They  got  around  10%, 
their  smallest  increase  since  1962.  At 
the  same  time,  available  capacity  was 
being  added  on  at  a  near  record  rate, 
18.1%,  on  top  of  1968's  23%  and  17.1% 
the  year  before.  With  the  big  planes 
already  flying  with  too  many  empty 
seats  for  their  own  comfort,  it  could 
only  spell  bad  news  that  traffic  was 
growing  more  slowly  than  capacity. 
About  the  only  bright  spot:  A  chance 
that  the  fare  boosts  will  not  hurt 
traffic.  Says  one  mutual  fund  manager, 
bullish  on  the  airlines:  "The  history 
of  airline  forecasters  is  terrible." 

If  the  airlines  were  waist-deep  in 
troubles  last  year,  the  railroads  were 
in  up  to  their  ears.  Their  traffic  was 
shrinking  again:  down  to  around 
40%  of  all  intercity  freight,  after  pla- 
teauing  around  43%  between  1961 
and  1966.  Government  bureaucrats 
and  squabbling  railroadmen  had  vir- 
tually stalled  the  merger  movement. 
The  labor  situation  was   at  a   show- 


down stage:  Either  rail  luiions  would 
have  to  be  more  realistic  about  wage 
demands  and  work  niles,  or  the  entire 
industry — too  vital  to  the  economy 
to  be  allowed  to  deteriorate — might 
well  drift  toward  the  morass  of  public 
ownership.  As  it  was,  the  median 
return  on  stockholders'  equity  for  the 
latest  12  months  among  the  railroads 
rated  by  Forbes  was  a  dismal  4.7% — 
a  figure  that  made  even  the  depressed  ; 
steel  industry  look  good,  a  figure  so 
low  that  it  hindered  the  raising  of 
capital  by  the  raihoads  and  contribu 
ted  to  a  shortage  of  freight  cars  in 
many  categories. 

As  Forbes  Yardsticks  show,  \\\t 
real  profits  in  transportation  these 
days  go  to  over-the-road  operatois 
the  truckers  and  bus  companies 
covered  by  this  survey,  whose  median 
return  on  equity  last  year  was  three 
times  as  great  as  that  of  the  railroads. 
Are  truckers  that  much  smarter  than 
railroadmen?  Not  really.  What  made 
the  difference  was  that  railroads  must 
maintain  their  own  rights-of-way,  while 
trucks  and  buses  roll  over  govern- 
ment-maintained highways,  subsidized 
to  the  tune  of  nearly  $20  billion  a  year. 
Little  wonder  that  the  airlines,  in  trou- 
ble themselves,  are  asking  for  more 
federal  subsidy  for  aiiports.  Little 
wonder  that  the  railroads,  who  get  no 
subsidy  at  all,  are  in  deep  trouble. 


HOW  THEY  RANK: 


A— AMONG  ALL  COMPANIES 


B—IN  OWN  INDUSTRY 


PROFITABILITY 

GROWTH 

S-Year 

Latest  12-Month 

5- Year  Return 

1 

).Year  Annual 

S-Year  Annual 

Return  on  Equity 

Return  on  1 

Equity 

or 

Total  Capital 

Sales  Growth 

Earning; 

Per  Share  Growth 

Rank 

Per- 

Rank 

Per- 

Rank 

Per- 

Rank 

Per- 

Rank 

Per- 

Company 

A 

B 

cent 

A 

B 

cent 

A 

B 

cent 

A 

B 

cent 

A 

B 

cent 

Consol  Freightways 

28 

{!) 

25.1 

34 

(1) 

22.4 

147 

(3) 

12.6 

145 

(1) 

14.9 

67 

(1) 

17i 

Greyhound 

€2 

(2) 

20-4 

126 

(3) 

15.6 

83 

(2) 

15.0 

406 

(5) 

7.0 

432 

(8) 

2; 

U  S  Freight 

/8 

(3) 

19.4 

114 

(2) 

16.1 

44 

(1) 

17.8 

337 

(4) 

8.6 

270 

(3) 

7. 

Morfolk  &  Western 

4^ 

(4) 

8.2 

489 

(4) 

7.2 

464 

(4) 

6.1 

294 

(3) 

9.8 

474 

(9) 

-0. 

Union  Pacific 

503 

i  'J  ' 

6.6 

511 

(5) 

6.3 

470 

(5) 

6.0 

530 

(13) 

3.4 

386 

(6) 

4. 

Southern  Railway 

519 

(6) 

5.8 

511 

(5) 

6.3 

515 

(6) 

4.7 

467 

(6) 

5.6 

301 

(4) 

6. 

Southern  Pacific 

520 

(7) 

5.8 

522 

(8) 

5.6 

515 

(6) 

4.7 

517 

(8) 

4.0 

427 

(7) 

2. 

C&O/B&ORR 

522 

(8) 

5.6 

532 

(12) 

4.5 

527 

(9) 

3.9 

540 

(17) 

2.5 

481 

(10) 

-I. 

Missouri  Pacific 

526 

(9) 

5.4 

529 

(10) 

4.7 

536 

(14) 

2.9 

526 

(11) 

3.5 

501 

(13) 

-1 

Santa  Fe  Industries 

527 

<10) 

5.4 

513 

(7) 

6.3 

517 

(8) 

4.7 

520 

(9) 

3.9 

495 

(12) 

-I 

Louisville  &  Nashville 

529 

(11) 

5.2 

524 

(9) 

5.5 

528 

(10) 

3.8 

504 

(7) 

4.4 

384 

(5) 

4.3  ' 

Great  Northern  Ry 

537 

(12) 

4.1 

537 

(13) 

4.0 

529 

(11) 

3.5 

531 

(14) 

3.4 

489 

(11) 

— l^J 

Seaboard  Coast  Line 

539 

(13) 

m 

530 

(11) 

4.7 

533 

(12) 

3.3t 

::::.t 

V 

Northern  Pacific 

540 

(14) 

IS 

556 

(16) 

2.4 

535 

(13) 

3.0 

539 

(16) 

2.6 

511 

(14) 

—3^1 

Penn  Central 

545 

(15) 

?.4* 

558 

(17) 

1.9 

540 

(15) 

2.4* 

524 

(10) 

3.7 

524 

(15) 

~^m 

Chicago  Mil  St  Paul 

547 

(16) 

l.fi 

564 

(18) 

def. 

543 

(16) 

2.0 

527 

(12) 

3.5 

553 

(17) 

fl 

Illinois  Central 

«» 

538 

(14) 

3.9 

«« 

532 

(15) 

3.4 

85 

(2) 

i^H 

Northwest  Industries 

•* 

548 

(15) 

3.2 

aa 

275 

(2) 

10.4 

537 

(16) 

-12" 

Industry  Median 

S.5 

5.1 

4.3 

3.9 

-0.7 

Note:  Explanation  of  yardstick  calculation:)  on  paije  43. 


'Not  available:  not  ranlied.     itPfciil  to  a  deficit:  tanlied  last.      def. — Deficit.     $Three-year  average. 
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Total  oil  demand  in  the  Free  World  has 
more  than  tripled  since  1950.  It  is  expected  al- 
most to  double  again  by  1980.  In  barrels  per 
day.  Free  World  oil  demand  soared  from  9.8 
million  in  1950  to  almost  34  million  in  1968.  It 
is  expected  to  reach  60  million  in  1980. 

In  share  of  total  energy  demand,  oil  has  be- 
come the  dominant  fuel.  It  supplied  alrrjost  one- 
third  of  the  Free  World's  energy  needs  in  1950 
and  almost  one-half  in  1968,  and  is  expected  to 
account  for  between  55  and  60  percent  by  1980. 

In  another  perspective,  oil  consumption  in 
the  Free  World  grew  an  average  of  1.3  million 
barrels  a  day  each  year  between  1950  and  1968. 
From  now  through  1980,  the  average  annual 
growth  is  expected  to  nearly  double,  reaching 
2.2  million  barrels  a  day  each  year. 

Here  in  the  United  States,  oil  demand  is  ex- 
pected to  continue  its  strong  growth  by  an  aver- 


age of  3  to  3 . 5  percent  a  year  and  to  reach  about 
19  miUion  barrels  a  day  by  1980.  Oil  demand  in 
Western  JEurope  is  increasing  at  about  double 
the  U.S.  rate.  It  will  surpass  consumption  here 
by  the  late  1970's  and  will  exceed  20  million  bar- 
rels a  day  by  1980. 

Texaco  is  looking  forward  to  participating 
fully  in  this  growth.  We  have  complete  confidence 
in  our  organization's  ability  to  assume  an  ever- 
increasing  role  in  supplying  the  rapidly  increas- 
ing markets  for  petroleum  products  throughout 
the  Free  World.  We  are  also  confident  that  we 
shall  continue  to  do  so  in  a  manner  that  will  be 
rewarding  to  our  stockholders,  and  to  do  so 
with  the  efficiency  and  product  quality  demanded 
by  our  customers. 

We  look  forward  with  great  enthusiasm  to 
both  the  challenges  and  the  opportunities  which 
will  confront  us. 


rrEXAco^ 


Texaco  offers  challenging  careers  to  qualified  college  graduates. 
Write  to  Recruiting  Coordinator, Texaco  Inc.,  Box  52332,  Houston, Texas  77052.  An  Equal  Opportunity  Employer. 


Transportation 


Department 
of  Its  Own 


Transportation  is  no  longer  a  Washington  orphan; 

it  has  its  own  department 

But  there's  a  good  deal  of  confusion 

over  who  controls  what  and  why. 


^'inwaniMRiii'  MiiPWM''  ir^n^ 


It  was  appropriation  time,  noisiest 
time  of  tlie  year  in  official  Wasliington, 
and  the  fmid-seekers  from  tlie  young 
l)ut  ambitions  Department  of  Trans- 
portation were  quietly  telling  their 
tale  to  hard-nosed  Congressmen. 

The  new  Federal  Aviation  Admin- 
istrator was  talking  earnestly  about 
the  proposed  supersonic  transport, 
one  ol  the  Department's  costliest 
projects  ever,  when  an  aging  Chicago 
Democrat  butted  in. 

The  FAA  man  was  saying:  "I  think 
they  approach  it  differently  in  Russia. 
They  make  the  people  think  the  sonic 
boom  .  .  . 

K:   a   celebration?" 

...  that  it  is  gooJ  for  them." 

i'^or  transportation  men,  the  Amer- 
ican SST  is  but  one  of  the  many 
disturbing  soimds  of  the  Seventies.  As 
the  new  decade  opens,  consider  the 
mix:  jets  stacked  up  o\'er  clogged 
aiiports;  the  diminishing  clack  of  pas- 
senger trains;  the  roar  of  traffic  on 
new  highwa\s  tlial  are  becoming  more 
costly  even  as  ihey  become  more 
polluted. 

Sounds  of  progress?  Hardly. 

Yet  transportation  accounted  for 
lO'i  of  the  gro.ss  national  product.  It 
still  does.  You  can't  ignore  that  it's  in 
trouble. 

As  the  \ear  opens,  airline  profits  are 
down  to  the  lowest  le\el  in  almost  six 


Should     doubleboffom     trucks     go     triple?     Should     millions     more     be 
poured     into     high-speed     passenger     lines?     It's     up     to     Washington. 


years,  many  railroads  are  barely  keep- 
ing their  heads  above  water  and  truck- 
ers are  worrying — justifiably  .so — 
about  heavier  union  contract  costs  in 
the  filst  half.  Can  the  still  new  De- 
partment of  Transportation  help  the 
hard-pressed  industry?  Will  Congress 
let  it?  Will  labor  cooperate? 

Well,  behind  all  the  tumult  and  the 


shouting — and  there  should  be  plenty 
this  year — these  major  trends  emerge: 
•  Under  master  roadbuilder  and 
adroit  politician  John  A.  Volpe,  the 
three-year-old  Department  of  Traris- 
portation  will  engage  in  guerrilla  war- 
fare with  the  people  who  normally  run 
transportation,  the  Civil  Aeronautics 
Board   and   the  Interstate   Commerce 
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''Commission.  Although  those  indepen- 
dent regulatory  agencies  are  creatures 
of  Congress,  it  becomes  apparent  that 
V61pe's  high-powered  staff  will  struc- 
ture both  new  transport  systems  and 
equipment  in  such  a  way  that  the 
agencies  ma\'  lose  at  least  some  of 
their  power. 

•  Commuter-essential  services  of 
railroads  are  being  increasingly  sub- 
sidized; the  New  Haven  commuter 
lines  of  the  Penn  Central  are  in  the 
process  of  being  taken  over  by  the 
states  of  \ew  York  and  Connecticut. 
Would  PC  Chairman  Stuart  Saunders 
really  object  if  all  his  line's  right-of- 
way  was  bought  b>  the  Government? 
Nationally,  another  proposal  is  for  a 
Comsat-type  corporation  to  n.m  high- 
speed Metroliner-st\  le  trains.  In  addi- 
tion to  the  present  New  York-to-Wash- 
ington,  the  likeliest  targets  of  DOT 
would  be  Chicago-St.  Louis,  Cleve- 
land-Cincinnati (with  service  to  Ak- 
ron, Dayton  imd  Columbus,  Ohio)  and 
possibly  New  York-Albany,  too.  The 
breakthrough  for  some  sort  of  federal 
inter\ention  came  in  late  November 
when  key  Senators  privately  circu- 
lated a  bill  backing  the  idea  of  a 
"national  highway  fleet"  which,  un- 
der a  five-year,  $445-million  pro- 
gram, would  allow  V'olpe's  depart- 
ment to  take  over  ailing  passenger 
services. 

•  Airlines  will  try  to  get  out  of 
their  financial  bind  by  merging,  but 
they'll  have  to  reckon  with  a  new 
force:  a  rejuvenated  Federal  Aviation 
Administration  (now  part  of  the 
Transportation  Department),  which  is 
setting  its  own  guidelines  for  cor- 
porate marriage.  In  consultation  with 
Administration  antitrust  officials  at 
the  Justice  Department,  FAA  is  gen- 
erally expected  to  favor  merger  of 
smaller  carriers.  The  occasional  ex- 
c-eption  would  be  the  acquisition — 
not  merger — of  a  regional  airline  by 
a   giant   trunk.   The   usual   regulatory 

,  authority,  the  CAB,  might  not  wel- 
come such  guidelines,  although  it  now 
seems  to  be  leaning  toward  permitting 
mergers  too. 

Some  Progress 

Overlooked  in  most  of  the  oratory 
is  the  pressing  demand  for  urban 
mass  transit.  Secretary  Volpe  admits 
he  has  had  to  back  off  from  using 
gasoline  tax  revenues  for  mass  transit 
because  of  Administration  and  high- 
way lobby  pressure. 

Still,  mass  transit  has  made  some 
progress.  Despite  some  conservatism 
on  the  part  of  the  voters  too  (when  it 
comes  time  to  approve  new  bond  is- 
sues), the  planners  in  the  Transporta- 


Get  these  Facts 
and  Win  the  West 


„«,t.«»*«'?^'^ 


■y       .."■ 


Oakland/Alameda  County's  fact-filled  Grow  West  kit  shows 
you  how  you  can  capture  Western  markets  with  a  plant  or 
warehouse  in  Northern  California's  Number  One  market. 

There's  a  new  plant  site  booklet  with  a  sampling  of  33  sites 
available  throughout  Alameda  County.  Another  booklet  details 
the  good  living  enjoyed  by  our  one  million-plus  residents. 

Fact  sheets  pinpoint  details  you'll  want  in  considering  a  facility 
here.  They  cover  climate,  per  capita  income,  transportation  and 
distribution,  governmental  services,  living  style,  energy  for  in- 
dustry, research  and  education  material  resources,  labor  supply. 

Take  60  minutes  to  read  the  Grow  West  kit.  Then  call  us 
collect  so  we  can  arrange  an  inspection  tour  for  you.  It  may 
be  the  call  that  wins  the  West  for  your  company. 


Oakland  I  Alameda  Co 

Clip  this  coupon  to  your  letterhead  and  send  to: 
To:  New  Industries  Committee,  Suite  202 

1320  Webster  Street 

Oakland,  Calif.  94612 

(Phone:  (415)  451-7800) 
ALAMEDA       •      ALBANY      •       BERKELEY      • 
FREMO.NT      •       HAYWARD       •      LIVERMORE 
OAKLAND    •    PIEDMONT    •    PLEASANTON    •    SAN  LEANDRO 
UNION  CITY     •     RURAL  ALAMEDA  COUNTY 
Unincorporated  Areas:  Castro  Valley    •    Dublin    •    San  Lorenzo 
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Now  flying  350  people  is  easy— but  nobody's  figured  out  what  to  do  with  them  on  the  ground. 


tion  Department  are  fairly  confident 
that  subways  will  be  created  in  Wash- 
ington, Atlanta,  Seattle,  Baltimore 
and  Detroit.  "But  they'll  be  different, 
probably  spine-type  systems  fed  by 
buses  from  the  suburbs — they  won't 
be  door-to-door  as  we  know  them  in 
New  York  today,"  says  Richard  Bar- 
ber, a  top  DOT  policy  planner. 
DOT  is  pushing  experimental  express 
bus  service  in  15  cities.  By  reserving 
a  highway  lane  for  buses  during  rush 
hours,  the  experts  estimate  that  "six 
to  ten  times  as  many  people  can  move 
in   that   same  strip   of  concrete." 

The  nation's  truckers,  who  al- 
ready roll  on  government-owned,  gov- 
ernment-financed rights-of-way,  have 
their  own  Christmas  fist  for  Uncle 
Sam.  The  truckers  will  be  pushing  for 
permission  to  use  heavier,  wider  and 
longer  trucks  on  the  nation's  highways 
this  year. 

Like  practically  everyone  else  in 
the  business  of  moving  goods  and 
people,  the  truckers  will  be  petition- 
ing the  ICC  for  rate  hikes  this  year, 
justifying  this  on  the  basis  of  costlier 
Teamster  Union  demands.  Bigger  op- 
erators, meanwhile,  fear  even  higher 
user  charges,  especially  if  their  trucks 
are  allowed  to  become  more  like  min- 
iature freight  trains.  As  the  year  closed, 
a  badly  split  ICC  granted  the  railroads 
a  6%  across-the-board  increase  in 
freight  rates.  The  roads  say  it  should 
add  $600  million  in  revenue  on  an 
annual   basis.   Judging   from   the   size 


of  year-end  wage  settlements,  the 
hard-pressed  carriers  will  be  back  for 
more  increases  this  year,  inasmuch  as 
the  year's  wage  hikes  are  possibly 
going  to  exceed  1970's  profits. 

Meanwhile,  the  fate  of  future  pas- 
senger rail  semce  is  pretty  much  in 
the  hands  of  seven  Senators  and  seven 
members  of  the  House,  the  only  mem- 
bers of  key  commerce  committees  who 
have  shown  much  interest  in  ironing 
out  a  concrete  proposal  for  Govern- 
ment help  to  passenger  service.  It 
could  either  pennit  the  Government 
to  guarantee  equipment  purchases  or 
even  have  it  buy  up  rail  rolling  stock 
for  lease  back  to  roads  who  would 
operate  it  under  contract. 

At  least  one  bright  note:  With  a 
modest  federal  guarantee  of  just  $11 
million,  coupled  with  $52  million 
allocated  by  Penn  Central,  the  rail- 
road has  demonstrated  that  high-class, 
high-speed  service  is  practical  in  a 
heavy  traveled,  less-than-300-mile 
corridor. 

As  for  the  airlines,  they  face  a 
boom,  but  a  troubled  boom.  DOT  is 
working  on  an  economic  model  that 
shows  that  between  1967  and  1980 
commercial  airline  travel  will  climb 
from  about  7%  to  a  bit  over  12%  of 
all  domestic  passenger  miles.  (Autos 
will  continue  to  have  87/f  or  so,  buses 
and  trains  will  hold  steady  at  2.5'^ 
and  1.5%,  respectively.)  To  han- 
dle the  airlines'  growth,  there  will 
be  such  niceties  as  the  jumbo,  with 


its  350  passengers  and  really  wide- 
screen  movies,  and — )naybe — the 
supersonic,  with  its  1,800-mph  top 
speed  across  oceans.  But  from  the 
statements  of  government  regulators 
and  industry  executives,  it  is  clear 
that  the  cost  of  all  this  is  going  to  be 
staggering.  For  example,  of  the  $1.5 
billion  currently  being  (and  estimates 
of  as  high  as  $4.5  billion  for  the 
program)  for  two  prototype  SSTs,  the 
Government  will  put  up  $1.2. 

In  the  case  of  the  (airbus  or  jumbo), 
there  may  be  some  serious  oversched- 
uling  to  contend  with  as  the\  come  on 
line — slightly  delayed — within  the 
next  few  months.  The  CAB  controls 
fares  but  not  schedules.  The  Board's 
experts  suggests  that  it  would  be 
economically  sensible  to  substitute  one 
of  these  giant  Boeing  747s  for  three 
normal  jet  flights.  Knowing  the  in- 
dustry, it  is  safe  to  bet  that  a  single 
jumbo  will  be  used  to  take  the  place 
of  two  regular  flights  at  most. 

Meanwhile,  is  a  coolness  setting  in 
between  the  CAB,  headed  by  Secour 
Browne,  and  the  Department  of 
Transportation?  The  reason:  DOT  is 
going  activist.  It  plans  a  new  role 
as  an  active  intervenor  in  ca.ses  that 
are  being  considered  by  the  indepen- 
dent regukitory  agencies.  That  in- 
cludes maritime,  railroads,  trucks, 
buses,  and  airlines.  DOT  Secretary 
Volpe  is  an  ambitious  man.  He  did 
not  take  the  tran.sportation  job  as  a 
soft  berth.  ■ 
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hape¥)ur  Future 

in  Copper  #  ; 

and/or 


Aluminum 


...  we  don't  care  which.  For  Revere  has  been  in 
copper  since  1801  and  aluminum  since  1922.         j 
Surprised?  That  we  have  been  in  aluminum  47 
years?  Lots  of  people  are.  Thafs  why  we  want 
to  remind  you  that  Revere  is  a  fully  integrated  ^ 

producer  of  aluminum  .  .  .  from  bauxite  to  finished 
product.  And  we  ore  expanding  our  aluminum        '^^/m 
facilities  under  a  full  head  of  steam.  There's  a  new 
$60  million  rolling  mill  in  Scottsboro  in  full  swing  ^ 

with  a  reduction  plant  being  built  along  side  of  it  and 
a  bauxite  mine  and  alumina  plant  in  Jamaica.  You 
know  what  we  can  do  in  copper  and  brass,  why  not 
find  out  how  well  we  can  serve  you  in  aluminum? 
Revere  Copper  and  Brass  Incorporated 
230  Park  Ave.,  New  York,  N.Y.  10017 


•  *• 


REVERE 


^ 


-♦*^«. 


^Jf  * 


More  people  ride 

man  on  an> 


1918  Ford  Model  "T" 


d 


1922  Msrr.er 


1923  Stearns 


1925  Locomobile 


1931  Durant 


1932  Essex 


1934  Chrysler  Airflow 


(and  that's  been 


1937  LaSalle 


1943  Military  Amphibian 


1944  Willys  Jeep 


^.^Biti 


1948  Dodge 


1949  Ford 


,^lk^ 


1950  Pontiac 


1952  Plymouth 


1954  Chrysler 


1956  Dodge 


1957  Thunderbird 


1936Terraplane 


1947  Kaiser 


1958  DeSoto 


im  Goo^ear  tires 
other  kind 


l)r  55  consctaith  c  >cars) 


1951  Willys 


The  1970  reason...Potyglas  tires. 

The  Custom  Power  Cushion  Polyglas  tire  is 

approved  as  standard  equipment  for  many  of 

Detroit's  1970  models.  If  it  doesnt  say 

Goodyear,  it  cant  be  Polyglas. 


OOODfYEAR 


1969  AMX 


Pj'ygla 


=,  Cjstcm  Poiver  Cushion-T.M.'s  t^r    The  Goodyear  Tire  &  RjbDer  Ccn-,piry,  Akron.  Ohio 


At  Tampa 

International 

Airport 


40  second  ride 
from  terminal 
to  planes 


What's  so  different  about  the  design  of  the 
Tampa  International  Airport? 

1)  All  "landside"  functions  such  as  parking, 
baggage-handling,  ticketing,  and  concessions  will 
be  handled  in  one  central  building; 

2)  All  "airside"  functions  such  as  operations,  gate 
check-in,  and  boarding  and  deplaning  will  take 
place  in  several  outlying  buildings; 

3)  The  "landside"  building  will  be  connected  with 
the  "airside"  buildings  by  automatic  transit  systems. 
Late  in  1970,  you'll  step  into  a  custom  vehicle  and  be 
sped  from  the  airline  terminal  to  planeside,  and  vice 
versa,  in  40  se  onds.  Maximum  walking  distance  will 
be  only  about  700  feet — from  your  own  automobile 
seat  to  your  airplane  seat. 


There  will  be  four  automatic  passenger  systems, 
each  of  which  has  elevated  and  parallel  steel 
roadways  for  two  computer-controlled  cars,  one 
traveling  in  each  direction. 

The  tracks  on  which  the  cars  will  run  are  framed 
with  Bethlehem  structural  steel  shapes  and  plates. 
And  specially  rolled  Bethlehem  steel  sections  are 
used  for  the  guide  beams  which  steer  the  cars  and 
lock  them  to  the  tracks. 

Bethlehem  is  a  major  source  of  many  kinds  of 
construction  steels . . .  for  buildings,  bridges,  transit 
systems,  highways.  And  we  supply  steel  to 
manufacturers  of  beverage  cans,  kitchen  appliances, 
automobiles,  garden  tools,  and  Venetian  blinds. 


BETHLEHEM  STEEL 
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As  it  turned  out,  the  industry  was  quite  right  to 

expand  the  way  it  did  in  the  Sixties. 

But  not  exactly  for  the  reason  it  had  in  mind. 


Talk  about  the  last  of  the  bij^  spend- 
ers. For  a  while  during  the  early  Six- 
ties, the  forest  products  industry  spent 
money  like  the  last  of  the  last.  In  their 
headlong  eagerness  to  expand  capac- 
it\,  the\  burned  up  money  witli 
all  the  insouciance  of  a  man  in  a 
checkered  suit  lighting  his  cigar  witli 
a  flaming  $20  bill.  From  1964  to 
1966,  for  example,  Crown  Zellerbach 
poured  S32()  million  into  expanding 
plant  capacity.  International  Paper 
went  Crown  Zellerbach  S12()  million 
better.  In  fact,  no  sooner  did  one  com- 
pan\-  announce  plans  for  a  new  pulp 
mill  then  another  company  announced 
plans  tor  a  bigger  one. 

Tlie\  crowded  the  Nortliwest  witli 
mills,  then  moved  into  the  South- 
west to  build  huge  new  plywood  fa- 
cilities. With  (ieorgia-Pacific  and  l5oisc 
("ascade  leading  the  way,  they  also 
went  on  to  ac(|uire  companies  like 
Swanee  Paper,  Lily-Tulip  Cup  and 
American    Forest    Products    ( l*"()Hiii;s, 


jati.  i,  7.%',9) — so-called  converters 
who  tuiii  pulp  and  paper  into  nianu- 
tactmed  products  such  as  milk  car- 
tons and  baby  diapers. 

A  recipe  for  disaster?  It  could  ha\e 
been,  but  it  wasn't.  As  it  turned  out, 
the  industry  was  right  on  its  long- 
term  trends — even  if  it  was  a  bit  off 
on  its  timing.  As  a  group,  forest  prod- 
uct companies  still  rank  below  average 
in  profitability  {sec  YaichUcks) .  Hut 
now  they  are  suddenl\  on  the  road  to 
prosperity.  As  earnings  reports  for 
1969  showed,  the\  ha\e  rareb  had 
a  better  year  than  last.  On  the  Fokbes 
Yardsticks,  a  majority  of  the  forest 
products  outfits  bettered  or  ecjualed 
their  fi\'e-\'eai-  aserage  return  on 
e(|uity   during   the   latest    12   months. 

Useful   Rationale 

Had  \()u  asked  forest  protlucts  ex- 
ecutives during  the  early  Sixties  why 
they  were  spending  so  nuich  on  ex- 
pansion,   the\'   would    all    ha\e    given 


HOW  THEY  RANK: 

A- 

AMONG  ALL 

COIVIPANIES 

B-IN  OWN  INDUSTRY 

PROFITABILITY 

GROWTH 

S-Year 

Latest  12-Month 

5-Year  Re' 

urn 

5-Year  Annual 

5-Year  Annual 

Return  on 

:quity 

Return  on 

Equity 

on 

Total  Ca 

pital 

Sales  Growtti 
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Per  Share  Growth 

Rank 
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Ri 

ink 

Per- 

Ra 

nk 

Per- 

Rank 

Per- 

Ra 

nk 

Per- 

Company 

A 

B 

cent 

A 

B 

cent 

A 

B 

cent 

A 

B 

cent 

A 

B 

cent 

Crown  Cork  &  Seal 

115 

(1) 

17.2 

122 

(4) 

15.7 

220 

(4) 

11.0 

297 

(15) 

9.8 

91 

(5) 

14.7 

Diamond  International 

155 

(2) 

15.6 

190 

(7) 

14.0 

119 

(1) 

13.7 

303 

(16) 

9.6 

283 

(15) 

7.2 

National  Can 

210 

(3) 

14.1 

108 

(2J 

16.3 

192 

(3) 

11.6 

134 

(4) 

15.5 

57 

(3) 

18.9 

Georgia-Pacific 

219 

(4) 

13.9 

154 

(5) 

14.5 

347 

(12) 

8.3 

103 

(3) 

17.5 

149 

(8) 

12.0 

Weyerhaeuser 

229 

(5) 

13.7 

97 

(1) 

16.8 

173 

(2) 

12.0 

227 

(10) 

11.6 

111 

(6) 

13.6 

Evans  Products 

233 

(6) 

13.6 

172 

(6) 

14.3 

334 

(10) 

8.6 

79 

(2) 

19.5 

213 

(10) 

9.6 

Continental  Can 

242 

(7) 

13.4 

206 

(8) 

13.6 

274 

(6) 

10.0 

388 

(17) 

7.4 

152 

(9) 

11.8 

Boise  Cascade 

289 

(8) 

12.5 

117 

(3) 

16.0 

307 

(7) 

9.2 

27 

(1) 

31.0 

55 

(2) 

19.0 

Owens-Illinois 

295 

(9) 

12.4 

264 

(9) 

12.2 

396 

(18) 

7.5 

215 

(9) 

11.9 

272 

(14) 

7.7 

ifnion  Camp 

306 

(10) 

12.2 

266 

(10) 

12.1 

326 

(9) 

8,8 

246 

(12) 

11.2 

251 

(13) 

8.2 

Scott  Paper 

315 

(11) 

12.0 

290 

(12) 

11.6 

265 

(5) 

10.1 

243 

(11) 

11.3 

433 

(23) 

2.4 

American  Can 

341 

(12) 

11.5 

359 

(15) 

10.2 

370 

(15) 

8.0 

407 

(19) 

7.0 

337 

(19) 

5.6 

Crown  Zellerbach 

373 

(13) 

10.9 

345 

(13) 

10.5 

377 

(16) 

7.9 

414 

(20) 

6.9 

360 

(20) 

4.7 

Hammermill  Paper 

374 

(14) 

10.9 

399 

(17) 

9.3 

358 

(13) 

8.2 

151 

(6) 

14.5 

303 

(18) 

6.7 

U  S  Plywood-Champion 

377 

(15) 

10.8 

275 

(11) 

12.0 

381 

(17) 

7.8 

295 

(14) 

9.8 

230 

(12) 

9.0 

Westvaco 

421 

(16) 

9.8 

421 

(19) 

8.8 

405 

(19) 

7.2 

434 

(23) 

6.5 

241 

(13) 

8.6 

Kimberly-Clark 

424 

(17) 

9.7 

378 

(16) 

9.7 

364 

(14) 

8.1 

425 

(22) 

6.7 

372 

(21) 

4.5 

International  Paper 

428 

(18) 

9.7 

355 

(14) 

10.3 

317 

(8) 

8.9 

419 

(21) 

6.8 

283 

(15) 

7.2 

Bemis 

432 

(19) 

9.6 

435 

(20) 

8.4 

344 

(11) 

8.4 

208 

(8) 

12.2 

128 

(7) 

12.8 

Mead  Corp 

468 

(20) 

8.5 

446 

(21) 

8.2 

410 

(20) 

7.2 

187 

(7) 

13.0 

420 

(22) 

2.7 

St  Regis  Paper 

486 

(21) 

7.9 

451 

(22) 

8.1 

449 

(21) 

6.4 

400 

(18) 

7.1 

285 

(17) 

7.2 

Potlatch  Forests 

496 

(22) 

7.5 

•406 

(18) 

9.2 

468 

(22) 

6.1 

146 

(5) 

14.9 

54 

(1) 

19.0 

Marcor 

533 

(23) 

4.6 

493 

(23) 

7.1 

530 

(23) 

3.5 

284 

(13) 

10.1 

76 

(4) 

16.1 

Industry  Median 

11.5 

11.6 

8.3 

11.2 

9.0 

Note:  Explanation  of  yardstic 

k  calculations  on 

page  43. 
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the  same  answer:  They  anticipated 
a  housing  boom.  All  the  economists 
were  predicting  a  housing  boom.  All 
the  signs  pointed  to  a  housing  boom. 
In  years  past,  housing  starts  had  al- 
ways depended  roughly  on  family  for- 
mations. 

The  operative  word  is  "roughly," 
for  there  are  other  factors  that  deter- 
mine the  number  of  housing  starts — 
for  example,  the  availability  of  mort- 
gage money.  Anyway,  the  housing 
boom  never  did  develop.  In  1968 
housing  starts  peaked  at  1.5  mil- 
lion vs.  1.3  million  in  1967.  There 
was  an  upturn  early  in  1969,  but 
then  came  a  plunge:  As  the  year 
ended,  the  projections  indicated  that 
housing  starts  would  be  even  lower 
than  in  1968,  at  most  1.4  million — 
about  half  of  the  nation's  goal  of  2.6 
million  housing  starts  per  year. 

A  Clamoring  World 

What  saved  the  forest  products  in- 
dustry and  proved  that  it  had  been 
right  to  expand  were  two  develop- 
ments outside  housing.  One  was  the 
inexhaustible  demand  of  the  nation's 
publishing  and  packaging  industries. 
Throughout  1969,  to  keep  up  with 
this  demand,  the  pulp  mills  had  to 
work  at  96.3%  of  capacity.  The  second 
development  was  even  more  impor- 
tant: Japan  and  Western  Europe  had 
always  been  fair  markets  for  U.S. 
forest  products,  but  suddenly  they, 
too,  developed  an  insatiable  need  for 
them.  Thus  the  U.S.  forest  products 
industry  was  suddenly  transformed 
into  a  truly  international  industry, 
able  to  compete  on  the  world  market 
vwthout  subsidies  of  any  kind,  as 
the  U.S.  coal  industry  does. 

Japan  and  Western  Europe  were 
clamoring  for  pulp,  they  were  clam- 
oring for  lumber.  For  companies  like 
Weyerhaeuser  and  International  Paper, 
whi<;h  have  both,  this  became  the  best 
of  all  possible  worlds. 

Weyerhaeuser,  which  for  the  last 
five  years  has  ranked  well  above  aver- 
age on  the  Forbes  Yardsticks  in  terms 
of  return  on  equity,  last  year  outdid 
itself.  And  43-year-old  George  Weyer- 
haeuser makes  no  bones  about  the 
reason.  The  most  significant  factor  in 
the  company's  progress  last  year,  he 
recently  told  his  stockholders,  "was 
the  company's  new  international  bus- 
iness, which  now  accounts  for  more 
than  20%  of  the  company's  total  sales." 
This  means  that  the  company  sold 
more  than  $250  million  worth  of  its 
products  overseas,  more  than  its  total 
sales  of  ten  years  ago.  Even  more  im- 
portant for  the  future  of  Weyerhaeu- 


One  Thing  Worked.  That  was 
the  move  by  most  big  forest 
products  outfits  to  acquire  manu- 
facturers of  more  profitable 
consumer    products    like    tissues. 


ser:  Overseas  sales  are  growing  at  the 
rate  of  30%  a  year,  while  domestic  sales 
are  growing  only  at  the  rate  of  15%. 

International  Paper  last  year  also 
exported  about  20%  of  its  products, 
but  Weyerhaeuser  and  International 
Paper  were  not  unique.  For  the  entire 
forest  products  industry,  pulp  and 
paper  exports  were  up  22%. 

Why  the  sudden  increased  demand 
for  U.S.  forest  products  in  Japan  and 
Western  Europe?  One  reason:  Al- 
though the  anticipated  housing  boom 


in  the  U.S.  never  materialized,  there  j  fl 
has  been  a  housing  boom  in  Japan,  ii 
In  the  first  seven  months  of  1969  there 
were  over  900,000  housing  starts  in 
the  Land  of  the  Rising  Sun  as  com-i 
pared  with  only  1  milhon  for  all  of 
1967.     And    Japan    has    very    little 
timber;  what  it  has  is  cultivated  like 
a  garden. 

Another  reason:  In  Western  Eu- 
rope, the  requirements  of  the  publish- 
ing and  packaging  industries  have^ 
been  growing  even  faster  than  in  thei 
U.S.  The  U.S.  still  consumes  nearly 
twice  as  much  paper  and  pulp  as  any 
other  nation  in  the  world — 534  pounds 
per  capita — but  the  rate  of  growth 
in  demand  in  Western  Europe  is  now 
greater  than  in  the  U.S.  Without  the 
expansion  of  the  Sixties,  the  industry 
would  have  been  hard  put  to  meet 
the  enormous  demand  that  developed 
as  the  decade  ended. 

Looking  ahead,  the  forest  products 
industry  sees  everything  going  for  it 
now.  The  U.S.  has  very  little  com- 
petition from  other  nations  for  the 
world  market.  Only  Scandinavia,  Can-  i 
ada  and  the  Soviet  Union  still  have 
appreciable  amounts  to  export.  And  in 
Scandinavia's  case,  it  will  soon  have  to  i 
begin  importing  from  the  U.S.  More- 
over, the  U.S.  companies  may  have  the 
most  modem  plant  in  the  world  and 
the  best  stands  of  timber.  Despite  the 
high  wage  rates  in  the  U.S.,  they  can 
compete  with  anybody  on  a  cost  basis,  i 

A  Shortage  Next? 

Given  the  great  and  growing  export 
market,  there  are  those  who  believe  i 
"an  acute  shortage  of  softwood  timber" 
may  actually  develop  in  the  U.S.  in 
the  Seventies.  Among  them  is  Budget 
Director  Robert  P.  Mayo,  who  fears 
that  if  the  long-anticipated  housing 
boom  ever  does  develop,  it  could  be 
retarded  by  a  shortage. 

He's  not  alone  in  this  belief.  Benton 
R.  Cancell,  president  of  Potlatch 
Forests,  has  adopted  a  nonexport  pol- 
icy in  the  conviction  that  such  a  short- 
age will  develop.  This  is  the  basic 
reason  why  Potlatch  ranks  last  among 
forest  products  compiuiies  in  five-year 
return  on  equity.  Says  Cancell:  "We 
don't  export  as  a  matter  of  principle. 
We  believe  in  conserving  America  for 
the  future  and  not  cutting  it  down 
for  the  present  as  some  of  these 
companies  out  in  California  are  doing. 
We  may  be  losing  .some  business  now, 
but  we  won't  in  the  future." 

He  could  be  right,  in  which  case  Pot- 
latch Forests  will  profit  when  the  short- 
age develops.  But  presumably,  so  will 
all  the  others  who  aren't  losing  now.  ■ 


190 


FORBES,  JANUARY  1,  1970 


\Automotive 
{products 


YARDSTICKS 

OF  MANAGEMENT 

PERFORMANCE 


The  mass  marketers  can  make  excellent  profits, 
as  long  as  they  can  guess  the  public's  need. 


In  at  least  two  respects,  marketing 
vice  presidents  are  not  mucli  different 
from  weatheiTnen.  Both  are  in  the 
forecasting  business,  and  both  can 
sometimes  guess  very  wrong.  Witness 
the  performance  of  the  auto  industry's 
weathermen  last  year. 

It  was  supposed  to  be  the  year  of 
the  intermediates — the  shghtly  small- 
er-than-standard-sized  Chevrolet  Che- 
velle.  Dodge  Coronet  and  Ford  Fair- 
lane,  for  example. 

These  models  had  been  selling  well 
for  a  couple  of  years,  and  the  market- 
ing experts  decided  that  was  where 
they  should  put  their  styling  emphasis 
and  peppiest  promotion.  The  produc- 
tion men  geared  up  for  a  heavy  out- 
put of  intermediate  models. 

So    what    happened?    The    public 


suddenly  lost  enthusiasm  for  inter- 
mediates and  began  buying  more 
high-priced  and  low-priced  models. 
As  a  result  the  auto  companies  spent 
1969  scrambling  to  change  over  pro- 
duction lines  to  meet  the  demand. 

In  sales  terms,  1969  was  a  year  of 
sideways  motion  vmtil  the  third  quar- 
ter, when  Chrysler  sales  edged  off. 
That,  combined  with  heavy  retooling 
costs,  caused  a  48^  earnings  decline 
at  Chrysler  for  the  first  nine  months. 
By  the  fourth  (juarter,  the  entire  in- 
dustry's sales  were  running  about  7% 
below  1968's  8.8-million-car  volume, 
year  to  year.  Although  market  .shares 
held  fairly  steady  for  all  but  Amer- 
ican Motors  (victim  of  a  five-week 
strike),  profit  margins  narrowed  con- 
siderably.   By    contrast,    foreign    car 
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Champion  Spark  Plug 

43 

(I) 

22.7 

46 

(2) 

20.9 

20 

(1) 

21.3 

113 

(2) 

16.5 

214 

(8) 

9.6 

General  Motors 

48 

(2) 

21.9 

66 

(4) 

18.9 

27 

(2) 

20.6 

446 

(22) 

6.2 

472 

(20) 

-0.3 

Caterpillar 

65 

(3) 

20.2 

69 

(5) 

188 

57 

(3) 

167 

269 

(13) 

10.5 

357 

(13) 

4.8 

Dayco 

104 

(4) 

17.6 

23 

(1) 

24.4 

264 

(16) 

10.1 

32 

(1) 

27.3 

195 

(6) 

10.1 

Clark  Equipment 

114 

(5) 

17.3 

54 

(3) 

19.9 

108 

(7) 

14.1 

199 

(4) 

12.4 

167 

(5) 

11.1 

Eaton  Yale  &  Towne 

146 

(6) 

15.9 

104 

(6) 

16.4 

113 

(8) 

13.9 

213 

(7) 

12.0 

232 

(10) 

8.9 

Dana 

158 

(7) 

15.5 

160 

(8) 

14.5 

97 

(5) 

14.4 

188 

(3) 

12.8 

316 

(12) 

6.4 

Timken  Roller 

160 

(8) 

15.5 

305 

(15) 

11.3 

76 

(4) 

15.5 

558 

(29) 

1,5 

504 

(24) 

-2.6 

Libbey-Owens-Ford 

196 

(9) 

14.4 

212 

(10) 

13.5 

103 

(6) 

14.2 

210 

(6) 

12.1 

476 

(21) 

-0.7 

White  Motor 

205 

(10) 

14.1 

345 

(19) 

10.5 

168 

(9) 

12.1 

301 

(15) 

9.6 

403 

(16) 

3.6 

Chrysler 

219 

(H) 

13.9 

385 

(22) 

9.6 

199 

(11) 

11.5 

256 

(12) 

11.1 

506 

(25) 

-2.8 

Cummins  Engine 

236 

(12) 

13.5 

130 

(7) 

15.4 

288 

(17) 

9.6 

244 

(9) 

11.3 

371  ■ 

(14) 

4.5 

Goodyear  Tire 

246 

(13) 

13.3 

205 

(9) 

13.6 

245 

(14) 

10.5 

298 

(14) 

9,7 

206 

(7) 

9.9 

General  Tire 

267 

(14) 

12.9 

393 

(23) 

9.5 

309 

(19) 

9.2 

564 

(30) 

1.1 

485 

(22) 

-1.4 

Federal-Mogul 

285 

(15) 

12.5 

329 

(18) 

10.8 

182 

(10) 

11.8 

463 

(24) 

5.6 

515 

(28) 

-4.8 

Firestone  Tire 

296 

(16) 

12.4 

270 

(13) 

12.0 

249 

(15) 

10,4 

335 

(17) 

8.6 

217 

(9) 

9.4 

Ford  Motor 

304 

(17) 

12.2 

298 

(14) 

11.5 

228 

(13) 

10.8 

380 

(18) 

7.7 

460 

(19) 

0.3 

Fruehauf 

308 

(18) 

12.1 

259 

(11) 

12.3 

314 

(20) 

9.0 

246 

(10) 

11.2 

434 

(18) 

2.3 

Eltra 

325 

(19) 

11,9 

266 

(12) 

12.1 

211 

(12) 

11.2 

253 

(11) 

11.1 

95 

(2) 

14.5 

Case,  J! 

370 

(20) 

10.9 

564 

(30) 

def. 

482 

(28) 

5.8 

203 

(5) 

12,3 

553 

(30) 

ft 

Uniroyal 

383 

(21) 

10.6 

328 

(17) 

10.8 

354 

(22) 

8.3 

412 

(19) 

6,9 

151 

(4) 

11.9 

Kelsey-Hayes 

405 

(22) 

10.1 

372 

(21) 

9.9 

332 

(21) 

8.6 

237 

(8) 

11.4 

132 

(3) 

12.6 

Borg-Warner 

408 

(23) 

10.1 

365 

(20) 

10.1 

293 

(18) 

9.5 

436 

(20) 

6,5 

403 

(16) 

3.6 

Deere  &  Co 

416 

(24) 

9.9 

461 

(25) 

7.9 

368 

<23) 

8.0 

485 

(25) 

5,3 

491 

(23) 

-1,6 

Goodrich,  B  F 

423 

(25) 

9.7 

472 

(26) 

7.6 

403 

(26) 

7.3 

445 

(21) 

6,3 

375 

(15) 

4,5 

Massey-Ferguson 

440 

(26) 

9.4 

457 

(24) 

8.0 

377 

(24) 

7.9 

455 

(23) 

5,9 

513 

(27) 

-4.3 

Smith,  A  0 

453 

(27) 

8.8 

316 

(16) 

11.0 

398 

(25) 

7.4 

544 

(28) 

2,1 

69 

(1) 

17.7 

International  Han/ester 

483 

(28) 

8.2 

516 

(28) 

6.1 

413 

(27) 

7.1 

523 

(27) 

3.7 

509 

(26) 

-3.4 

Budd 

530 

(29) 

5.0 

491 

(27) 

7.2 

520 

(29) 

4.5 

323 

(16) 

8,9 

232 

(10) 

8,9 

Allis  Chalmers 

542 

(30) 

3.0 

.564 

(30) 

def. 

537 

(30) 

2.9 

506 

(26) 

4,4 

553 

(30) 

tt 

American  Motors 

548 

(31) 

1.2 

553 

(29) 

2.6 

545 

(31) 

1.2 

574 

(31) 

-7,2 

548 

(29) 

-26,6 

Industry  Median 

12.4 

11.0 

10.1 

8.9 

3.6 

Note:  Explanation  of  yardstick  calculations  an  page  43. 

ttProfit  to 

a  deficit 

ranked  last 

def.— 

Deficit. 
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Blue  Chip" 
Sites 

still  available  near  the  new 
DOWNTOWN  SAINT  PAUL! 


TlliffliaitCLTggf 


RIVERVIEW  INDUSTRIAL  PARK,  zoned  for  light  industry. 
Just  2  minutes  from  downtown  Saint  Paul.  River,  rail  and 
truck  service.  Executive  airport  adjoins  Park.  Direct  connec- 
tion to  Interstate  Freeway. 

SOUTHPORT  Marine  Terminal,  for  those  requiring  economy 
of  river  transportation.  Also  served  by  excellent  rail  and  truck 
facilities. 

RED  ROCK  INDUSTRIAL  DISTRICT,  for  heavy  industry. 
North  Star  Steel  Mill  can  supply  steel  fabricators.  Excellent 
truck,  rail  and  water  transportation. 

100%  FINANCING 

on  fully  serviced  plant  sites.  Facilities  built  to  your  specifica- 
tions. Sites  tailored  to  your  needs.  Saves  you  money  for  the 
next  30  years,  and  more.  I 


Join . .. 

the  Blue  Chips  for  '69,  National  Can 
Corp.,  Burroughs  Corp.,  plus  53  other 
national  and  local  firms  who  have 
already  selected  "Blue  Chip"  sites  on 
these  three  Port  Authority  properties. 


For  details,  write,  or  phone 

EUGENE  A.  KRAUT 

or 

FRANK  E.  CLAWSON 

of  the  Port  Authority  of  Saint  Pau!. 


PORT  AUTHORITY 
CITY  OF  SAINT  PAUL 


1130  Minnesota  Building,  Saint  Paul,  Minnesota  55101    •    612/224-5686 


Automotive  Products 


importers  had  sales  running  about 
10%  ahead  of  1968  toward  year-end 
{see  following  story). 

The  trouble,  of  course,  is  that  the 
auto  companies  deal  with  a  fickle 
auto-buying  public  whose  frequent 
shifts  in  taste  are  encouraged  by  an- 
nual model  changes  and  ever-widen- 
ing product  lines.  Back  in  the  days 
when  fewer  models  were  offered  in 
fewer  price  ranges,  the  auto  com- 
panies had  better  control  over  their 
markets,  and  forecasting  was  much 
easier.  But  now  they  are  engaged  in 
a  billion-dollar  game  of  trying  to  out- 
guess the  public. 

Softer  Spot 

Other  producers  of  automotive 
products  don't  have  this  problem. 
Caterpillar  and  Clark  Equipment  in 
construction  machinery,  for  instance, 
and  Deere,  J.  I.  Case  and  Massey 
Ferguson  in  fann  equipment  deal 
with  businessmen,  engineers  and  farm- 
ers. For  these  customers,  utiHty  comes 
before  style.  Market  forecasters  have 
a  fairly  definite  idea  of  what  will  be 
in  demand.  On  the  other  hand,  with 
the  intangible  element  of  styling  elim- 
inated, prices  of  farm  machinery  and 
construction  equipment  usually  bear  i 
a  closer  relationship  to  actual  cost  of 
production.  When  you  buy  an  auto, 
you  often  pay  a  heavy  premium  for 
looks,  prestige  and  the  like  that  may 
have  cost  the  manufacturer  little,  if  I 
any  more,  to  add.  The  opportimity  to 
mark  up  prices  and  earn  higher  profit  ' 
margins  is  greater  in  the  auto  business 
than  in  farm  and  construction  equip- 
ment. Those  among  the  latter  who 
do  earn  high  profit  returns — Cater- 
piller  and  Clark,  for  instance — do  so 
because  they  sell  in  large  volume, 
which  keeps  costs  down. 

Detroit's  forecasting  problems  last 
year  didn't  bother  the  auto-parts  sup- 
pliers very  much.  Champion  Spark 
Plug,  Dayco  (fan  belts)  and  Dana 
Corp.  (frames)  all  turned  in  top 
profitability  performances.  What  with 
diversification  away  from  auto  parts 
and  a  deeper  penetration  of  the  so- 
called  after  market,  the  auto  suppfiers 
have  turned  the  tables  on  the  auto- 
makers. As  a  group,  they  are  more 
profitable  than  Detroit's  Big  Three. 

None  of  this — the  forecasting  prob- 
lems last  year  and  the  ground  lost  to 
suppliers  in  profitability — can  debact 
from  the  perfonnance  of  General 
Motors,  however.  CM  continued  to 
rank  among  the  most  profitable  com- 
panies in  all  of  U.S.  industry,  a  re- 
markable management  achievement 
for  so  huge  a  coiporate  empire. 
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.    Second  Invasion  and  Counterattack 

When  automen  talk  about  "getting  back  to  the  fundamentals 
of  selling,"  that  means  the  new  foreign  invasion  is  hurting. 


Amid  all  the  hoopla  that  is  sure  to 
acconipain  the  introduction  of  De- 
troit's own  subcompact  cars  this  year, 
one  fact  should  not  be  forgotten:  The 
Big  Three  auto  companies  didn't 
jump,  they  were  pushed. 

For  most  of  the  years  since  the 
end  of  World  War  II,  the  Big  Three 
had  things  pretty  much  their  own 
way.  They  enjo\ed  the  lion's  share 
of  a  $60-billion  market,  a  dwindling 
number  of  domestic  competitors,  an 
increasingly  large  and  affluent  group 
of  customers,  a  controlled  rate  of 
technological  change.  They  were  even 
successful  in  converting  their  product, 
already  a  necessity  for  almost  every- 
body, into  the  prime  symbol  of  the 
-American  Way. 

The  only  serpent  in  this  paradise 
was  that  some  audacious  foreigners 
insisted  on   cutting  themselves  in.   It 


happened  first  in  the  tail-fin  and 
chrome-clutter  era  of  the  late  Fifties, 
when  the  industry  realized  with  a 
start  that  one  of  every  ten  U.S.  car- 
buyers  preferred  little  Volkswagens, 
Renaults  and  the  like  to  the  full-sized 
— even  over-sized — American  product. 
The  Big  Three  automakers  responded 
by  introducing  whole  lines  of  com- 
pact cars,  and  the  foreign  wave 
promptly  receded. 

Actually,  it  may  have  been  the 
worst  thing  that  could  have  happened 
to  the  industry,  for  it  suggested  that 
the  troublesome  foreigners  could 
always,  if  necessary,  be  frightened 
away  by  a  wave  of  a  Detroit  produc- 
tion line.  Thus  the  industry  was  ill- 
prepared  for  the  second  foreign  in- 
vasion of  the  late  Sixties — this  time 
in  the  teeth  of  the  U.S. -built  com- 
pacts.   But    once   again    foreign    cars 


grabbed  10%  of  the  U.S.  market,  this 
time  as  the  result  of  a  two-pronged 
offensive:  Besides  Europe,  as  typified 
by  Volkswagen,  within  three  short 
years  Japan  became  the  second-largest 
shipper  of  autos  into  the  U.S.  Last 
year  Toyota  alone  accounted  for  some 
150,000  units. 

What  the  foreigners  took  was  the 
Big  Three's  growth.  During  the  last 
three  years,  unit  sales  of  the  Big 
Three  in  the  U.S.  have  stood  still; 
sales  of  foreign  cars  in  the  U.S.  have 
risen  by  about  50%. 

Reactions 

The  Big  Three  could  always  take 
comfort  from  the  fact  that  they  them- 
selves were  part  of  the  foreign-car 
threat.  General  Motors'  German-made 
Opel,  for  example,  racked  up  around 
100,000  U.S.  sales  last  year,  while 
Ford's  English-built  Cortina  and 
Chrysler's  English-built  Sunbeam  and 
French-built  Simca  also  made  good 
showings.  But  Volkswagen  and  Toyota 
made  far  better  ones. 

The  end  result  was  Detroit's  recent 
180-degree  turn.  After  years  of  saying 
that  they  would  not  build  foreign-type 
small  cars  here,  the  Big  Three,  plus 
American  Motors,  all  plan  to  introduce 
subcompacts  this  year — GM's  XP-887, 
Chrysler's  "25,"  Ford's  Phoenix  and 
AMC's  Gremlin.  And  hopes  for  the 
new  lines  are  raised  by  Ford's  success 
with  its  little  Maverick:  More  than 
200,000  were  sold  in  an  otherwise 
standstill  year. 

There  is  less  profit  per  car  on  small 
cars,  which  of  course  is  why  Detroit 
was  so  long  unwilling  to  read  the 
handwriting  on  the  wall.  But  now  th^t 
the  subcompacts  are  definitely  in  the 
works.  Ford  Marketing  Vice  President 
John  J.  Nevin  calls  them  "our  biggest 
single  opportunity,"  meaning  the  po- 
tential expansion  of  the  market  "in 
the  form  of  having  more  cars." 
Chrysler  President  Virgil  E.  Boyd  is 
similarly  optimistic:  "In  spite  of  in- 
flation and  other  uncertainties,  the  in- 
gredients of  a  good  market  are  there 
— young  people  getting  drivers' 
licenses,  strong  used-car  demand,  a 
high  scrappage  rate,  plus  the  trend  to 
two-  and  three-car  families." 

But  how  can  Detroit  keep  those 
families  from  becoming  two-  and 
three-car  families  by  way  of  Japan 
or  Germany?  That's  where  the  hard 
sell  comes  in.  Says  Mack  W.  Worden, 
CM  marketing  vice  president,  "We've 
gotten  away  from  the  fundamentals 
of  selling — going  out  after  the  cus- 
tomer and  working  harder.  Now  we 
have  to  get  back  to  it."  ■ 

193 


YARDSTICKS 

OF  MANAGEMENT 

PERFORMANCE 


Industrial 
Equipment 


Industrial  equipment  men 

are  haunted  these  days 

by  ghosts  like  those  of  B law- Knox 

and  Grinnell  Corp. 


Steel  is  a  basic  industry.  But  not 
even  steel,  which  can  be  replaced  b\ 
other  materials,  is  as  basic  as  indus- 
trial equipment.  Things  like  steel-mak- 
ing furnaces,  machine  tools,  pumps, 
rail  equipment,  abrasi\  es,  boilers,  ma- 
terials handling  gear  and  all  the  rest 
are  as  necessary  to  American  industr\ 
as  autos  and  appliances  are  to  Amer- 
ican consumers. 

It  follows,  then,  that  there  will  al- 
ways be  industrial-equipment  com- 
panies around  to  supph  these  necessi- 
ties. But  it  does  not  follow  that  the 
same  industrial-equipment  companies 
that  exist  todav  will  still  be  in  busi- 


ness five  or  ten  years  from  now.  Or 
even  next  year.  The  fact  is,  quite  a 
few  of  these  companies,  including 
some  big  enough  to  qualify  for  listing 
in  the  Forbes  Yardstick  rankings,  are 
disappearing.  In  the  final  weeks  of 
1969,  for  example,  Grinnell  Corp.,  a 
S.340-million  maker  of  fire  protection 
s\stems,  was  acquired  b>  Inter- 
national Telephone  &  Telegraph.  Next 
year  it  will  not  appear  in  the  Yard- 
stick rankings.  Late  in  1968  S273-mil- 
lion  (sales)  Abex,  a  fast-growing, 
progressi\'e  compan\\  joined  with 
Illinois  Central  Industries;  Miehle- 
Gos.s-Dexter,  a  S1.55-million  printing- 


HOW  THEY  RANK: 


A-AMONG  ALL  COMPANIES 


B—IN  OWN  INDUSTRY 


Company 


5-Yeir 
Return  on  Equity 


PROFITABILITY 

Latest  12-Month 
Return  on  Equity 


5-Year  Return 
on  Total  Capital 


Rank 
A         B 


Per- 
cent 


Rank 
A         B 


Per- 
cent 


Rank 
A         B 


Per- 
cent 


GROWTH 


5-Year  Annual 
Sales  Growth 


5- Year  Annual 
Earnings  Per  Share  Growth 


Rank 
A         B 


Per- 
cent 


Note:  Explanation  of  yardstick  calculations  on  gage  43. 


Rank 
A  B 


Per- 
cent 


Fluor 

33 

(1) 

24.3 

64 

(2) 

19.1 

35 

(3) 

19.1 

47 

(4) 

23,8 

22 

(2) 

31.2 

Pacific  Car  &  Fdry 

37 

(2) 

23.5 

55 

(1) 

19.7 

25 

(1) 

20.7 

189 

(11) 

12,7 

145 

(8) 

12.2 

Tecumesh  Products 

66 

(3) 

20.1 

67 

(3) 

18.8 

31 

(2) 

20.0 

217 

(15) 

11,8 

173 

(10) 

10.9 

Ingersoll-Rand 

72 

(4) 

20.0 

116 

(4) 

16.0 

43 

(4) 

17.8 

183 

(10) 

13,1 

317 

(19) 

6.3 

Harsco 

113 

(5) 

17.3 

147 

(6) 

14.8 

53 

(5) 

17.3 

131 

(8) 

15.5 

337 

(20) 

5.6 

Sundstrand 

161 

(6) 

15.5 

323 

(15) 

10.9 

132 

(6) 

13.0 

23 

(1) 

31.8 

37 

(3) 

22.4 

Cincinnati  Milling 

177 

(7) 

15.0 

257 

(10) 

12.3 

164 

(10) 

12.2 

242 

(16) 

11.3 

92 

(5) 

14.6 

Dresser  Industries 

179 

(8) 

15.0 

232 

(8) 

13.0 

140 

(8) 

12.8 

84 

(5) 

18.7 

129 

(6) 

12.7 

ExCeII-0 

187 

(9) 

14.8 

236 

(9) 

12.9 

132 

(6) 

13.0 

109 

(7) 

16.8 

296 

(16) 

6.9 

Harris  Intertype 

213 

(10) 

14.0 

128 

(5) 

15.6 

162 

(9) 

12.3 

34 

(2) 

26.8 

140 

(7) 

12.3 

ACF  Industries 

214 

(11) 

14.0 

296 

(12) 

11.5 

337 

(22) 

8.5 

566 

(28) 

0.8 

423 

(23) 

2.6 

Rockwell  Mfg 

236 

(12) 

13.5 

272 

(11) 

12,0 

200 

(13) 

11.5 

281 

(18) 

10.2 

452 

(25) 

1.1 

Eagle-Picher  Inds 

246 

(13) 

13.3 

171 

(7) 

14.3 

265 

(17) 

10.1 

290 

(19) 

9,9 

74 

(4) 

16.4 

Combustion  Engineer 

253 

(14) 

13.1 

351 

(17) 

10.4 

166 

(12) 

12.2 

94 

(6) 

18,1 

201 

(12) 

10.1 

Universal  Oil  Prods 

255 

(15) 

12.9 

438 

(22) 

8.4 

262 

(16) 

10.2 

44 

(3) 

24.2 

378 

(22) 

4.4 

Grinnell 

276 

(16) 

12.6 

398 

(21) 

9.3 

160 

(11) 

12.3 

432 

(26) 

6.5 

343 

(21) 

5.4 

Joy  Mfg 

296 

(17) 

12.4 

297 

(13) 

11.5 

210 

(14) 

11.3 

190 

(12) 

12.6 

313 

(18) 

6.5 

Carrier 

305 

(18) 

12.2 

334 

(16) 

10,8 

303 

(20) 

9.3 

271 

(17) 

10.4 

163 

(9) 

11.2 

General  Amer  Trans 

309 

(13) 

12.1 

321 

(14) 

11,0 

464 

(27) 

6.1 

571 

(29) 

-1.4 

431 

(24) 

2.5 

Carborundum 

368 

(20) 

10.9 

353 

(18) 

10.4 

292 

(19) 

9.6 

328 

(23) 

8,8 

267 

(15) 

7.8 

Amsted  Industries 

391 

(21) 

10.5 

454 

(23) 

8,1 

244 

(15) 

10.5 

317 

(21) 

9.2 

457 

(26) 

0.7 

Babcock  &  Wilcox 

402 

(22) 

10.2 

547 

(28) 

3.2 

287 

(18) 

9.7 

293 

(20) 

9.9 

545 

(29) 

-18.3 

Pullman 

403 

(23) 

10.2 

389 

(20) 

9,5 

310 

(21) 

9.2 

414 

(24) 

6,9 

256 

(14) 

8.1 

Dravo 

419 

(24) 

9.8 

377 

(19) 

9.7 

361 

(23) 

8.2 

202 

(14) 

12.3 

196 

(11) 

10.1 

Norton 

475 

(25) 

84 

474 

(26) 

7,6 

374 

(24) 

7.9 

426 

(25) 

6.7 

483 

(27) 

-1.3 

Foster  Wheeler 

479 

(26) 

8.2 

458 

(24) 

8.0 

392 

(26) 

7.6 

155 

(9) 

14.4 

6 

(1) 

58.7, 

USM  Corp 

493 

(27) 

7,7 

459 

(25) 

7,9 

382 

(25) 

7.8 

201 

(13) 

12.3 

309 

(17) 

6.5 

Porter  H  K 

518 

(28) 

60 

549 

(29) 

3,1 

509 

(28) 

5.0 

556 

(27) 

1,6 

533 

(28) 

-11.3 

Budd 

530 

(29) 

5.0 

491 

(27) 

7.2 

520 

(29) 

4.5 

323 

(22) 

8,9 

232 

(13) 

8.9 

Industry  Median 

12.9 

10.9 

10.5 

11.8 

7.8 

194 


FORBES,  JANUARY  1,  1970 


«¥^ 


Should  a  modem  railroad  have  a  one^rack  mind? 


Definitely  yes,  if  you're  talking 
about  single-mindedness  of  purpose. 
For  at  Norfolk  &  Western,  we 
believe  the  business  of  a  railroad 
is  to  concentrate  on  being  one. 

Definitely  no,  if  you're  talking 
about  being  open-minded  to  new 
ideas  that  can  make  you  a  better 
railroad. 

Both  viewpoints  explain  why 
Norfolk  &  Western  has  invested  over 
three  quarters  of  a  billion  dollars 
in  capital  expenditures  over  the  past 
six  years. 

Today  N&W  operates  a  fleet  of 
some  11 7,000  freight  cars  for  your 
use.  And  much  of  our  new  rolling 
stock  is  oriented  to  your  new 
-  specialized  needs. 


Nowadays,  of  course,  running 
a  great  railroad  isn't  something  you 
can  do  in  splendid  isolation.  Inevitably 
it  leads  you  into  other  things  that 
are  byproducts  of  your  prime 
transportation  business. 

Development  of  real  estate  is  a 
natural  adjunct  to  operating  a 
successful  railroad.  Not  only  do  you 
acquire  property  for  industrial 
development,  but  you  use  your  land 
for  commercial  and  residential 
purposes.  You  even  go  off-line  into 
attractive  ventures  that  increase  your 
cash  flow  and  residuals.  We  do. 

N&W  believes  in  this  creative 
extension  of  itself  into  related  fields. 
It's  a  process  we  call  verticalization, 
or  diversifying  from  within. 


It  makes  sense.  Verticalization 
enhances  our  resources  for  doing  our 
prime  job— running  a  better  railroad- 
without  becoming  a  grab-bag  of 
unrelated  enterprises. 

Put  another  way,  we  believe  that 
your  business  will  do  better  because 
we  are  minding  ours. 


Norfolk  &  Western  Railway 


Industrial  Equipment 


Boo.  The  industrial-equipment  company's  nightmare  is  that  it  will  become  a 
corporate  ghost  by  fading  away  into  a  company  with  a  higher  P/E  ratio. 


equipment  manufacturer,  vanished  in- 
to North  American  Rockwell.  The  year 
before,  Blaw-Knox  was  taken  over  by 
White  Consolidated  Industries. 

The  paradox  is  that  profitability  in 
this  business  is  not  at  all  bad.  You 
can,  of  course,  ignore  the  profitability 
figures  for  Fluor  Corp.,  which  is  a 
low-investment  firm  in  a  highly  cy- 
clical business  (construction);  and 
Harsco,  a  conglomerate  of  smallish 
metal-working  companies,  who.se  prof- 
itability has  been  declining.  But  these 
two  aside,  there  are  some  very  solid 
profitability  showings  in  this  field: 
Cincinnati  Milling,  Tecumseh  Prod- 
ucts, Pacific  Car  &  Foundry,  Sund- 
strand  and  Ex-Cell-O  have  returns 
on  stockholders'  equitv  ranging  from 
23.5%  to  UM—aW  well  above  the 
average  for  U.S.  industry.  For  a 
company  as  big  as  Ingersoll-Rand 
(1969  sales,  over  $7{)()  million)  to  earn 
17.8%  on  invested  capital  and  to  in- 
crease its  earnings  at  an  annual  rate 
of  6.3%  is  almost  spectacular. 

The   problem   is   the  stock   market. 


not  the  basic  business  of  many  of 
these  companies.  They  are  not  glam- 
our stocks  in  today's  market.  They 
make  the  go-go  types  yawn.  They 
sell,  the  best  of  them,  for  ten  times 
earnings  and  even  less.  And  so 
they  are  very  vulnerable.  Basically 
good  companies  but  with  depressed 
prices,  they  are  tempting  targets  for 
glamour  companies  with  high  price 
earnings  ratios. 

To  put  it  bluntly,  the  stock  market 
is  bearish  on  these  companies  at  a 
time  when  their  basic  businesses  are 
becoming  stronger.  In  the  view  of 
Phillip  O.  Geier,  president  of  Cincin- 
nati Milling  Machine,  "The  patterns 
of  capital  investment,  and  in  turn  the 
sales  trends  for  companies  in  our  in- 
dustry, should  no  longer  be  regarded 
as  cyclical.  This  is  because  ovu'  cus- 
tomers are  recognizing  that  constant 
equipment  modernization  is  essential 
to  keep  productivity  high  and  help 
temper  the  continuing  inflationar\ 
costs."  In  other  words,  in  a  growing, 
inflationary-    economv,    the    prospects 


for  industrial-equipment  sales  should 
get  better  and  better.  So  outsiders  are 
getting  into  the  business  while  the 
price/earnings  multiples  are  de- 
pressed. 

Geier  could  be  wrong,  of  course, 
and  some  of  the  acquirers  could  wind 
.up  with  some  doggy  merchandise  on 
their  hands.  That  would  be  little  com- 
fort, however,  to  the  industrial-equip- 
ment managers  whose  companies  are 
bought.  So  most  of  them  are  do- 
ing what  they  can  to  improve  their 
stock  multiples  by  other  means — 
mainly  acquisitions  of  their  own.  The 
obvious  problem  is  that  their  low  stock 
multiples  put  them  at  a  serious  dis- 
advantage in  coming  to  anything  like 
favoiable  terms  with  another  com- 
pany in  a  recognized  growth  field. 

Even  Ingersoll-Rand,  which  has  an 
excellent  five-year  average  leturn  on 
equity  of  over  20%,  has  been  thwarted 
by  this  problem.  IR's  price/earnings 
ratio  is  only  ten.  Says  Chairman  Wil- 
liam L.  Wearly:  "There's  a  little  fam- 
ily-owned optical-scanner  company 
out  in  Chicago  that  I've  been  inter- 
ested in.  The  people  who  are  running 
it  laugh  that  their  competitor  sold  out 
for  200  times  his  losses.  So  they  told 
me  they  think  they  should  get  at  least 
•50  times  their  earnings  from  us.  This 
gets  absolutely  crazy." 

To  a  large  extent  this  leaves  only 
other  industrial-equipment  companies, 
whose  multiples  are  also  low,  as  po- 
tential acquisitions.  Such  acquisitions 
can  increase  the  acquirer's  sales  vol- 
ume and  dollar  earnings,  but  in  most 
cases  the\'  have  not  done  much  for 
profitability  returns  or  price/earnings 
ratios.  The  industrial-equipment  com- 
panies are  caught  in  a  vicious  cycle 
when  it  comes  to  erecting  defenses 
against  raiders. 

One  company  among  those  listed 
that  has  really  succeeded  in  di/ersify- 
ing  through  acquisitions  is  Harris-In- 
tertype.  Largeh  as  a  result,  it  is  one 
of  the  few  companies  on  the  list  with 
an  uptrend  in  return  on  equity  during 
the  latest  12  months.  HI  started  doing 
something  about  diversification  earlier 
than  other  industrial-equipment  out- 
fits. It  acquired  a  radio-equipment 
company  in  1957  and  an  electronic- 
instruments  company  in  1960,  for  ex- 
ample. That  was  before  the  price 
nuiltiples  of  companies  in  the  growth 
areas  rose  so  high. 

lilocked  from  making  good  acqui- 
sitions themselves,  vulnerable  to  take- 
over, the  industrial-equipment  com- 
panies present  quite  a  paradox  in 
days  when  glamovn-  seems  to  be  worth 
more  than   \alue.  ■ 
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Forbes 


Adults  Employed  as 

Professional 

or  Managerial 


FORBES         50.0% 

Business  Week  43.9 
U.S.  News  34.6 


Newsweek 
Time 

U.S.  Total 


30.2 
28.7 

13.6 


Adults  Who  Are 
Professional- 
Managerial 
In-Home  Readers 

FORBES         30.8% 

Time  20.1 

U.S.  News  19.9 

Business  Week   18.9 
Newsweek         16.1 


Forbes 

{ 


Median  Household 
Incomes 


FORBES     $14,060 

Business  Week   12,775 


U.S.  News 

Time 

Newsweek 


11,542 
11,070 
11,049 


U.S.  Total         $  7,831 


W^. 

KISS^EaH 

» Z  *  4  ^!L.?'^IH 

\  .'r. 

t^'L 
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Professiooal- 

Managerials  in  Large 

Companies  With    - 

Individual 

Incomes  of 

$10,000  &  Over 

FORBES         28.7% 

Business  Week  24.9 

U.S.  News          17.9 

Newsweek         14.8 

Time                  14.1 

U.S.  Total           11.4 

Professional- 

Managerials  With 

Individual 

Incomes  of 

$25,000  ft  Over 

FORBES        16.5% 
U.S.  News  11.5 

Business  Week     9.0 
Time  8.9 

Newsweek  6.6 


U.S.  Total 


5.0 


Professional- 

Managerials  Mak 

Purchasing 

Decisions  of 

$1000  or  Mori 

FORBES        70. 

Business  Week  S3. 
U.S.  News  48. 

Time  41. 

Newsweek        40. 


U.S.  Total 


39. 


24  REASONS 

why  FORBES  continues  to  gain 

advertising  pages  and  revenue 

at  a  faster  rate  than  Business  Week, 

Fortune!  U.S.  News,  Newsweek  and  Time 


•Fortun*  Magazine  withdrew  from  participation  In  the  Simmons  research  and  was  not  measured  In  the  1  969  study 

Forbes     la^»1:<;iiJ  lat!:1;i:i-M   IS!9!!33     Forbes 


Adults  Owning  Two 
or  More  Cars 
Bought  New 


FORBES 

U.S.  News 
Business  Week 
Time 
Newsweek 

U.S.  Total 


36.6% 
21.3 
20.8 
18.3 
17.8 

11.1 


Adults 

Personal  Life 
Insurance  Worth 
$50,000  or  More 


FORBES         28.9% 
BusinessWeek   19.8 
U.S.  News 


Time 
Newsweek 

U.S.  Total 


11.7 
7.9 
7.2 

3.0 


Adults  Owning 

Securities  With 

Current  Market 

Value  of  $20,000 

ft  Over 

FORBES        28.0% 

Business  Week   10.6 
U.S.  News  7.5 

Time  6.5 

News<veek  5.3 


U.S.  Total 


2.7 


Adults  Using 

Distilled  Liquor  at 

Home  in  the 

Past  Month 

FORBES         71.8% 
Business  Week  60.2 
U.S.  News 


Time 
Newsweek 

U.S.  Total 


55.4 
55.0 
50.3 

37.8 


Adults  Who  Are 

Members  of 
Business  Clubs 


FORBES         32.5% 
BusinessWeek   17.2 
U.S.  News 


Newsweek 
Time 

U.S.  Total 


14.1 
9.1 
9.1 

3.9 


Adults  Who  Ar 

Members  of 

Country  Clubs  W 

Golf  Courses 


FORBES         10. 

Business  Week    7. 
Time  6. 

U.S.  News  5. 

Newsweek  4. 


U.S.  Total 


2. 


Percentages  baaed  on  the  concentration  In  each  ma 


Hence 


Forbes       Forbes 


V. 


t 

I' 

Adults  With 

Household  Incomes 

•f  $15,000  &  Over 

FORBES 

♦3.4% 

BusinMS  Week  36.2       | 

U.S.  News 

28.7 

Time 

27.4 

Newsweek 

26.6 

U.S.  Total 

13.0 

Adults  Who  Are 
College  Educated 


FORBES         74.4% 
Business  Week  62.4 
U.S.  News 


Time 
Newsweek 

U.S.  Total 


55.6 
51.3 
50.0 

22.7 


Adults  Receiving 

Income  From  Stocks 

and/or  Bonds 


FORBES         68.1% 
Business  Week  41.1 
U.S.  News 


Time 
Newsweek 

U.S.  ToUl 


35.9 
28.3 
26.7 

13.9 


Adults  Receiving 

Income  From 

Savings  Account 

Interest 


FORBES        71.8% 
U.S.  News  52.3 

Business  Week  49.1 
Time  43.1 

Newsweek         40.1 


U.S.  Total 


27.2 


imS^SBlB^ 

aEsi 

Adults  Receiving 

Income  From 

Real  Estate 

and/or  Insurance 

FORBES 

31.3% 

Business  Week 

25.8 

U.S.  News 

22.1 

Newsweek 

20.3 

Time 

19.3 

U.S.  Total 

13.7 

Adults  Who  Are 

in  the  Upper  or 

Upper  Middle  Class 


FORBES         41.0% 

Business  Week  32.9 
U.S.  News 


Time 
Newsweek 

U.S.  Total 


32.3 
28.2 
25.4 

11.8 


FORBES  Magazine 

readers  don't  just  own 

American  business. 

They  run  it. 

Forbes:  capitalist  tool 


Data  Source:  W.  R.  SImmona  &  Aasoclatas  Research,  Inc.  "Selective  Markets  and  the  Media  Reaching  Them"1969 


Adults  Who  Own  a 

Currently  Valid 

Passport 


FORBES         16.1% 
Business  Week     9.0 
Newsweek  8.7 

U.S.  News  7.6 

Time  7.0 


U.S.  Tout 


3.5 


Adults  Taking  One 

or  more  Foreign 

Trips  in  Past 

Five  Years 


FORBES 

U.S.  News 
Time 

Business  Week 
Newsweek 

U.S.  Total 


42.6% 
27.2 
26.4 
24.4 
24.0 

14.7 


Adults  Who 

Rented  Cars  in  the 

Past  Year 


FORBES        21.1% 

Business  Week   14.4 
U.S.  News 


Newsweek 
Time 

U.S.  Total 


8.8 
8.2 
8.0 

3.8 


Adults  Who  Own 
One  or  More 

Personal 
Credit  Cards 


FORBES        67.2% 

BusinessWeek  57.7 
U.S.  News 


Newsweek 
Time 

U.S.  Total 


52.0 
51.1 
48.2 

34.1 


Adults  Who 

Bought  Travelers 

Checks  in  Past  Year 


FORBES 

U.S.  News 
Time 

Business  Week 
Newsweek 

U.S.  Total 


28.3% 

20.3 
18.9 
18.6 
17.8 

10.1 


Adults  Taking 

Domestic  Air  Trips 

in  Past  Year 


FORBES        34.8% 

Business  Week  31.4 
U.S.  News 


Newsweek 
Time 

U.S.  Total 


29.4 
28.0 
27.0 

14.3 


L" 
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Half  of  these  kids  won't  make  it 

to  college,  but  that  doesn't  mean 

they  won't  get  good  jobs. 


Some  kids  are  simply  more  interested  in 
cars,  sports  or  dating  than  in  getting  good 
grades.  When  it  comes  time  for  college,  they 
aren't  ready. 

Now  thousands  of  these  young  people 
are  well  on  their  way  to  good  jobs.  They  are 
part  of  a  fast-growing  training  system 
designed  to  fill  one  of  the  major  gaps  in  U.S. 
education. 

A  nationwide  school  system 

In  the  next  five  years  industry  will  need 
350,000  new  technicians  and  draftsmen/de- 
signers, 138,000  new  computer  pro- 
grammers and  operators,  875,000  new 
secretaries  and  stenographers  as  well  as 
countless  others  trained  in  special  fields. 
Present  vocational  programs  simply  cannot 
fill  this  need. 

So  thousands  of  young  people  are  devel- 
oping the  required  skills  in  vocational 
schools,  such  as  the  coast-to-coast  network 
of  over  30  schools  operated  by  ITT  Educa- 
tional Services. 


With  a  system  of  schools  such  as  ours, 
specialized  teaching  techniques  which  are 
successful  in  one  school  can  be  made  quickly 
available  to  the  others. 

From  accounting  to  tool  and  die  design 

The  courses  taught  cover  a  wide  range: 
Accounting,  Automotive  Mechanics, 
Avionics,  Air  Conditioning,  Electronics, 
Fashion  Merchandising,  Secretarial  Sciences, 
Broadcasting,  Tool  and  Die  Design— to  name 
a  few.  (if  a  student  wishes  to  work  part-time, 
the  school  will  help  him  find  a  job.) 

But  our  training  capabilities  don't  stop 
with  this. 

Each  year  we  train  200,000  people  from 
sixty  countries  in  some  technical  field— more 
than  any  other  United  States  company.  This 
program  was  recently  recognized  with  a 
Citation  for  Significant  Contributions  to 
International  Education  by  the  Institute  of 
International  Education  and  the  Reader's 
Digest  Foundation. 

ITT  and  you 

Educational  service  is  just  one  of  many 
growing  fields  we  have  entered  to  help  meet 
the  changing  needs  of  this  changing  world. 

In  all  fields  where  we  are  in  business 
our  resources  and  strong  management  capa- 
bility generate  competition,  which  leads  to 
more  efficient  use  of  manpower  and  material. 
That  means  a  better,  more  promising  life  for 
you,  the  next  high  school  graduating  class 
and  people  everywhere. 

International  Telephone  and  Telegraph 
Corporation,  320  Park  Avenue,  New  York, 
New  York  10022. 


SERVING  PEOPLE  AND  NATIONS  EVERYWHERE 


ITT 


Leisure  &  Education 


For  the  companies  who  know 
how,  it  could  be  great. 


The  leisure  and  education  industry? 
Leisure  and  education  are  a  collection 
of  markets  for  an  almost  infinite  va- 
riet>-  of  products:  gasoline  to  power 
the  family  car  on  a  vacation  tiip; 
school  supplies  sold  by  the  giant  re- 
tail chains;  newsprint  on  which  the 
daily  paper  is  published;  the  jumbo 
jets  now  beginning  to  roll  off  aero- 
space production  lines.  Run  your 
finger  down  the  list  of  the  500  lar- 
gest U.S.  companies  in  Forbes'  Ma\ 
15  Directory  issue  and  you'll  find 
that  nine  out  of  ten  are  in\olved  in 
leisure  and  education. 

The    companies    measured    on    the 
Yardstick  table  below  are  those  that 


YARDSTICKS 

OF  MANAGEMENT 

PERFORMANCE 


draw  a  major  portion  of  their  rev- 
enues directly  from  "consumers"  of 
leisure  and  education.  With  the  ex- 
ception of  the  movie  companies, 
whose  mismanagement  is  legendary, 
and  one  or  two  others,  they  are  very 
profitable. 

The  showings,  however,  are  highly 
uneven.  The  companies  that  earn  the 
highest  profit  returns  from  this  col- 
lection of  markets  are  usually  those 
that  have  built  up  well-fortified  tech- 
nology and  marketing  positions.  This 
is  the  way  to  make  money  in  any 
business,  but  especially  so  in  leisure 
where  fads  and  swiftK  changing 
public  tastes  are  a  fact  of  life.  A 
compan>  whose  fortunes  are  pinned 
to  the  success  of  one  big  motion  pic- 
tine  or  the  latest  hula  hoop  craze  can 
soar  spectacularly  in  one  \ear  only  to 
come  crashing  down  the  next. 

Polaroid    and    Eastman    Kodak    are 


two  that  have  beaten  these  problems 
through  marketing  and  technology. 
So  much  so  that  not  even  determined 
eftbrts  by  du  Pont  and  3M  have  been 
able  to  dislodge  them. 

Some  say  that  leisure-time  expendi- 
tures will  reach  $250  billion  by  1975. 
That  explains  why  some  of  the  con- 
glomerates, including  ITT  and  Trans- 
america,  have  singled  out  leisure- 
time  as  a  prime  acquisition   area. 

"The  corporate  style  of  the  con- 
glomerates is  ideally  suited  to  the 
fragmented  nature  of  the  leisure 
field,"  says  Milton  Leontiades  of 
Touche,  Ross  &  Co.  "They  can  take 
a  variety  of  diverse  companies  and 
put  them  into  an  integrated  package." 

Perhaps.  But  the  fact  remains  that 
the  leisure  industry  is  easy  to  enter. 
The  big  money  is  going  to  the  com- 
panies with  something  unique  to  sell 
and  a  proven  way  of  selling  it. 


HOW  THEY  RANK: 


A— AMONG  ALL  COMPANIES 


B—IN  OWN  INDUSTRY 


S-Year 
Return  on  Equity 


PROFITABILITY 

Latest  12-Month 
Return  on  Equity 


5- Year  Return 
on  Total  Capital 


Company 


Rank 
A  B 


Per 

cent 


Rank 
A         B 


Per- 
cent 


Rank 

A  B 


Per- 
cent 


GROWTH 


5- Year  Annual 
Sales  Growth 


5-Year  Annual 
Earnings  Per  Share  Growth 


Rank 
A         8 


Per- 
cent 


Rank 
A         B 


Per- 
cent 


Magnavox                            8 

(1) 

33.6 

15 

(1) 

27.0 

5 

(2) 

29.1 

98 

(6) 

17.8 

46 

(5) 

19.7' 

Polaroid 

14 

(2) 

30.0 

35 

(3) 

22.2 

4 

(1) 

30.0 

50 

(3) 

23.6 

31 

(3) 

24.9 

Eastman  Kodak 

21 

(3) 

27.0- 

37 

(5) 

21.9 

9 

(3) 

26.4 

110 

(7) 

16.7 

80 

(9) 

15.6 

Zenith  Radio 

29 

(4) 

25.1 

41 

(6) 

21.4 

11 

(4) 

25.1 

197 

(14) 

12.4 

174 

(15) 

10.9 

Dun  &  Bradstreet 

47 

(5) 

22.0 

41 

(6) 

21.4 

17 

(5) 

22.0 

299 

(22) 

9.7 

279 

(19) 

7.4 

Mcfiraw-Hill 

61 

(6) 

20.5 

95 

(11) 

16.9 

36 

(6) 

19.0 

169 

(12) 

13.9 

287 

(20) 

7.1 

RCA 

66 

(7) 

20.1 

91 

(10) 

17.0 

123 

(11) 

13.3 

261 

(19) 

10.9 

143 

(13) 

12.2 

New  York  Times 

75 

(8) 

19.7 

36 

(4) 

22.0 

47 

(7) 

17.7 

184 

(13) 

13.1 

14 

(1) 

38.2 

Columbia  Broadcasting 

80 

(9) 

19.1 

70 

(8) 

18.7 

70 

(9) 

15.9 

206 

(15) 

12.2 

409 

(24) 

3.5 

Marriott 

94 

(10) 

18.4 

106 

(12) 

16.4 

207 

(17) 

11.4 

38 

(2) 

25.8 

44 

(4) 

20.3 

Mattel 

111 

(H) 

17.4 

25 

(2) 

24,3 

69 

(8) 

15.9 

73 

(5) 

19.8 

*  51 

(6) 

19.1 

Time  Inc 

118 

(12) 

17.1 

422 

(23) 

8.7 

155 

(14) 

12.5 

362 

(26) 

8.0 

525 

(27) 

-6.4 

Motorola 

125 

(13) 

16.7 

175 

(14) 

14.2 

127 

(12) 

13.1 

158 

(9) 

14.3 

253 

(17) 

8.2 

Times  Mirror 

146 

(14) 

15.9 

120 

(13) 

15.8 

143 

(13) 

12.7 

163 

(11) 

14.1 

112 

(11) 

13.6 

'Hetromedia 

148 

(15) 

15.9 

461 

(25) 

7.9 

363 

(23) 

8.1 

131 

(8) 

15.5 

517 

(26) 

-5.1 

Howard  Johnson 

173 

(16) 

15.1 

299 

(19) 

11.5 

120 

(10) 

13.5 

239 

(17) 

11.4 

362 

(22) 

4.7 

Amer  Machine  &  Fdry 

195 

(17) 

14.5 

/3 

(9) 

18.3 

365 

(24) 

8,1 

288 

(21) 

9.9 

230 

(16) 

9.0 

Grolier 

217 

(18) 

14.0 

226 

(18) 

13.2 

441 

(26) 

6.5 

275 

(20) 

10.4 

333 

(21) 

5.7 

Outboard  Marine 

234 

(19) 

13.6 

208 

(17) 

13.5 

184 

(15) 

11.8 

161 

(10) 

14.2 

87 

(10) 

14.9 

Donnelley,  R  R 

272 

(20) 

12.7 

317 

(21) 

11.0 

197 

(16) 

11.5 

394 

(28) 

7.3 

382 

(23) 

4.3 

Crowell  Collier  Macm 

323 

(21) 

12.0 

432 

(24) 

8.5 

255 

(18) 

10.3 

36 

(1) 

25.9 

170 

(14) 

11.1 

Bell  &  Howell 

326 

(22) 

11.9 

301 

(20) 

11.4 

284 

(19) 

9.9 

223 

(16) 

11.7 

71 

(7) 

16.8 

Twentieth  Century-Fox 

357 

(23) 

11.2 

563 

(30) 

def. 

346 

(20) 

8.4 

538 

(31) 

2.6 

553 

(29) 

tt 

Amer  Broadcasting 

376 

(24) 

10.8 

335 

(22) 

10.7 

379 

(25) 

7.9 

260 

(18) 

10.9 

265 

(18) 

7.8 

MCA 

415 

(25) 

9.9 

559 

(29) 
(15) 

1.3 
14.0 

351 

(22) 

8.3 

349 

(2b) 

8.2 

550 

(28) 

-33.6 

Hilton  Hotels 

422 

(26) 

9.8 

188 

485 

(28) 

5.7 

461 

(29) 

5.7 

18 

(2) 

34.6 

Columbia  Pictures 

441 

(27) 

9.3 

477 

(27) 

7.5 

452 

(27) 

6.3 

339 

(23) 

8.6 

118 

(12) 

13.4 

Metro-Goldwyn-Mayer 

443 

(28) 

9.2 

563 

(30) 

def. 

349 

(21) 

8.3 

511 

(30) 

4.3 

533 

(29) 

tt 

Admiral 

523 

(29) 

5.5 

519 

(28) 

5.7 

503 

(29) 

5,3 

343 

(243) 

8.4 

462 

(25) 

0.2 

Brunswick 

535 

(30) 

4.6 

475 

(26) 

7.5 

532 

(30) 

3.3 

390 

(2/) 

7.4 

t 

Holiday  Inns 

69^ 

•196 

(16) 

13.9 

*« 

71 

(4) 

20.0 

75 

(8) 

16.4 

Industry  Median 

15.5 

13.9 

11.7 

11.7 

10.0 

Note:  Explanation  of  yardstick  calculations  on  page  43,    tDeficit  to  a  profit;  not  ranked. 


'Not  available.     tfProfit  to  a  deficit;  ranked  last.    def. — Deficit. 
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Leisure  and  Education 


An  Interview  with 
Tfiree  Recreation  Planners 


One  of  fhe  most  glittering  successes  in  the  leisure-time  field  over  the  past 
decade  is  the  Disneyland  amusement  park  at  Anaheim,  Calif.,  near  Los  Angeles. 
At  a  time  when  other  amusement  parks,  most  notably  the  world-famous  one 
of  Coney  Island  in  New  York,  were  going  under,  Disneyland's  attendance  figures 
and  revenues  have  soared.  Walt  Disney  himself,  before  he  died  in  1966,  con- 
ceived and  planned  the  layout,  but  one  of  the  men  who  helped  him  and  actu- 
ally selected  the  site  was  a  young  Stanford  Research  Institute  consultant  named 
Harrison  A.  Price.  In  the  late  Fifties  Price  left  SRI  to  found  his  own  firm.  Eco- 
nomics Research  Associates,  which  specializes  in  recreation  economics  and  has 
figured  in  such  other  projects  as  Disney's  Mineral  King  development  in  California, 
Walt  Disney  World  in  Florida  and  the  Six  Flags  Over  Texas  amusement  area 
near  Fort  Worth.  ERA  now  is  a  wholly  owned  subsidiary  of  Los  Angeles'  Plan- 
ning Research  Corp.  Recently  a  FORBES  reporter  interviewed  Buzz  Price,  along 
with  two  of  his  top  recreation  planning  experts.  Vice  President  James  H. 
McCarthy  and  Senior  Associate  Douglas  M.  Hinchliffe. 


Recreation  seems  to  be  getting  more 
crowded,  more  costly  and  less  relax- 
ing, to  the  point  ivhere  it  could  be 
detriinental  to  businessmen  in  the  field. 
Is  there  anything  new  under  the 
recreation  sun  that  might  change 
this? 

McCahthv:  I  think  the  newest 
early  trend  is  that  five  years  from  now 
there  will  be  a  mass  entry  by  private 
business  into  recreation-land  develop- 
ment that  in  the  past  has  been  the 
function  of  governmental  agencies. 
In  Kentucky,  for  example,  there  has 
been  the  actual  purchasing  of  wilder- 
ness areas  for  the  development  of  the 
same  kind  of  lands  used  for  state 
parks.  The  difference  is  it  will  be  used 
by  campers,  and  will  be  expected  to 
return  a  profit. 

How  will  that  help?  Won't  that 
bring  more  commercialism,  more 
crowding  and  higher  prices? 

Pbice:  He's  talking  about  the  greater 
use  of  public  land.  What  we've  had 
is  a  very  fractional  usage  of  public 
lands — microscopic — compared  with 
to  the  total.  We're  talking  about  an  in- 
ventory that's  so  vast  that  if  you  just 
doubled  the  used  land  on  recreation- 
use  leases,  you'd  still  be  using  under 
1%  of  the  total. 

If  more  lands  are  opened  up — and 
this  is  being  studied  now  by  the  Pub- 
lic Land  Law  Review  Commission — 
it  will  not  only  end  the  overcrowding, 
but  provide  some  very  interesting 
business  opportunities  for  alert, 
quality-minded  companies. 


Many  people  go  camping  because 
they  don't  want  to  spend  a  lot  of 
money.  Is  there  really  much  money  to 
be    made    out    of    developing    camp 


grounds? 


McCarthy:  I  think  there  is  when 
you  do  it  on  a  scale  where  there's  an 
integrated  series:  You  could  have  a 
reservation  system,  rental  equipment. 
People  who  want  to  go  skiing  once 
don't  want  to  buy  equipment,  so  it's 
possible  to  rent  virtually  everything. 

So  the  guy  who  can  develop  an  en- 
tire package — the  facilities,  the  equip- 
ment, the  whole  thing — is  the  guy 
who  is  going  to  really  make  out? 

Price:  Unquestionably.  That's  why  in 
the  last  two  years  we've  seen  the  entry 
of  the  major  American  corporate  en- 
teiprise  into  the  field  of  recreation  de- 
velopment. Whether  it's  Ling-Temco 
moving  into  a  big  ski  resort  in  Colo- 
rado or  American  Cement  developing 
Snow  Mass  at  Aspen,  it's  no  longer 
capital-hungry  people  who  have  to 
bootstrap  over  15  years  to  create  a 
major  enterprise.  They  can  start  at 
what  is  the  equivalent  of  the  15th 
year  of  development  for  the  old  style 
bootstrapper  who  served  the  market. 
That  brings  up  another  major  trend: 
the  resource-based  company  that  for 
years  had  thousands  and  thousands  of 
acres.  They're  all  going  into  active 
exploitation,  whether  it's  paper,  tim- 
ber, railroads,  mining — virtually  every 
company  with  an  inventory  of  land 
has  set  up  a  real-estate  exploitation 
department,  most  of  which  have  a 
recreational  thrust. 


For  most  Americans,  leisure  is 
work.  Only  hoboes  ever  feel 
relaxed     about     not     working. 


Your  company  has  worked  with  the 
Disney  people  a  great  deal.  What's 
the  success  formula  for  a  Disneyland? 

Price:  Quality,  first  of  all.  Quafity 
presentation  is  what  makes  Disneyland 
draw  when  other  parks  fail.  Disney- 
land has  proved  there's  a  serious  con- 
cern on  the  part  of  the  recreation  pub- 
lic for  better,  more  attiactive,  more 
pleasing  facilities.  Good,  wholesome 
family  fun — it's  that  simple. 

Social  psychologists  say  the  trend  is 
toward  a  kit^d  of  social  introspection — 
people  getting  to  know  one  another  as 
opposed  to  the  usual  superficial  social 
relationships.  Applying  this  to  recre- 
ation, will  the  family  that  formerly 
went  out  and  spent  money  on  some 
entertainment  facility  now  do  some- 
thing more  private? 

Hinchliffe:  None  of  our  indicators 
reveal  any  such  trend.  We  look  at  per- 
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capita  spending,  amount  of  time  spent 
at  a9  attraction,  attendance  levels,  and 
they're  all  going  up.  There  is,  of 
cx)urse,  a  wider  diversity  of  activitv*. 

Price:  There  are  so  many  forms  of 
■•ecreation  now.  Vou  don't  know  wheie 
substitution  takes  place.  And  it's  a 
slowl\  evolving  thing.  But  for  ever\- 
one  who  shifts  from.  say.  tra\ehng  to 
skiing,  there's  another  gu\  who  does 
the  opposite.  You  can  plot  it:  lower 
age  level,  larger  population,  higher 
disposable  income,  and  an  increasing 
propensity  to  spend  on  recreation — all 
these  factors  give  yoti  ctimulative  plus 
curves. 

What  do  you  menu  hij  ciiwiilnUvr 
phis  curves? 

Price:  Take  Disney  World.  It  repre- 
sents the  largest  single  investment 
ever  made  b\  private  people  in  a 
recreational  enterprise.  Thex're  starl- 
ing ofl  with  1.5  times  the  invest- 
ment that  went  into  Disneyland.  And 
Disne\land  was  a  revolutionary  devel- 
opment. That's  cumulative  phis.  So 
the  impact  on  Floiida  will  be  fantas- 
tic. It  will  be  the  largest  theme  park 
ever  built,  at  a  cost  of  $1.50  million  to 
S16()  million.  It  will  be  like  Disney- 
land, onl>  different.  Tlicies  more  ex- 
tensive water-orientation  around  the 
lakes  that  are  part  of  the  site.  There 
are  destination-recreation  aspects  ol 
the  hotels,  more  of  a  service  to  the 
people. 

Doesn't  somethin<i  hke  that  turn 
off  the  t/or/ng  proph-  wlio  ore  so  uu- 
ni(  rous  nou?  What  the  ijouun  people 
of  today  most  enjoy  seems  to  he  just 
heiufi  uitli  one  another,  as  at  Wood- 
stock. That  strikes  us  as  a  noncom- 
mercial type  of  recreation  that  mi<iht 
he  ^iviuii  businessmen  pause. 

Phice:  Oh  no.  It's  the  same  thing  at  a 
ski  resort  now.  The  big  draw  is  con- 
viviality. If  it  were  just  the  ski  lift,  it 
would  be  a  much  smaller  business. 

Vou  have  to  spend  money  to  travel 
to  places  like  NVoodstock;  you  have 
to  spend  money  on  food;  and  you 
probably  have  to  spend  money  on 
lodging  .somewhere  along  the  line. 
And  look   at   the  market   for  sandals. 

McCarthy:  You're  talking  about  only 
one  age  bracket;  remember  you  have 
a  universe  to  deal  with.  Over  2  mil- 
lion kids  are  in  organized  little  league 
baseball.  That  augers  well  for  future 
healthful  convivialitv .  Pursuits  are  as 


strong  on  the  more  healthful  side  as 
they  are  on  the  not-so-healthy  side. 

Price:  When  you  talk  about  the  kids 
who  go  to  Woodstock  you're  getting 
into  the  cultural  revolution. 

Tliat  certainhj  affects  recreation  pat- 
terns. 

Price:  Kids  going  off  by  themselves  to 
do  their  thing  are  a  minorit)  factor  in 
the  market.  The  market  is  a  familv' 
market,  although  there  are  several  seg- 
ments of  it  that  specialize  in  individ- 
ual age  brackets. 

Is  anyone  in  the  field  of  recreation 
economics  tryinfi  to  devise  an  attrac- 
tion specifically  to  appeal  to  the  kids 
who  <io  to  Woodstock? 

Price:  The  record  industry  is  certain- 
ly catering  to  the  Woodstock  kids, 
trying  to  hit  that  market  right  in  the 
head. 

C.'r//i/ig  hack  to  this  consumer  hack- 
lash  in  use  of  recreation  areas — aren't 
pi'oplc  {loin<i,  to  refuse  to  fio  places 
hecause  of  the  crowds? 

Price;  The  public  is  going  to  have 
to  change.  Clonsidering  our  rising 
population  density  and  our  rising  af- 
fluence, and  our  rising  recreation  de- 
mand, the  smart  recrcalionalist  is 
going  to  learn  to  be  counterseasonal, 
to  counter-peak  his  activities.  That  is, 
people  have  to  learn  not  to  try  to  go 
to  Disneyland  in  July.  We've  got  to 
defeat  the  herd  complex,  it's  the  only 
vvav    to  get  along. 

Thirtv  vears  from  now  perhaps  the 
computer  will  .solve  this  problem.  l''or 
example,  my  family  wants  to  go  to 
■^'osemite.  I  press  a  button  and  I'm 
told,  don't  go  at  this  time.  Anoliier 
day  the  computer  will  tell  me,  the 
crowd's  low,  come  ahead.  It's  the  fill- 
in  of  the  low-attendance  peiiods  that 
will  prevent  such  overcrowding.  M\ 
wife  and  I  are  students  of  counter- 
behavioral  activity.  Our  movie  night 
is  Wednesday,  because  if  you  try  to 
go  to  a  movie  on  Saturday  night  you 
stand  outside  all  night  in   line. 

If  you  get  a  herd  pattern,  it 
may  tvnn  out  that  you  use  only  25% 
of  your  theoretical  capacitv'.  When 
you  have  that  kind  of  phenomena, 
you're  lucky  if  you  gel  4()'i  effective 
capacity  utilization — in  any  enterprise. 
So  you've  got  to  bust  that  down.  And 
people  have  got  to  get  smart.  The 
computer  will  help.  ■ 


•   •  NOTICE  TO  AU  POKER  PLAYERS  •  • 

World-wide  sales  of  this  book  are  heavy.  Today, 
no  poker  game  on  earth  is  immune  from  this  new 
knowledge.  To  win  in  any  game,  knowledge  of  the 
"Advanced  Concepts"  may  soon  become  mandatory. 

POKER 

A  GUARANTEED 
INCOME  FOR  LIFE 

by  using  ttie 

ADVANCED  CONCEPTS 
OF  POKER" 


NEW  REVISED  PRINTING 

AVAILABLE  FOR  IMMEDIATE  DELIVERY 
Rx  Sports  and  Travel  Reports 
"A  lot  of  people  who  here  always  figured  liemselns 
to  be  poker  players  are  going  to  find  they  belong 
with  the  ribbon  clerks  before  they  're  read  two  peges 
of  a  new  hook  by  a  plain-talking  scholar. " 

•  "Starts  in  where  the  other  poker  manuals  fold. " 
9  "Dr.  Wallace  demolishes  many  a  cherished  poker 
rule  ol  thumb." 

•  "If  you're  a  poker  player,  this  book  would  have  to 
be  the  best  $12.50  investment  you've  made." 


This  100.000-word  manual  is  now  available  alter 
many  years  of  preparation  by  Frank  R.  Wallace.  Ph.D. 
This  book  shows,  step  by  step,  how  you  can  win 
considerable  money  by  applying  the  "Advanced  Con- 
cepts of  Poker  ".Thousands  of  players  from  all  over 
the  world  are  quietly  buying  this  book.  This  is  what 
reviewers  are  saying: 

'  'Startling.  May  shock  the  casual  reader.  One  ol  the 
most  readable  and  informative  volumes  to  appear. " 
New  Haven  Register 
"A  valuable  eye  opener.  " 

The  Providence.  Vancouver,  B.C. 
"Presumebly  unobtainable  at  Las  Vegas.  " 

Milwaukee  Journal  and  King  Features  Syndicate 
"//  poker  is  your  thing,  then  this  is  your  book. " 
Bookman's  Weekly 
"Concentrates  on  the  most  important  aspect- 
winning!"  The  Book  Exchange,  London 
"Shows  how  to  psycho-poker-anelyie  opponents, 
how  to  reed  them,  and  how  to  milk  them  to  their 
lest  dollar. " 

American  Bridge  Teachers  Association  Quarterly 
"Designed  for  players  who  went  to  make  poker  a 
meens  of  livelihood.  "  Rouge  el  Noir  News 

HERE  ARE  A  FEW  OF  THE 
120  ADVANCED  CONCEPTS  REVEALED: 

*  How  to  be  an  honest  player  who  cannot  lose  at 
poker, 

*  How  to  Increase  your  advantage  so  greatly  that 
you  can  break  most  games  at  will. 

*  How  to  avoid  winning  too  fast. 

*  How  to  extract  maximum  money  from  opponents. 

*  How  to  keep  big  losers  in  the  game. 

*  How  to  drive  winning  players  from  the  game. 

*  How  to  lie  and  practice  deceit.  (Only  in  poker 
can  you  do  this  and  remain  a  heroic  gentleman.) 

*  How  to  see  unexposed  cards  without  cheating. 

*  How  to  remember  all  exposed  cards  and  ghost 
hands. 

*  How  to  read  closed  hands  of  opponents. 

*  How  to  beat  dishonest  players. 

*  How  to  control  the  rules. 

*  How  to  stimulate  poor  attitudes  in  opponents. 

*  How  to  make  a  good  player  disintegrate  into  a 
poor  one. 

*  How  to  manipulate  opponents  through  distrac- 
tions and  hypnosis. 

*  How  to  locate  or  create  new  games  for  bigger 
profits. 

*  How  to  operate  Major  and  Minor  League  games 
with  a  Farm  System. 
In  addition  to  offering  these  powerful,  money-making 

concepts,  this  book  is  an  in-depth,  definitive  treatment 
of  poker.  The  appendix,  for  example,  contains  the  most 
complete  glossary,  bibliography,  history  .  and  the 
only  accurately  defined  fables  of  odds  ever  published. 

And,  very  important,  the  fundamental  errors  em- 
braced by  the  133  poker  books  published  in  the  past 
ninety  years  are  systematically  pointed  out  In  this  radi- 
cally different  book. 

This  book  is  also  crucial  for  defense  ...  for  protection 
against  players  secretly  using  these  concepts  to 
extract  your  money. 

You  can  buy  this  $12. .'iO  r^lothbound  book  from  the 
publisher  for  $9.95  until  1/31  70. 

I  ^m»  ^^  ^^  m^  m^  ^^  ^^  — ^  ^^  ^^  "^  ^^  ^"^  ■■■  " 

I  S.  0  PUBLISHING  COMPANY,  Box  644 
Wilmington,  Delaware  19899 
Enclosed  is  my  check  or  money  order  for  $9.95  for 
POKER,  A  GUARANTEED  INCOME  FOR  LIFE  by  using 
the  ADVANCED  CONCEPTS  OF  POKER.  C  Thisis  a  gift 
D  C.O.D.  plus  postal  charges 

I    NAME : 

I    STREET 

I     CITY 

I    STATE ZIP 

I  (10-day  money-back  guarantee) 

I      Each  manual  shipped  in  non-identifying  carton. 
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T/ie  nation's  retailers 

iiave  embarl<ed 

upon  a  great  game  of 

musical  c/iairs. 

it  stiould  be  fine  for 

volume,  but  profits. . . . 


Last  year  U.S.  retailers  rang  up 
$270  billion  on  their  cash  registers. 
Ten  years  ago  their  sales  figure  was 
$160  billion.  By  1975,  only  five 
years  from  now,  perfectly  reasonable 
men  think  it  will  reach  $375  billion. 
By  all  odds,  the  nation's  retailers  are 
going  to  keep  very  busy. 

Very  profitable,  too?  That's  not  so 
certain.  The  more  money  there  is  to 
get,  the  harder  becomes  their  com- 
petitive pushing,  the  louder  the  pro- 
motional din.  This  is  true  now  more 
than  ever,  for  the  retailers  have 
entered  a  new  and  even  more  frenetic 
phase.  It  is  no  longer  simply  drugstore 
against  drugstore  or  supermarket 
against  supermarket.  Today  any  re- 
tailer worth  his  salt  is  busy  elbowing 
his  way  into  his  neighbors'  lines  of 
business. 

It's  happening  everywhere.  The 
discounters  and  the  supennarket 
chains  are  the  most  active.  Jewel  Cos., 
the  midwestern  food  chain,  has  gotten 
into  discount  stores  and  drugstores  on 
a  large  scale,  as  well  as  into  food 
franchising  and  restaurants.  Lucky 
Stores,  the  highly  profitable  West 
Coast  food  discounter  {see  Yard- 
sticks on  following  pages),  has  bought 
a  California  membership  discount 
chain.  Vomado,  a  discounter  by 
origin,  now  also  owns  a  supennarket 
chain,  building  supply  stores,  liquor 
stores  and  a  string  of  franchise  ice 
cream  drive-ins.  Gamble-Skogmo  is  in 
food,  mail  order,  specialty  stores  and 
other  kinds  of  retailing. 

Specialty  retailers  are  kicking  over 
their  traces  too,  although  some  of  the 
smaller  ones  are  being  acquired  by 
larger  department-store,  discovmt  and 
supermarket  chains.  In  one  shopping 
center,  higlJy  profitable  Melville  Shoe 
now  operates  seven  other  kinds  of 
stores,  from  a  health  and  beauty-aid 
store  to  sportswear  shops.  Southland 
Corp.,  which  in  a  little  over  a  decade 
has  built  up  a  national  chain  of  quick- 
service  food  stores,  has  bought 
Gristede's  high-priced  food  and  gour- 
met stores  and  a  candy  concern. 

The  big  department  store  outfits 
have  also  joined  the  parade.  Toward 
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the  end  of  1969,  Bloomingdale's,  'a 
New  York  department  store  owned 
by  giant  Federated  Stores,  announced 
plans  to  open  a  chain  of  specialty 
furniture  shops.  AUied  Stores  now 
operates  Bon  Marche,  the  contempo- 
rary furniture  store  chain.  Genesco 
not  only  sells  apparel  through  retail 
outlets,  it  also  makes  everything  from 
shoes  to  corsets  and  is  opening  new 
Bonwit-Teller  specialty  department 
stores  around  the  countiy.  Broadway- 
Hale,  on  the  West  Coast,  now  owns 
Neiman-Marcus,  the  Texas-based 
high-fashion  specialty  outfit,  and  the 
Sunset  House  mail-order  firm.  Even 
staid  old  Woolworth,  though  late  in 
shifting  its  emphasis  away  from  its 
traditional  five-and-dime  stores,  has 
gotten  in  on  the  trend  by  acquiring 
shoe  and  apparel  operations  and  going 
heavily  into  discounting. 

That  is  just  a  quick  sampling  of 
the  massive  claim-jumping  that  has 
been  taking  place.  There  have  been 
hundreds  of  mergers  and  acquisitions 
in  the  retailing  field  during  the  last 
ten  years,  most  of  them  during  the 
last  five  years. 

Is  it  that  the  retailing  grass  looks 
greener  on  the  other  side  of  the 
fence?  There's  more  to  it  than  that.  A 
series  of  court  decisions  have,  for  all 
intents,  forestalled  the  big  department 
stores,  discounters  and  supei-market 
chains  from  acquiring  companies  on 
their  side  of  the  fence.  Small-  and 
medium-sized  retailers  will  continue 
to  merge  with  companies  in  their 
lines  of  business — that  is,  supermar- 


kets with  supermarkets,  drugstores 
with  diTigstores.  But  not  the  big  ones. 
The  very  large  retail  concerns  must 
get  into  retail  fields  other  than  their 
own  if  they  are  going  to  expand  faster 
than  internal  growth  permits.  And 
this  they  clearly  want  to  do.  "All  the 
trends  for  the  Seventies  point  toward 
"the  development  of  very  large  mass- 
merchandising  aggregates,  regardless 
of  what  the  Government  attempts  to 
do,"  concludes  Professor  William 
Applebaum  of  Harvard's  Graduate 
School  of  Business. 

And  yet,  acquisition  is  not  the  only 
— or  necessarily  the  fastest — path  to 
growth.  S.  S.  Kresge,  J.  C.  Penney 
and  W.  T.  Grant  prove  this.  Kresge, 
a  distant  second  behind  Woolworth 
in  the  variety-store  field  ten  years 
ago,  recognized  that  the  five-and-dime 
store  was  becoming  outmoded.  Its 
profit  margins  were  heading  down- 
hill. So  it  took  a  new  tack.  In  1962 
it  opened  its  first  K  mart  discount 
store,  with  60,000  square  feet  of 
floor    space    compared    with    20,000 


^ 


square  feet  for  the  five-and-dime 
stores  it  had  been  building.  The  K 
marts  emphasized  discount  prices, 
high  inventory  turnover  and  self  serv- 
ice. Moreover,  Kresge  President  Har- 
ry Cunningham  was  smart  enough  to 
carr\'  through  on  his  idea:  Today 
Kresge  has  338  K  marts  and  one  of 
the  best  growth  and  profit  records  on 
Forbes  Yardsticks. 

Kresge  had  several  things  going  for 
it  that  other  emerging  discounters 
in  the  early  Sixties  like  Kor\ette 
(now  part  of  Spartans  Industries) 
lacked.  It  had  a  strong  capital 
base  and  didn't  have  to  operate 
by  stretching  supplier  credit  to  the 
outer  hmits.  It  also  had  a  cadre  of 
e.xperienced  store  managers  who 
could  be  trained  to  run  K  marts  with 
relativelv  little  eflort. 
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Permey  is  another  outfit  that  has 
changed  itself  much  for  the  better, 
(see  Yardsticks)  largely  by  the  in- 
ternal expansion  route.  Predom- 
inantly a  limited-line  soft-goods  seller 
ten  years  ago,  it  set  out  to  be- 
come a  full-line  department  store  op- 
eration in  the  early  Sixties  more  like 
its  big  and  fabulously  successful 
competitor,  Sears,  Roebuck.  It  also  up- 
graded its  soft-goods  lines  into  fashion 
merchandising  and  began  offering 
credit.  But  now  even  Penney  is 
making   acquisitions,   too:    a   regional 


drug  chain  and  a  large  department 
store  outfit  in  Belgium.  W.T.  Grant 
has  had  a  metamorphosis  similar  to 
Penney 's,  from  junior  department 
stores  to  large,  150,000  square  foot 
full-line  stores.  Last  year  Grant  be- 
came a  $l-billion  retailer  and  a  quite 
profitable  one,  virtually  all  without 
the  benefit  of  mergers. 

Not  so  Easy 

As  for  the  supermarketers  like 
Jewel  and  Lucky,  they  have  been 
doing  a  creditable  job  of  branch- 
ing out.  Grand  Union,  on  the  other 
hand,  while  doing  well  in  food,  still 
is  struggling  to  establish  good  pro- 
fits in  its  Grand  Way  discount 
stores.  Safeway,  noted  for  excellent 
management  but  having  trouble  cur- 
rently with  West  Coast  food  discount- 
ers   like    Lucky    Stores    and    Acme's 
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Alpha  Beta  chain,  had  a  fling  at^ 
drug  supermarkets  and  flopped.  "I 
don't  think  it  can  be  done  really  suc- 
cessfully by  a  food  chain,"  says  Chair- 
man Robert  Magowan,  a  veteran  of 
Macy's  before  going  to  Safeway. 
"Food  merchandising  and  general 
merchandising  are  two  distinct  busi- 
nesses and  have  to  be  run  in  very  dif- 
ferent ways." 

The  general  merchandisers  who 
moved  into  food  and  speciality  areas 
have  also  had  problems,  as  did  Gam- 
bles. Says  Interstate's  Chairman  Sol 
Cantor:  "Retailing  companies  are  turn- 
ing more  and  more  into  holding  com- 
panies that  can  accommodate  a  va- 
riety of  businesses  that  cater  to 
varied  consumer  needs.  The  crucial 
thing  will  be  their  ability  to  control 
these  diverse  parts." 

The  big  department  store  chains 
have  an  important  obstacle  to  branch- 
ing out  in  a  major  way:  namely,  their 
large    commitment   in    dollars,    image 


and  style  of  operation  to  traditional 
high-overhead  department  stores  in 
shopping  centers.  Some,  like  Dayton- - 
Hudson,  Federated  and,  recently. 
May  Co.,  have  gotten  into  discount 
stores.  Federated  has  even  purchased 
a  small  supeirnarket  chain,  Ralphs, 
in  Southern  California.  But  to  a  very 
large  extent  the  department  stores 
are  wedded  to  traditional  operations. 
This  is  why  the  discounters,  though 
they  have  tended  to  take  on  some 
department-store  ways,  have  managed 
to  glow  quite  rapidly  without  drawing 
really  effective  fire  from  the  depart- 
ment stores.  Paced  by  outfits  like 
Kresge,  Zayre  and  Interstate,  the  dis- 
counters may  soon  overtake  the  de- 
partment stores  in  total  sales  volume. 
Of  course,  the  department  stores 
will  do  everything  they  can  to 
fight  back.  Which  is  exactly  why 
these  coming  years  of  booming  sales 
are  likely  to  be  years  of  heightened, 
not  lessened  competition. 


HOW  THEY  RANK: 


A-AMONG  ALL  COMPANIES 


B—IN  OWN  INDUSTRY 


Company 


5-Year 
Return  on  Equity 


PROFITABILITY 

Latest  12-Month 
Return  on  Equity 


5-Year  Return 
on  Total  Capital 


Rank 
A         B 


Per- 
cent 


Rank 
A         B 


Per- 
cent 


Rank 
A         B 


Per- 
cent 


GROWTH 


S'Year  Annual 
Sales  Growth 


5-Year  Annual 
Earnings  Per  Share  Growth 


Rank 
A         B 


Per- 
cent 


Rank 
A         B 


Per- 
cent 


Zayre  9  (1)  32.3  65  (2)  19.0  40  (3)  18.1 

Arlans  Dept  Stores  ;      52  (2)  21.2  135  (7)  15.2  99  (4)  14.4 

Penney  J  C  83  (3)  19.0  72  (3)  18.6  37  (1)  18.5 

ZaIeCorp  '      85  (4)  19.0  192  (10)  13.9  39  (2)  18.2 

Grant  WT  110  (5)  17.4  113  (5)  16.2  128  (6)  13,0 


54  (5)  23.0  65  (6)  17.9 

148  (8)  14.8  351  (21)  5.2 

214  (9)  12.0  207  (14)  9.9 

58  (6)  22.7  61  (5)  18.3 

326  (17)  8.8  167  (11)  11.1 


Dayton  Hudson  \    124  (6)       16.8 

Vornado  137  (7)        16.1 

Federated  Dept  Stores  '   155  (8).      15.4 

Sears,  Roebuck  183  (9)        14.9 

Walgreen  190  (10)       14.7 

Interstate  Dept  Stores  U)       14.6 

Kresge,  SS  14  1 

Mercantile  Stores  13.9 

Associated  Dry  Goods  IZl  li-J;       13.6 

Gimbel  Brothers  252  n^-       n? 

Macy,  R  H  261 

Marshall  Field  .    310 

Broadway-Hale  314  ^■>) 

Spartans  Industries  323  .! 

Woolworth,  FW  397  (2.;       1    1 

May  Department  Stores  400  (.?!)       .:, 

Allied  Stores  ■    430  (22^        5  (^ 

Murphy,  GC  465  (23) 

Gamble-Skogmo  485  (24) 

Newberry,  J  J  502  (25) 


132 
342 
178 
203 
194 


(6) 
(20) 
(9) 
(12) 
(11) 


15.3 
10.6 
14.2 
13.6 
13.9 


230 
227 
117 
130 
174 


(13) 
(12) 
(5) 
(7) 
(9) 


10.8 
10.8 
13.7 
13.0 
12.0 


18 

25 

318 

337 

251 


(1) 
(2) 
(16) 
(18) 
(11) 


39.6 

31.7 

9.2 

8.6 

11.1 


215 
89 
156 
273 
260 


(13) 
(4) 
(8) 
(17) 
(16) 


13.4 
17.1 
14.5 
12.0 
12.2 


134 
184 
192 
235 
254 


(8) 
(10) 
(11) 
(14) 
(17) 


12.9 
11.8 
11.6 
10.7 
10.3 


216 
45 
348 
273 
463 


(10) 
(3) 
(20) 
(13) 
(25) 


11.8 
24.0 

8.2 
10.4 

5.6 


233 
306 
330 
229 
408 


(15) 
(18) 
(19) 
(14) 
(21) 


12.9 
11.3 
10.8 
13.1 
9.1 


380   (21) 
240   (15) 


243 
303 
340 


(16) 
(18) 
(19) 


7.9 

10.6 

10.5 

9.3 

8.5 


394 
459 
46 
340 
282 


(21) 
(24) 
(4) 
(19) 
(14) 


7.3 
5.8 

23.8 
8.5 

10.1 


471 
429 
433 
470 
490 


(25) 
(22) 
(23) 
(24) 
(26) 


7.6 
8.6 
8.5 
7.6 
7.2 


386   (22) 
489   (24) 


376 
480 
504 


(20) 
(23) 
(26) 


7.7 
5.6 
7.9 
5.9 
5.2 


450 
457 
467 
91 
534 


(22) 
(23) 
(26) 
(7) 
(28) 


6.1 
5.8 
5.6 
18.3 
3.1 


41 
442 
332 


(4) 
(26) 
(20) 


268   (18) 
177   (12) 


260 
28 
130 
247 
177 


(17) 
(3) 
(10) 
(16) 
(12) 


97   (8) 
309   (19) 


227 
491 
429 


(15) 
(27) 
(25) 


523 
385 
373 
417 
10 


(28) 
(23) 
(22) 
(24) 
(1) 


21.3 
1.7 
5.8 
7.8 

10.7 


8.0 
25.5 
12.7 

8.4 
10.7 


14.3 
6.5 
9.1 

-1.6 
2.5 


-5.9 
4.2 
4.5 
3.0 

41.3 


City  Stores                        507 
Marcor                             533 
Alexanders 

(26)  6.5 

(27)  4.6 

531 

493 

61 

(28) 
(27) 
(1) 

4.5 

7.1 

19.2 

500       (25) 
530       (27) 

5.4 

3.5 

533 

284 
262 

(27) 
(15) 
(12) 

3.1 
10.1 

10.9tt 

104 
76 
20 

(9) 
(7) 
(2) 

13.9 
16.1   ■ 
«32.0 

Industry  Median 

13.6 

13.0 

10.7 

10.1 

10.0 

Note:  Explanation  of  yardstick  calcu 

lalions  on  page  43 

••Not  avai 

able:  not 

ranked. 

1  (Four  year  growth 

rate 
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3  flops  and  1  wild  success 
from  GT&E  research. 


Let  us  be  the  first  big  corporation  in  Amer- 
ica to  admit  it: 

Sometimes  we  fall  flat  on  our  face. 

That  may  come  as  a  shock  to  you,  but 
we've  found  it's  a  smart  way  to  run  our  re- 
search laboratories. 

Rather  than  saddle  our  scientists  with 
a  "Do  It  The  Way  It's  Always  Been  Done" 
philosophy,  we  encourage  them  to  stick 
their  necks  out— to  poke  around  in  places 
nobody  ever  poked  around  before. 

Sometimes  this  philosophy  makes  mil- 
lions of  dollars  for  us  (see  Eureka!). 

Sometimes  it  doesn't  make  us  a  penny. 

Take,  for  instance 

r  lop  1:  The  Wam-0-Scope-a  new 
kind  of  radar  set  that  was  supposed  to  be 
10  times  more  sensitive  than  ordinary  ra- 
dar. (This  was  because  we  put  lots  of  little 
electronic  parts  right  insidethe  radartube, 
where  nobody  ever  put  them  before.)  The- 
oretically, it  worked  fine.  Practically,  it 
didn't  work  at  all.  Which  brings  us  to 

r  l0p^2l  The  Stacked  Tube.  After 
years  of  work,  we  perfected  the  world's 
best  radio  tube— long  lived,  practically  in- 
destructible. Unfortunately,  we  built  it  the 
same  year  the  transistor  was  invented, 
making  our  tube  instantly  obsolete.  Then 
there  was 

r  lop  Ol  The  Omegatron  — a  clever 
device  designed  to  tell  vacuum  tube  man- 
ufacturers precisely  how  much  excess  gas 


they  had  in  their  tubes  (which,  you  remem- 
ber from  Physics  1,  are  supposed  to  be 
completely  empty).  This,  however,  was 
more  than  they  wanted  to  know.  They  want- 
ed to  get  rid  of  the  gas,  not  measure  it. 
So  finally,  we  come  to 


Eureka! 


The  Sylvania  Flashcube  — a  little  idea 
that  revolutionized  the  whole  camera  busi- 
ness. For  the  first  time,  people  could  take 
flash  pictures  as  fast  as  they  could  click 
the  shutter— no  more  hot  bulbs  to  change, 
no  more  missed  pictures. 

It  looks  simple.  But  it  took  more  than 
100,000  designs  and  years  of  f  iddl  ing  and 
testing  before  we  made  the  first  one. 

What  are  we  up  to  now?  Everything  from 
laser  research  to  pollution  control. 

We  even  have  an  idea  that  might  revo- 
lutionize the  entire  color  TV  industry. 

If  it  works. 


General  Telephone  &  Electronics 
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The  Granddaddy 
of  Them  All 


YARDSTICKS 

OF  MANAGEMENT 

PERFORMANCE 

Supermarkets 


He's  called  "the  Grandfather  of  Dis-,. 
counting,"  but  that  is  not  so  venerable 
a  title  in  a  basically  young  business. 
Martin  Chase  started,  the  first  true 
discount  store  less  than  20  \'ears  ago 
in  Rhode  Island.  To  be  sure,  outfits 
like  Korvette,  Masters  and  Two  Guys 
were  already  discounting  appliances, 
records  and  similar  brand-name  mer- 
chandise in  little  hole-in-the-wall 
stores.  But  Chase  started  the  kind  of 
discount  store  that  eventually  became 
the  pattern — the  lower-price  depart- 
ment store  with  little  or  no  service. 

In  1953  Chase  took  5,000  square 
feet  in  a  textile  mill  building  he 
owned  in  Lonsdale,  R.I.,  near  Prov- 
idence, and  fitted  it  out  with  pipe 
racks  and  shopping  carts  but  little  else 
in  the  way  of  fixtures.  He  started  b\' 
offering  soft  goods  and  housewares, 
then  some  hard  goods  and  appliances, 
on  a  pick-it-out-yourself,  pay-cash, 
carry-it-home  basis.  He  called  his  store 
Ann  &  Hope,  after  the  daughters  of 
the  man  who  had  owned  the  building. 

Now  63  and  semiretired,  Martin 
Chase  has  done  pretty  well  for  him- 


self since  then,  and  so  has  discount 
merchandising.  The  original  Ann  & 
Hope  store  still  occupies  that  old' 
building,  but  450,000  square  feet 
of  it  instead  of  5,000.  Chase  has 
opeijed  another  Ann  &  Hope  store  in 
Warwick,  R.I.  and  plans  a  third 
in  Boston.  Together,  his  stores  gross 
-more  than   $40  million  a  year. 

Meanwhile,  discount  merchandis- 
ing, following  many  of  the  patterns 
set  by  Chase  in  his  Lonsdale  store, 
has  almost  overtaken  department  and 
speciality  stores  as  the  leading  form 
of  merchandising  in  the  U.S.  This 
year  discount  sales  will  exceed  $17 
billion  nationwide,  excluding  almost 
$5  billion  in  food  sales  but  including 
leased  department  sales.  Traditional 
department  store  sales  will  be  less 
than  $2  billion  greater,  somewhere 
between  $18  billion  and  $19  billion. 
The  merchandising  chains,  companies 
like  Sears,  Penney,  Montgomery 
Ward,  Gamble-Skogmo,  etc.,  are  also 
fast  closing  in  on  traditional  depart- 
ment stores.  Discount  operations  like 
Kresge's    K    marts    and    Woolworth's 


HOW  THEY  RANK: 


A— AMONG  ALL  COMPANIES 


B—IN  OWN  INDUSTRY 


5-Year 
Return  on  Equity 


PROFITABILITY 

Latest  12-Month 
Return  on  Equity 


5- Year  Return 
on  Total  Capital 


Company 


Rank 
A         B 


Per- 
cent 


Rank 
A         B 


Per- 
cent 


Rank 
A         B 


Per- 
cent 


GROWTH 


5-Year  Annual 
Sales  Growth 


5-Year  Annual 
Earnings  Per  Share  Growth 


Rank 
A         B 


Per- 
cent 


Note:  Explanation  of  yardstick  calculations  on  page  43.      tOeficit  to  a  profit;  not  ranked. 


Rank 
A         B 


Per- 
cent 


Lucky  Stores 

10 

(1) 

32.0 

3 

(1) 

30.5 

50 

(3) 

17.4 

29 

(3) 

30.3 

26 

(1) 

25.6 

Pueblo  Supermarkets 

23 

(2) 

25.8 

19 

(2) 

25.4 

29 

(2) 

20.2 

11 

(1) 

53.4 

42 

(2) 

21.3 

Supermarkets  General 

34 

(3) 

23.7 

123 

(6) 

15.7 

72 

(5) 

15.9 

43 

(4) 

24.5 

132 

(5) 

12.6 

Cook  United 

38 

(4) 

23.4 

47 

(5) 

20.7 

101 

(7) 

14.3 

92 

(6) 

18.2 

68 

(3) 

17.8 

Winn-Dixie 

45 

(5) 

22.4 

38 

(4) 

21.8 

22 

(1) 

21.1 

357 

(14) 

8.1 

348 

(13) 

5.3 

Fisher  Foods 

70 

(6) 

20.0 

31 

(3) 

22.6 

138 

(8) 

12.8 

28 

(2) 

30.8 

t 

Southland  Corp 

74 

(7) 

19.8 

214 

(11) 

13.4 

259 

(13) 

10.3 

55 

(5) 

22.9 

72 

(4) 

16.7 

Albertsons 

86 

(8) 

18.8 

219 

(12) 

13.3 

81 

(6) 

15.1 

234 

(11) 

11.5 

456 

(17) 

0.8 

Bormans 

88 

(9) 

18.6 

194 

(8) 

13.9 

63 

(4) 

16.3 

150 

(8) 

14.7 

438 

(16) 

1.9 

Super  Valu  Stores 

97 

(10) 

18.1 

185 

(7) 

14.0 

146 

(9) 

12.6 

316 

(13) 

9.2 

395 

(14) 

4.0 

Giant  Food 

189 

(11) 

14.7 

208 

(10) 

13.5 

238 

(12) 

10.6 

165 

(9) 

14.1 

139 

(6) 

12.3 

Safeway  Stores 

201 

(12) 

14.3 

250 

(15) 

12.5 

149 

(10) 

12.6 

407 

(18) 

7.0 

425 

(15) 

2.6 

Vons  Grocery 

210 

(13) 

14.1 

391 

(19) 

9.5 

150 

(11) 

12.5 

565 

(26) 

1.1 

496 

(21) 

-1.8 

Jewel  Companies 

223 

(14) 

13.9 

197 

(9) 

13.8 

295 

(17) 

9.5 

232 

(10) 

11.5 

264 

(9) 

7.9 

Kroger 

253 

(15) 

13.1 

220 

(13) 

13.3 

279 

(14) 

10.0 

369 

(15) 

7.9 

311 

(10) 

6.5 

Colonial  Stores 

264 

(16) 

12.9 

295 

(16) 

11.6 

280 

(15) 

9.9 

516 

(22) 

4.1 

341 

(11) 

5.5 

Stop  &  Shop 

283 

(17) 

12.6 

230 

(14) 

13.0 

426 

(22) 

6.8 

279 

(12) 

10.2 

242 

(7) 

8.6 

Grand  Union 

339 

(18) 

11.6 

309 

(17) 

11.2 

281 

(16) 

9.9 

375 

(16) 

7.8 

258 

(8) 

8.1 

Thriftimart 

389 

(19) 

10.5 

422 

(20) 

8.7 

383 

(19) 

7.7 

528 

(24) 

3.5 

477 

(19) 

-0.9 

Food  Fair  Stores 

412 

(20) 

10.0 

375 

(18) 

9.8 

417 

(21) 

7.0 

387 

(17) 

7.4 

347 

(12) 

5.4 

Allied  Supermarkets 

450 

(21) 

8.9 

540 

(26) 

3.6 

411 

(20) 

7.2 

106 

(7) 

17.1 

546 

(25) 

-18.5 

Great  A  &  P  Tea 

473 

(22) 

8.4 

484 

(21) 

7.4 

359 

(18) 

8.2 

560 

(25) 

1.4 

490 

(20) 

-1.6 

National  Tea 

488 

(23) 

7.9 

492 

(22) 

7.2 

439 

(23) 

6.6 

518 

(23) 

4.0 

473 

(18) 

-0.7 

Arden-Mayfair 

490 

(24) 

7.8 

533 

(25) 

4.5 

514 

(25) 

4.7 

515 

(21) 

4.1 

543 

(24) 

-16.4 

Acme  Markets 

514 

(25) 

6.1 

508 

(24) 

6.4 

492 

(24) 

5.5 

448 

(20) 

6.1 

498 

(22) 

-2.1 

Bohack 

546 

(26) 

2.3 

504 

(23) 

6.6 

542 

(26) 

2.1 

427 

(19) 

6.6 

t 

First  Natl  Stores 

549 

(27) 

1.2 

554 

(27) 

2.5 

546 

(27) 

1.2 

567 

(27) 

0.7 

540 

(23) 

-14.8 

Industry  AAedian 

13.9 

13.0 

10.0 

8.1 

5.3 
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Specialty 


Woolco  stores  are  growing  much  faster 
than   conventional  department  stores. 

Chase  Hterally  showed  many  of 
today's  big  discounters  how  to  do  it. 
Leo  Hartfield  of  Hartfield-Zodys, 
Lloyd  Yohe  of  Kresge,  Sumner  Feld- 
berg  of  Zayre,  Sidney  Mittleman  of 
Spartans — all  came  to  seek  his  advice 
and  study  his  Rhode  Island  store  be- 
fore setting  out  on  their  own.  Chase, 
who  manufactured  ribbon  before  start- 
ing Ann  &  Hope,  became  a  sales- 
man for  the  idea  of  broad-line  dis- 
counting. He  encouraged  competitors. 
"Some  people  say  it's  too  crowded 
as  soon  as  another  store  opens  up 
across  the  street.  I  say  the  more  stores 
the  better.  In  the  end,  the  best  mer- 
chants will  survive." 

Discount  stores  have  become  quite 
a  bit  flossier  and  frillier  since  Chase 
got  started.  Even  the  first  Ann  & 
Hope  store  now  accepts  credit  cards 
like  BankAmericard  and  Master 
Charge.  It  carries  plenty  of  hard 
goods  and  some  national  brands,  too. 
\o  longer  are  manufacturers'  close- 
outs  a  large  part  of  its  merchandise. 

Tiiough  Ann  &  Hope  customers  still 
haul    their    merchandise    in    shopping 


carts  to  a  checkout  counter,  the  dis- 
counts are  not  as  deep  as  they  once 
were.  Martin  Chase  has  been  forced 
to  increase  his  gross  markup  over  the 
original  20%.  How  much  more  Chase 
won't  say,  although  son  Irwin,  who 
is  now  president  of  the  company,  in- 
sists Ann  &  Hope  still  runs  the  lowest- 
priced  stores  in  its  trading  area.  He 
explains:  "Everyone,  conventional  de- 
partment stores  and  discounters,  has 
been  forced  to  work  on  higher  gross 
margins  because  of  shaiply  rising 
costs." 

Given  the  inflationary  pressures  on 
them,  can  the  discounters  remain  real 
discounters,  or  will  they  be  forced  to 
become  conventional  promotional- 
type  stores?  Says  Irwin  Chase:  "Many 
who  call  themselves  discounters  have 
ceased  being  discounters  and  try  to 
fool  the  customer.  They  get  away 
with  it  for  a  while,  but  soon  the  cus- 
tomer finds  out.  To  answer  the  ques- 
tion, I  think  real  discounters  will 
flourish  even  more  than  in  the  past 
precisely  because  of  inflation,  which 
makes  lower  prices  more  crucial  than 
ever.  Conditions  still  favor  the  big-vol- 
ume, low-overhead,  one-stop  store."  ■ 


HOW  THEY  RANK: 


A— AMONG  ALL  COMPANIES 


B—IN  OWN  INDUSTRY 


5-Y.ar 
Return  on  Equity 


PROFITABILITY 

Latest  12-Month 
Return  on  Equity 


5- Year  Return 
on  Total  Capital 


Company 


Rank 
A  B 


Per- 
cent 


Rank 
A         B 


Per- 
cent 


Rank 
A         B 


Per- 
cent 


GROWTH 


5-Year  Annual 
Sales  Growth 


5-Year  Annual 
Earnings  Per  Share  Growth 


Rank 
A         B 


Per- 
cent 


Note:  Explanation  of  yardstick  calculations  on  page  43.    tDeficit  to  a  profit:  not  ranked.      tTliree  year  average. 


Rank 
A         B 


Per- 
cent 


Avon  Products               ■ 

^P 

■R) 

42.5 

1 

(1) 

39.7 

:  ■■  1 

(1) 

39.6 

128 

(8) 

15.6 

81 

(5) 

15.5 

MacOonald,  E  F 

5 

(2) 

37.5 

21 

(4) 

24.8 

26 

(3) 

20.7  • 

114 

(7) 

16.4 

123 

(9) 

13.1 

Rapid-American 

7 

(3) 

34.1 

11 

(3) 

27.4 

349 

(18) 

8.3 

39 

(1) 

25.5 

12 

(1) 

39.8 

Melville  Shoe 

12 

(4) 

31.5 

5 

(2) 

29.5 

28 

(4) 

20,6 

265 

(14) 

10.6 

35 

(2) 

22.5 

Sperry  &  Hutchinson 

17 

(5) 

28.4 

29 

(5) 

23.8 

10 

(2) 

25.6 

542 

(22) 

2.2 

108 

(7) 

13.8 

Servomation 

68 

(6) 

20  1 

87 

(7) 

17.3 

98 

(6) 

14.4 

67 

(2) 

20.1 

158 

(12) 

11.5 

Scot  Lad  Foods 

84 

(7) 

19.0 

124 

(11) 

15.6 

148 

(11) 

12.6 

140 

(9) 

15.1 

135 

(10) 

12.5 

Malone  &  Hyde 

95 

(8) 

18.3 

51 

(6) 

20.4 

114 

(9) 

13.8 

86 

(5) 

18.6 

48 

(4) 

19.5 

Wickes  Corp 

99 

(9) 

18.0 

103 

(8) 

16.6 

75 

(5) 

15.5 

167 

(13) 

14.0 

327 

(19) 

6.0 

Beneficial  Finance 

105 

(10) 

17.5 

251 

(17) 

12.5 

424 

(20) 

6.8 

335 

(16) 

8.6 

315 

(18) 

6.4 

ARA  Services 

120 

(11) 

17.0 

108 

(9) 

16.3 

261 

(14) 

10.3 

68 

(3) 

20.0 

110 

(8) 

13.7 

Fleming 

127 

(12) 

16.5 

169 

(13) 

14.3 

102 

(8) 

14.3 

157 

(12) 

14.4 

291 

(17) 

7.0 

Thrifty  Drug 

151 

(13) 

15.8 

218 

(14) 

13.3 

120 

(10) 

13.5 

377 

(18) 

7.7 

400 

(21) 

3.8 

Hart  Schaffner  &  Marx 

158 

(14) 

15.5 

221 

(15) 

13.3 

100 

(7) 

14.3 

70 

(4) 

20.0 

100 

(6) 

14.2 

Foremost  McKesson 

161 

(15) 

15.5? 

119 

(10) 

15.9 

321 

(16) 

8.9J 

470 

(20) 

5.6 

156 

(11) 

11.6 

Household  Finance 

167 

(16) 

15.3 

165 

(12) 

14.4 

423 

(19) 

6.8 

321 

(15) 

8.9 

210 

(14) 

9.8 

Genesco 

251 

(17) 

13.3 

301 

(18) 

11.4 

247 

(13) 

10.5 

141 

(10) 

15.1 

276 

(15) 

7.6 

Universal  Leaf  Tobacco 

301 

(18) 

12.3 

338 

(19) 

10.7 

178 

(12) 

11.9 

361 

(17) 

8.0 

355 

(20) 

4.9 

Interco 

312 

(19) 

12.1 

242 

(16) 

12.7 

282 

(15) 

9.9 

155 

(11) 

14.4 

43 

(3) 

21.1 

Super  Food  Services 

349 

(20) 

11,3 

341 

(20) 

10.6 

434 

(21) 

6.7 

500 

(21) 

4.8 

iy 

t 

United  Merchants  &  Mfrs 

384 

(21) 

10.6 

347 

(21) 

10.4 

348 

(17) 

8.3 

459 

(19) 

5.8 

188 

(13) 

10.2 

DJGiorgio 

482 

(22) 

8.2 

360 

(22) 

10.2 

436 

(22) 

6.7 

107 

(6) 

16.9 

290 

(16) 

7.0 

Anderson  Clayton 

531 

(23) 

4.8 

•  542 

(23) 

3.5 

525 

(23) 

4.2 

543 

(23) 

2.1 

488 

(22) 

-1.5 

Industry  AAedian 

16.S 

14.4 

n.9 

14.4 

11.6 
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Are  You  Locked  In  by  a  Paper  Loss? 

Declines  raise  puzzling  choices:  Hold  and  wait  for  rebound? 
Seek  better  possibilities  elsewhere?  Or,  perhaps,  buy  more? 


\ 


One  of  the  most  difficult  decisions  for 
an  investor  to  make  is  when  to  sell, 
especially  if  an  expected  gain  has 
turned  into  a  "paper  loss." 

Tough  decisions  requiring  hard  facts 
.  .  .  facts  carefully  and  objectively 
selected  .  . .  facts  that  will  enable  you  to 
act  in  ways  most  likely  to  meet  your  in- 
vestment objectives. 

This  is  where  The  Value  Line  Invest- 
ment Survey  can  help  you. 

J  400  Stocks  Rated  Each  Week 

Every  week  Value  Line  — alone 
among  investment  advisory  services— 
systematically  and  objectively  ranks 
each  of  1400  common  stocks,  relative  to 
all  the  others,  into  one  of  the  five  groups 
on  four  counts: 

1.  The  stock's  probable  market  per- 
formance in  the  next  12  months. 

2.  Its  appreciation  potential  3  to  5 
years  hence. 

3.  Its  estimated  income  (yield)  in 
the  next  12  months. 

fl.  Its  quahty  (i.e.,  its  probable  de- 
pendability over  the  very  long  term 
—beyond  5  years) . 

Each  stock  is  rated  from  I  (Highest) 
to  V  (Lowest)  for  12-month  perform- 
ance, 3-5  year  potential  and  yield.  Each 
stock  is  graded  from  A+  to  C—  for 
quality.  The  1400  stocks  include  nearly 
all  of  the  common  stocks  traded  on  the 
New  York  Stock  Exchange  plus  about 
300  on  the  American  Exchange  and 
Over-The-Counter. 

In  ranking  the  1400  stocks  for  Prob- 
able Performance  in  the  Next  12 
Months,  for  example,  the  top-ranking 
100  are  classified  as  Group  I  ( Highest ) , 
the  next  300  are  classified  as  Group  II 
(Above  Average),  the  next  600  are 
Group  III  (Average),  the  next  300  are 
Group  IV  (Below  Average),  and  the 
final  100  are  given  the  Group  V  (Low- 
est) rating. 

Not  every  stock  will  always  perform 
in  accordance  with  its  Value  Line  rat- 
ings, but  such  a  large  majority  have  in 
the  past,  for  reasons  that  are  logical, 
that  it  can  be  said  the  probabilities  will 
lie  strongly  on  the  side  of  the  investor 
who  consults  the  latest  ratings  before 
buying,  selling,  or— equally  important 
—holding  any  stock. 

Value  Line  publishes  full-page  re- 
ports on  each  stock  every  three  months. 
Supplementary  reports  are  issued  be- 
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tween  quarterly  reports  if  evidence  re- 
quires it.  You  are  never  left  "up  in  the 
air"  as  to  Value  Line's  current  appraisal 
of  a  particular  stock— either  in  relation 
to  all  other  stocks  covered  in  the  Survey 
or  in  relation  to  your  personal  require- 
ments. 

With  the  latest  full-page  report  and 
analysis  of  a  particular  stock  at  hand, 
plus  any  interim  report  published  in 
The  Value  Line  Investment  Survey  be- 
tween full-page  reports,  plus  the  cur- 
rent weekly  ratings,  the  investor  is  in  a 
position  to  come  to  a  decision  about  his 
investment  portfolio. 

Value  Line  puts  you  in  a  position  to 
select  from  the  broad  field  of  values 
quickly,  rationally,  dispassionately, 
those  particular  stocks  which  at  the 
time  best  fit  your  personal  investment 
goals. 

You  may  decide,  for  example,  to  re- 
tain a  high-ranked  stock  (Group  I  or 
II )  because  it  appears  likely  to  perform 
better  than  stocks  in  the  other  three 
groups.  Or  you  may  decide  to  take  your 
loss  with  a  low-ranked  stock  ( Group  IV 
or  V)  and  switch  into  a  high-ranked 
stock  whose  prospects— and  probabili- 
ties—are likely  to  be  better. 

Whatever  you  do,  you  know  you  can 
look  to  Value  Line  research  and  evalu- 
ations to  help  you  overcome  that 
"locked  in"  feeling. 

Subscription  Terms— 4-Week  Trial  Otter 

The  fee  for  52  weeks  of  Value  Line 
service  is  $167.  You  may  want  to  try 
Value  Line  for  a  shorter  term  of  3 
months  ( 13  issues)  for  $44,  or,  for  new 
readers  only,  a  4-week  trial  subscrip- 
tion for  $5.  Each  weekly  edition  con- 
sists of  the  120-page  Ratings  &  Reports 
section  containing  full-page  reports  on 
about  100  or  more  common  stocks  and 
analyses  of  their  industry  groups  .  .  . 
plus  the  24-page  Weekly  Summary  of 
Advices  &  Index  highlighting  the  new- 
est ratings  on  all  1400  stocks  .  .  .  plus 
the  8-page  Selection  &  Opinion  edi- 
torial section  featuring  Value  Line's 
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The  Forbes  index 


Composed  of  the  following: 
Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  ol  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering'' 
(Depl.  ol  Commerce  latest  three  months  new 
orders  ol  durable  goods  related  to  inventories ) 

•  HovK  intensively  are  we  building?  (Dept.  ol 


Commerce  private  nonlarm  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  ol 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  ol  Commerce 


preliiitmary 

OCT 135.6 

NOV 136.2 

DEC 137.0 

JAN 136.9 

FEB 137.6 

MAR.  ......137.3 

APR 138.3 

MAY    138.7 

JUNE 139.4 

JULY 138.2 

AUG ..137.5 

SEPT 137.2 

OCT 137.0 

NOV.  (prel.)  137.1 

service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  oi 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  ot  Labor  initial  unemployment  claims) 


MARKET  COMMENT 

By  L   0.  Hooper 


1970  W///  Be  Different 


B.ACK  in  high  school,  when  we  stud- 
ied Shakespeare,  we  were  taiiglit  that 
most  of  his  phiys  were  divided  into 
two  parts:  the  complicating  forces 
and  the  resolving  forces.  In  the  stock 
market  and  in  the  economy,  as  well  as 
in  the  political  area,  most  of  1968  and 
all  of  1969  have  been  occupied  by 
complicating  forces.  Not  much  prog- 
ress, at  least  visible  piogress,  has  been 
made  in  resolving  anything.  I  am  ex- 
pecting 1970  to  be  the  year  in  which 
the  resolving  forces  begin  to  do  their 
stuff. 

It  seems  to  me  that  1969  ended 
'with  the  complicating  influences  just 
about  at  their  peak  everywhere  ex- 
cept in  the  political  area,  where  there 
seemed  to  be  at  least  a  suggestion  of 
subsiding  turmoil.  Doubt,  dissension 
and  protest  were  losing  out  just  a  lit- 
tle to  the  "silent  majoritv,"  which  was 
beginning  to  be  at  least  moderately  as- 
sertive. Hippie  thought  and  perform- 
ance were  a  wee  bit  less  all-command- 
ing, and  perhaps  less  emphasized  in 
the  press  and  popular  media.  Even 
all-out  sex  plays  and  dirty  books  were 
a  trifle  less  popular.  The  "thought  ex- 
tremes" of  the  past  few  years  were 
threatened  with  a  loss  of  vogue. 

Mr.   Hooper  Is  associated  with  the  New  York  Stock 
Eicliange  firm  of  W.  E.  Hutton  t  Co. 


But  most  of  the  other  "extremes" 
seemed  to  be  getting  inore  extreme. 
.After  20  years  of  a  bear  market  in 
bonds,  the  bond  market  seemed  to 
be  cornpleteK  out  of  control,  with 
\ields  higher  than  in  120  years.  If 
there  was  an\'  slowing  down  in  the 
rate  of  inflation,  it  was  hardly  visible 
to  the. naked  eye;  and  many  were  say- 
ing that  the  Administration's  disinfla- 
tion policy  was  doomed  to  fail  and 
should  be  abandoned.  This  was  an- 
other "extreme."  The  stock  market 
was  struggling  around  its  bear-market 
lows,  with  courage  about  equities  at 
low  ebb.  Most  business  analysts  were 
looking  for  lower  volumes,  higher 
wages,  higher  costs,  lower  profit  mar- 
gins and  a  decline  in  earnings.  In 
short,  there  was  no  balm  of  Gilead, 
and  hope  long  deferred  had  made  the 
heart  sick.  The  "extremes"  had  ex- 
erted their  almost  maximum  influence 
on  sentiment  and  psychology. 

One  does  not  have  to  be  a  disciple 
of  the  elusive  art  of  contrary  opinion 
to  recognize  in  these  things  the  slow 
germination  of  the  seeds  of  change. 
Extremes  in  popular  thinking,  ex- 
tremes in  popular  behavior,  extremes 
in  the  economy,  extremes  in  interest 
rates,  and  extremes  on  stock  market 
action  are  their  own  correction.  The 


only  question  surrounds  the  matter  of 
just  how  far  these  extremes  go  before 
the  change  begins  to  be  apparent. 

The  reader  will  say  that  I  am  only 
expressing  an  opinion;  but  I  think  1 
am  making  a  safe  forecast  when  I 
predict  that  1970  will  be  a  year  in 
which  the  resolving  forces  in  the  econ- 
omy, in  the  bond  market  and  in  the 
stock  market  will  replace  the  compli- 
cating ones— and  that  the  coming  year 
will  be  different. 

Specifically,  1  think  that  the  at- 
mosphere in  Washington,  which  this 
year  has  been  one  of  inactivity  and 
drift,  will  be  much  more  dynamic  in 
1970.  The  Nixon  Administration  has 
been  getting  its  feet  placed  and  is 
ready  for  action;  and  the  public  acts 
as  if  it  is  willing  to  follow  leader- 
ship. Washington  is  going  to  be  more 
and  more  in  the  news.  Things  prob- 
ably will  happen  in  the  international 
area  as  well  as  in  the  domestic  arena 
—and  they  won't  all  be  bad.  1  would 
especially  look  for  better  relations  with 
the  Soviet  Union,  and  that  would  cer- 
tainly be  the  beginning  of  real  inter- 
national progress. 

The  bond  market,  right  now,  is  in 
much  the  same  condition  the  stock 
market  was  in  at  the  bottom  of 
the  1930-33  depression.  Apparently 
there's  not  a  reason  in  the  world  why 
bond  prices  should  rise,  except  that 
bond  prices  are  low.  In  July  of  1932 
there  was  not  a  reason  in  the  world 
why  stock  prices  should  go  up,  but 
stocks  did  go  up  in  the  summer  of 
1932  and  the  July  lows  proved  to  be 
the  exact  bottom  of  the  greatest  bear 
market  in  stocks  ever  seen  in  America. 
Some  day  historians  will  look  back 
and    say    that    9%    and    10%    coupons 
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were  a  good  enough  reason  for  anyone 
to  know  that  these  alone  were  a  signal 
that  the  longest  bear  market  in  bonds 
must  be  very  near  the  approximate 
culmination  point. 

The  situation  in  the  stock  market 
is  not  as  extreme  as  the  situation  in 
the  bond  market,  but  the  bear  market 
in  stocks  has  been  based  primarily  on 
high  interest  rates  and  scarce  money. 
It  follows  that  anything  which  results 
in  better  bond  prices  and  at  least  mod- 
erately lower  interest  rates  will  help 
stocks.  For  one  thing,  as  soon  as  bond 
prices  ease  and  short-term  interest 
rates  are  a  little  lower,  money  secu- 
rities will  not  provide  the  same  com- 
petition against  stocks  for  institution- 
al money.  Recently  many  institutions 
have  been  utterly  content  to  invest  in 
short-term  paper  to  yield  7%,  8%  and 
even  9%,  because  they  have  not  been 
able  to  obtain  that  much  apprecia- 
tion coupled  with  yield  in  their  over- 
all equity  portfolios. 

It  is  always  well  to  be  suspicious  of 
a  "perfect"  case  for  either  higher 
prices  or  for  lower  prices.  These  "per- 
fect" cases  develop  only  when  the 
market  is  about  at  its  peak  or  about 
at  its  bottom.  Recently  the  case  for 
lower  prices  for  stocks  and  bonds  has 
been  too  perfect  to  be  right.  For  the 
person  who  operates  only  with  cool 
logic,  it  has  been  almost  impossible 
recently  to  suggest  a  convincing  case 
to  buy  either  stocks  or  bonds.  Fur- 
thermore, everyone,  or  most  everyone, 
can  give  you  reason  after  reason  why 
bonds  are  going  to  sell  lower  and  why 
stocks  are  headed  lower.  Tips  to  buy 
stocks  have  recently  been  as  scarce  as 
hen's  teeth,  just  as,  at  the  top  of  the 
market,  someone  has  a  tip  on  most 
everything.  The  great  "extreme"  in  the 
security  market  today  is  extreme  pes- 
simism. The  more  extreme  this  invest- 
ment pessimism  gets,  the  more  sure  it 
is  to  be  wrong. 

Jusf  "Antibearish" 

When  you  read  this  column  please 
remember  that  I  am  discussing  the 
broad  outlook  for  1970,  not  necessarily 
what  will  happen  in  January  or  Feb- 
ruary or  March.  If  it  seems  to  be 
bullish,  it  is  only  because  it  is  anti- 
bearish.  It  is  saying  that  1970  will  be 
a  year  in  which  the  resolving  forces 
rather  than  the  complicating  forces 
will  be  at  work  in  the  economy  and 
in  the  stock  and  bond  markets.  The 
complicating  forces  already  have  done 
their  work.  Whether  the  transition  is 
gradual  or  rapid  remains  to  be  seen. 

When  good  quality  (AAA,  A  A  or 
A)  bonds  with  a  five-year  call  pro- 
tection can  be  bought  to  yield  be- 
tween 8.5%  and  10%,  I  think  it  is  a 
good  idea  to  own  some  of  them.  I 
would  prefer  new  issues  to  those  al- 


ready outstanding,  and  I  would 'nev- 
er buy  any  bond  in  face  amounts  of 
less  than  $10,000.  An  odd  lot  of 
bonds  is  often  hard  to  sell,  and  most 
brokers  collect  a  high  commission  on 
odd  lots.  Anything  less  than  $10,000 
is  an  odd  lot. 

Some  of  these  new  high-coupon 
bond  issues  will  probably  sell  at  a 
premium  of  10  points  or  more  some- 
time during  the  next  three  years.  If 
you  add  10  points  (possible)  to  9% 
(actual  yield)  you  have  a  19-point 
gross-gain  possibility.  That's  not  bad, 
and  it  compares  favorably  with  what 
you  can  expect  on  some  of  the  dy- 
namic "growth"  stocks  where  the  in- 
come is  small  or  negligible.  Remem- 
ber that  the  bear  market  in  bonds  is 
much  more  extreme  than  the  bear 
market  in  stocks.  Remember  that  the 
longer-term  risk  element  in  bonds  is 
not  very  large,  and  that  it  offsets  their 
short-term  risk  element,  which  for 
some  time  has  been  considerable. 

Buy  on  Dips,  Sell  on  Sfrengfh 

What  stocks  should  one  look  at 
now?  That  depends  on  one's  objec- 
tives. If  you  are  thinking  in  terms  of 
short-term  performance,  probably  the 
best  thing  to  do  is  to  buy  the  popular 
glamours  on  dips  and  sell  them  on 
strength.  I'm  sure  that  is  what  the 
funds  have  been  trying  to  do,  and  you 
might  as  well  go  along  with  the  funds. 

If  you  are  looking  for  real,  longer- 
teim  values,  you  probably  will  find 
them  among  the  issues  that  the  funds 
are  neglecting.  Some  that  look  good 
to  me  are  Anaconda,  International 
Nickel,  Armco  Steel,  National  Steel, 
U.S.  Steel,  Chrysler,  General  Motors, 
Bahcock  6-  Wilcox,  the  silver  stocks 
such  as  Ccrro,  Hecla  and  Sun.shine, 
the  out-of-vogue  science  stocks  like 
Global  Marine,  and  Western  Union, 
General  Public  Utilities,  National 
Cash  Register,  Canadian  Pacific,  Union 
Pacific  Corp.  (not  railroad),  Norfolk 
<b-  Western  (when  down  around  80), 
McCulloch  Oil,  Deltona  and  Gen- 
eral Development.  But  stocks  are  not 
as  cheap  as  bonds,  even  though  stock 
prices  probably  would  be  helped  more 
by  higher  bond  prices  than  by  any- 
thing else. 

In  a  normal  January,  the  market  of- 
ten gives  a  strong  indication  of  the 
trend  for  the  next  few  months,  or 
even  for  the  year.  If  the  DJI  declines 
in  January,  that  is  not  a  bullish  indi- 
cation; and  you  better  be  careful  for  a 
while.  If  the  DJI  sustains  a  really 
good  advance  in  January,  especially  in 
the  last  half  of  the  month,  it  is  tradi- 
tionally regarded  as  a  good  omen.  So 
watch  what  happens  this  month!  ■ 


Mr.  Biel  is  on  a  business  trip.  His 
column  will  be  in  the  next  issue. 
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FORBES:CAPITALIST  TOOL 


New  Bull  Market- 
has  it 
already 
started 


what  are  the  implications  of 
the  enormous  October  surge 
in  stock  prices?  Is  this  the 
major  turning  point  that  may 
spell  higher  stock  prices  for 
somn  time  ahead? 

See  why,  and  where  INVESTORS  RE- 
SEARCH believes  the  market  will  move  in 
the  critical  months  ahead.  Don't  delay.  Com- 
pare your  portfolio  with  IR's  current  BUY 
recommendations 

Simply  send  $1  for  your  5-week  trial  sub- 
scription. You'll  immediately  receive  IR's  spe- 
cific recommendations  for  both  speculative  and 
investment  accounts.  In  addition,  you'll  receive 
IR's  Weekly  Market  Analysis  Reports  as  well 
as  trend  ratings  on  over  600  stocks  in  50  key 
groups  —  plus  —  our  bonus  guide  to  "A  POSI- 
TIVE INVESTMENT  PROGRAM." 

All  for  only  $1  —  if  you  write  today! 
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How  to  place 
your  portfolio 

under  investment 
management 
starting  with 

as  little  as  $5,000 


If  the  money  you  have  today  is  to  grow  in 
the  future  toward  more  income,  or  for  edu- 
cation, travel,  leisure,  retirement,  it  must 
be  kept  working  full  time  to  achieve  your 
investment  goals. 

Yet  you  may  find  that  you  are  actually 
losing  ground  due  to  inflation,  taxes  or  lack 
of  time  for  investment  decisions. 

To  help  solve  this  problem,  clients  in  55 
countries  have  turned  to  The  Danforth 
Associates  Investment  Management  Plan. 
It  has,  we  believe,  proved  especially  effi- 
cient in  providing  continuing  capital  growth 
supervision  for  portfolios  of  from  $5,000 
to  $50,000— on  behalf  of  people  who  recog- 
nize and  can  share  the  risks  and  rewards  of 
common  stock  investments.  The  cost  is 
modest,  as  low  as  $100  per  year. 

For  a  complimentary  copy  of  a  42-page 
report  describing  this  tested  plan,  its  com- 
plete! 0-year  "performance  record," and  how 
it  may  help  you  now,  simply  write  Dept.  k-i? 

THE  Danforth  Associates 

Wellesley  hills,  Mass.,  u.s.a.  ouSi 

Investment  Management    .    Incorporated  1936 
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OVERSEAS  COMMENTARY 

By  George  J.  Henry 


Into  The  Seventies 


To  ATTEMPT  to  make  any  appraisal 
of  the  future,  one  must  first  answer 
the  important  question  of  how  the 
fight  against  inflation  is  faring.  Re- 
strictive monetary  measures  have 
been  with  us  for  some  time.  The 
Federal  Reserve's  policy  of  squeezing 
the  economy  has  been  almost  a  way 
of  life  for  the  last  12  months.  And 
yet  the  economy  has  been  slow  to 
react  to  these  measures.  However,  it 
appears  that  at  last  the  harsh  policy 
can  be  felt.  In  spite  of  a  continued 
increase  in  prices,  industrial  produc- 
tion has  been  slipping.  The  unem- 
ployment rate  has  held,  and  in  fact 
shows  some  signs  of  increasing.  The 
volume  of  retail  sales  is  lagging  be- 
hind last  year's  figures.  Other  signs 
indicate  that  inflationary  pressures 
have  slowed  down,  growth  in  personal 
incomes  is  much  smaller,  and  there 
is  a  tendency  for  corporate  profits  to 
be  under  pressure. 

The  amazing  thing  is  that  it  has 
taken  so  long  for  these  deflationary 
measures  to  begin  to  be  effective.  Un- 
questionably, there  is  a  lag  in  the 
time  element,  and  because  of  this  lag 
we  must  watch  for  danger  points:  Is 
it  possible  that  the  slowdown  in  the 
economy,  so  greatly  desired  for  so 
long,  may  avalanche  into  a  danger- 
ous recession?  In  my  opinion,  this  has 
become  more  than  a  mere  possibility. 
I  have  previously,  in  this  column, 
expressed  the  view  that  our  defla- 
tionary measures  could  indeed  be- 
come dangerous  if  they  should  be 
aggravated  by  the  economic  con- 
sequences of  the  cessation  of  fight- 
ing in  Vietnam,  or  in  a  major  slow- 
down in  fighting. 

Peace  Is  Bullish 

Peace  in  Vietnam  is,  of  course, 
the  most  bullish  thing  that  could 
happen  to  the  stock  market,  to  the 
country  in  general,  and  to  interna- 
tional trade.  Apart  from  the  moral 
uplift  that  would  result  from  a  cessa- 
tion ill  this  most  unpopular  of  all 
wars,  we  would  be  able  to  resume 
a  natural  growth  in  our  economy 
without  being  troubled  by  an  excess 
of  inflationary  pressure.  Today,  the 
dangers  are  very  real  that  our  econ- 
omy may  be  overcorrected  and  head- 
ing toward  too  great  a  slowdown, 
and  that  this  situation  may  well  be 


aggravated  by  what  must  be  con- 
sidered favorable  developments  in  our 
search  for  peace. 

It  cannot,  however,  be  overem- 
phasized that  the  chances  are  that, 
if  we  should  go  into  a  deflationary 
spiral,  the  corrective  measures  would 
be  taken  much  more  promptly  and 
would  be  much  more  effective  than 
was  the  case  in  our  fight  against  in- 
flation. Even  when  taxes  are  increased 
for  a  good  cause,  this  is  not  an  ac- 
tion that  can  win  popular  support. 
Any  politician  is  always  much  more 
ready  to  reduce  taxes  than  to  in- 
crease them.  And  that  holds  for  other 
financial  measures.  Action  to  bring 
about  an  increase  in  prosperity  is  al- 
ways more  palatable  than  action  to 
put  a  lid  on  growth.  So  we  always 
have  the  comforting  feeling  that  we 
can  trust  in  the  good  sense  of  any 
government,  and  even  any  bureauc- 
racy, to  fight  deflation  more  readily 
than  it  fights  inflation. 

All  of  this  seems  to  suggest  that 
we  are  either  at  or  near  the  extreme 
of  monetary  pressures  and  that  we 
can  look  forward  with  some  con- 
fidence to  some  loosening  of  the 
economic  screws.  This  makes  one 
think  that  the  time  has  come  when 
loose  cash  should  be  converted  into 
fixed-interest  securities.  My  own  pref- 
erence is  for  long-term  bonds  with 
low  coupon  rates.  Though  the  current 
yield  on  these  may  not  compare 
favorably  with  issues  with  a  shorter 
maturity  and  bearing  higher  interest 
rates,  the  loosening  of  the  screws 
should  result  in  a  significant  decline 
in  interest  rates.  If  this  decline  is  great 
enough,  bonds  with  large  discounts 
could  show  a  significant  capital  ap- 
preciation over  the  next  few  months. 

Looking  ahead  to  1970,  it  seems  to 
me  that  the  part  of  the  world  that 
should  see  the  largest  economic  growth 
is  in  the  Pacific  area.  Japan  is  enjoy- 
ing an  era  of  prosperity  that  does  not 
seem  to  be  foreshadowed  by  any 
great  danger  of  inflation.  The  Jap- 
anese yen  is  emerging  as  one  of  the 
really  strong  currencies,  and  the  time 
ma>'  not  be  too  far  off  when  Japan 
could  be  considered  as  a  source  for 
capital,  especially  for  the  less  de- 
veloped countries. 

Another  country  where  future  pros- 
pects are  indeed  bright  is  Australia. 
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The  strides  that  have  been  made  in 
the  discovery  of  natural  resources  over 
the  last  tvvo  or  three  years  are  now 
being  duphcated  in  the  field  of  pro- 
duction. An  increasing  prosperity 
^ould  develop  from  these  additional 
riches,  and  an  even  greater  prosperity 
in  the  future  should  be'aided  by  the 
continued  rich  discoveries  of  mineral 
resources. 

In  Europe,  the  picture  is  not  quite 
as  clear.  I  belie\e  France  may  find 
herself  in  some  difficulty,  and  that  the 
recent  devaluation  of  the  franc  may 
prove  to  be  insufiRcient.  On  the  other 
hand,  there  are  real  signs  that  the  sit- 
uation in  England  is  changing  for  the 
better.  The  1967  devaluation  of  ster- 
ling seems  at  last  to  be  showing  some 
real  results  and  Britain  should  be  on 
her  way  to  a  real  recovery. 

Broader  Horizons 

A  factor  of  some  interest  on  the 
world  scene  is  the  Common  Market. 
Perhaps  the  members  of  the  "Com- 
mon Six"  were  spoiled  by  the  out- 
standing, rapid  results  that  were 
seen  during  the  initial  stages  of  their 
economic  integration,  for  they  are  cur- 
rently dissatisfied  with  the  apparent 
plateau  they  have  reached.  This  feel- 
ing of  frustration  may  well  drive  the 
members  toward  newer  and  greater 
horizons,  especially  as  the  stultifying 
influence  of  de  Gaulle  is  no  longer 
present.  It  is  hoped  that  Monsieur 
Pompidou  will  five  up  to  his  promise 
of  showing  a  constructive  attitude  to- 
ward Europe. 

There  are  two  places  where  a  sig- 
nificant change  can  take  place,  and 
it  is  possible  that  both  will  occur. 
First,  enlarging  the  size  of  the  Com- 
munity and,  by  presenting  realistic 
requirements,  allowing  Britain  and 
some  of  the  other  applicants  to 
become  members.  Second,  steps  could 
be  taken  to  achieve  a  greater  degree 
of  cooperation  not  only  in  the  eco- 
nomic field,  but  also  with  political  co- 
operation, achieving  a  greater  degree 
of  unity  in  such  diverse  matters  as  so- 
cial welfare  programs,  antitrust  legis- 
lation, etc.  A  greater  degree  of  growth 
in  the  Common  Market  could  bring 
with  it  an  impetus  for  a  growth  in 
international  trade  in  the  same  way  it 
did  in  the  late  Fifties  and  early  Sixties. 

And,  last  but  not  least,  what  does 
1970  hold  for  the  speculator  in  gold? 
In  my  view,  not  much.  The  coopera- 
tion that  has  been  established  be- 
tween central  banks,  and  the  smooth- 
ness with  which  the  double-tier  system 
of  gold  markets  now  works,  should 
make  monetary  crises  less  and  less  fre- 
quent. The  hysterical  speculation  we 
frequently  witnessed  during  the  last 
few  years  may  well  go  out  with  the 
Sixties.  ■ 
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TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schuiz 


The  Premium  For  Obviousness 


The  two  preceding  columns  outlined 
some  reasons  why  I  believe  technical 
analysis  should  concern  itself  more 
and  more  in  the  years  to  come  with 
the  problem  of  anticipating  new  trends 
in  the  stock  market  at  large,  and  less 
with  the  relatively  simpler  task  of 
recognizing  and  following  trends  al- 
ready under  way. 

Forbes  readers  know  that  I  have 
been  trying  to  cope  with  this  problem 
by  trying  to  alert  them  to  emerging 
changes  in  the  bull  market/bear  mar- 
ket cycle  during  the  past  several  years. 
From  a  conservative  viewpoint,  this 
may  often  have  looked  like  a  very 
speculative  line  of  attack  because  it 
foregoes  the  sense  of  confidence  that 
comes  with  the  ability  to  see  a  trend 
firmly  established. 

One  can  question,  however,  whether 
it  is  really  conservative  to  regard  any 
stock  market  trend  as  fimnly  estab- 
lished at  any  point  during  its  lifetime, 
which,  after  all,  is  always  a  matter  of 
speculation.  One  can  question,  too, 
whether  it  is  worth  paying  the  full 
premium  that  is  always  involved  in 
waiting  for  a  major  stock  market  trend 
to  be  "obvious."  Such  a  situation,  in 
the  eyes  of  most  investors,  usually  is 
not  recognized  until  the  trend  has 
gone  a  long  way  toward  its  final 
destination,  and  this,  in  turn,  rarely 
becomes  unmistakable  before  another 
premium  for  obviousness  must  be  paid. 
Besides,  the  worth  of  these  penalties 
must  be  assessed  in  the  light  of  the 
risks  to  be  avoided,  and  these  risks 
are  not  always  realistically  perceived, 
particularly  in  the  supercharged  cli- 
mate that  tends  to  surround  bear- 
market  lows  and  bull-market  highs. 

The  Penalties  For  Certainty 

Take,  for  example,  the  1962-66  bull 
market,  which  carried  the  Dow-Jones 
industrials  from  535  to  995.  By  con- 
ventional standards,  the  existence  of 
this  bull  market  did  not  become  rec- 
ognizable until  the  Dow  crossed  615 
on  the  way  up,  and  its  demise  could 
not  be  suspected  until  900  was  broken 
on  the  way  down.  Those  who  wanted 
to  be  "absolutely  sure"  probably  had 
to  wait  for  an  upside  breakout  at 
745  and  a  downside  breakout  at  860. 
The  premium   for  getting  aboard  an 
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"obvious"  bull  market  thus  could 
range  from  80  to  210  Dow  points, 
and  the  premium  for  getting  out  of  it, 
from  95  to  135  Dow  points,  leaving 
at  best  285,  and  at  worst  115  points 
to  be  exploited  out  of  a  460-point 
total  advance.  In  retrospect  it  seems 
doubtful  that  the  1962  bear  market 
had  much  chance  of  dropping  another 
80-210  points — although  many  in- 
vestors thought  it  could  at  the  time — 
or  the  1962-66  bull  market  of  rising 
another  95-135  points. 

The  penalties  for  wanting  assur- 
ance from  the  obvious  in  dealing  with 
the  1966-68  bull  market— Dow  745- 
985 — were  relatively  even  more  costly. 
Here  the  standard  "signal"  points 
were,  roughly,  820  on  the  upside  and 
900  on  the  downside,  leaving  only 
80  Dow  points  to  be  exploited  out  of 
a  maximum  possible  240.  Here,  too, 
it  seemed  possible,  but  not  very  likely, 
that  the  1966  bear  market  might  have 
dropped  a  further  75  points  and  that 
the  subsequent  bull  market  might 
have  gained  85  points  more. 

Today,  it  appears  reasonably  clear 
that  many,  perhaps  most,  investors 
will  not  feel  confident  that  the  bear 
market  from  the  December  1968 
highs  (Dow  985)  has  been  reversed 
until  the  Dow  succeeds  in  climbing 
decisively  beyond  the  November  re- 
covery high  at  863.  Whether  any  sub- 
stantial part  of  the  implied  premium 
for  "safety"  above  863  in  the  indus- 
trial average  is  worth  paying  depends 
on  the  answers  to  two  questions:  How 
likely  is  it  that  the  bear  market  really 
ended  last  July?  If  it  did  not  end 
then,  is  it  likely  to  continue  much 
longer  and   much   further? 

As  I  see  it,  there  are  reasons  to 
think  that  for  a  majority  of  stocks  the 
bear  market  did  end  last  July.  At  that 
time,  while  the  Dow  had  fallen  "only" 
about  20%,  the  average  Big  Board 
stock,  to  judge  by  comprehensive  un- 
weighted price  indices,  was  down 
about  30%  from  the  1968  bull-market 
peak.  Despite  current  uncertainties,  it 
seems  reasonable  to  assume  that  this 
drop  overdiscounted  the  possible 
1969-70  shrinkage  in  corporate  after- 
tax profits  and  that  anything  more 
than  a  nominal  further  price  decline 
would  almost  certainly  produce  a 
widely  excessive  discount. 

It's  also  worth  bearing  in  mind  that 


post-World  War  II  bear  markets  have 
bottomed  out  within  a  matter  of 
months  following  the  peak  of  a  bus- 
iness boom.  And  there  is  some  evi- 
dence now  that  the  economy  passed 
a  cyclical  peak  in  late  summer.  More-, 
over,  at  press  time  there  were  some 
first  small  hints  in  the  banking  statis- 
tics suggesting  a  possible  Federal  Re- 
serve move  toward  less  severe  mone- 
tary restraint,  a  contingency  perhaps 
,more  likely  than  any  other  to  dispel 
bear-market  fears. 

Finally,  there  are  indications  that 
the  stock  market's  basic  technical 
structure  was  greatly  strengthened 
during  recent  months  by  a  huge  ac- 
cumulation of  institutional  surplus 
buying  power  and  by  liquidation  from 
private  investors  wishing  to  reduce 
tax  liabilities  and  also  seeking  shelter 
against  possible  resumption  of  the 
bear  market.  The  presence  of  so  much 
money  waiting  on  the  sidelines  to 
move  back  into  common  stocks  has 
in  the  past  tended  to  prevent  bear- 
market  extensions  or  at  least  to  cut 
them  short. 

A   Realistic   View 

All  this,  in  my  opinion,  means  that 
expectations  last  month  of  a  deep  and 
prolonged  bear-market  extension  were 
unrealistic.  If  so,  either  the  bear  mar- 
ket was,  in  fact,  long  finished  or  it 
would  end  soon  at  a  not  much  lower 
level  in  the  over-all  price  movement. 
One  way,  a  new  bull  market  had 
already  begun;  the  other  way,  it 
would  start  during  the  near  term. 
From  this  point  of  view,  a  bearish  in- 
vestment posture  was  essentially  a 
short-term  .speculation  on  lower  prices 
and  one  that  might  be  difficult  to 
bring  oft  profitably  in  practice.  By  the 
same  token,  insistence  on  holding 
suiplus  cash  until  the  new  bull  market 
becomes  recognizable  could  prove  to 
be  quite  uneconomic. 

Even  if  you  fear  that  the  bear  mar- 
ket might  not  yet  be  complete  but 
are  willing  to  concede  that  a  bull  mar- 
ket will  be  on  before  1970  is  out, 
you  must  assume  that  stock  purchases 
made  below  the  "bull-market  recogni- 
tion point"  (Dow  863)  would  stand 
to  be  rewarded  by  substantially 
greater  returns  than  the  annual  yield 
rate  currently  obtainable  on  cash 
equivalents.  So  why  settle  for  a  re- 
duced appreciation  potential  by  hold- 
ing cash  equivalents  until  a  bull  mar- 
ket is  "obvious "  above  Dow  863? 
Remember  that  even  today  cash  can't 
earn  much  more  than,  say,  8%  a  year; 
common  stocks,  which  yield  3.5%  on 
average,  need  appreciate  only  4.5% 
to  match  this  yield;  and  in  a  bull 
market,  the  Dow  will  gain  over  4.5% 
in  much  less  than  a  year.  ■ 
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THE  MARKET  OUTLOOK 

By  Sidney  B.  Lurie 


Guidelines  For  1970 


As  I  REFLECT  on  the  year  just  ended, 
three  Httle-noticed  but  nevertheless 
important  background  considerations 
come  to  mind: 

1)  The  changing-age  complexion 
of  our  population  is  leading  to  mas- 
sive changes  in  demand.  Close  to  5 
million  households  will  be  added  to 
the  free-spending  25-34  age  group 
between  1965  and  1975  against  a 
net  gain  of  533,000  in  the  ten  years 
ended  in  1965.  Equally  important, 
there  has  been  a  major  redistribution 
in  the  nation's  income  since  World 
War  II.  The  proportion  of  families 
with  income  in  excess  of  $10,000  has 
increased  enormously.  Thus,  we're  not 
only  better  educated  than  our  parents 
(over  40%  of  high  school  graduating 
classes  go  on  to  college,  whereas  a 
generation  ago  only  15%  sought  high- 
er education),  we're  richer  too.  Fur- 
theiTTiore,  our  attitudes  are  different 
from  those  of  our  parents — and  atti- 
tudes contribute  to  demand. 

2)  The  subtle  change  in  the  na- 
ture of  our  economy  is  being  dupli- 
cated in  the  stock  market  where  a 
new  supply/demand  equation  has 
come  into  being  as  a  result  of  growing 
institutional  demand  for  common 
stocks.  Furthermore,  there  has  been  a 
major  change  in  attitudes  resulting  in 
increased  portfolio  changes.  A  new  def- 
inition of  long-term  investor  has  come 
into  being,  for  every  portfolio  man- 
ager is  committed  to  maximizing  the 
use  of  his  capital.  And  this  of  course 
spells  a  higher  degree  of  issue  selec- 
tivity and  volatihty  in  the  stock  mar- 
ket than  ever  before. 

3)  It  can  be  more  important  to  be 
right  about  stocks  than  to  be  right 
about  the  stock  market.  For  we 
have  been  and  still  are  living  in  a 
period  where  all  stocks  do  not  move 
in  gear  with  the  averages,  a  period 
where  there  can  be  a  series  of  private 
bull  and  private  bear  markets  within 
the  framework  of  the  averages.  In 
turn,  the  development  of  a  segmented 
stock  market  could  mean  that  we 
have  given  birth  to  a  new  invest- 
ment phenomenon,  namely:  "all- 
weather  investing."  In  other  words, 
given  freedom  from  the  threat  of  a 
major  change  in  the  over-all  environ- 
ment— a  change  that  would  be,  say, 
reminiscent  of  the   1930s — the   huge 
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pools  of  equity-oriented  capital  that 
dominate  the  marketplace  at  times 
will  be  willing  to  look  beyond  current 
uncertainties,  will  be  willing  to  look 
over  an  earnings  valley. 

The  reasons  for  this  new  condition 
— apart  from  the  fact  that  we  thus 
far  have  been  able  to  escape  the  dis- 
mal prediction  of  the  economic  Jere- 
miahs— are  twofold:  First,  the  insti- 
tutional investor  needs  a  lead  time  in 
which  to  establish  or  to  liquidate  a 
position.  As  a  result,  his  purchases 
and  sales  are  in  anticipation  of  a  com- 
ing development  rather  than  in  reflec- 
tion of  the  published  news.  Second,  the 
sophistication  that  is  a  hallmark  of 
today's  marketplace — the  resulting 
private  bull  and  private  bear  markets 
to  which  I  referred  earlier — means 
that  individual  stock  prices  usually  are 
more  in  tune  with  their  specific  funda- 
mentals than  might  be  indicated  by 
the  market  as  a  whole.  This,  too,  is 
something  new. 

The  Known  Dangers 

Where  do  we  stand  today  in  the 
investment  cycle?  What  factor  will 
crystallize  or  negate  these  construc- 
tive background  forces?  It  would  be 
very  easy  for  me  to  say  that  we're 
starting  a  new  decade  with  the  same 
old  problems,  that  the  strains  and  im- 
balances that  have  developed  in  recent 
years  have  reached  climax  propor- 
tions. But  this  in  itself  can  be  a  plus, 
for  we  at  least  know  where  the 
dangers  are.  We  also  know  that  there 
isn't  much  point  in  trying  to  play 
musical  chairs  in  the  stock  market. 
Besides,  having  become  economic  so- 
phisticates, we  know  that  there  has  to 
be  a  lead  time  in  decision  making. 

The  big  question,  however,  is 
whether  this  philosophic  overview 
will  be  more  than  just  a  latent  or 
background  bulwark  to  the  price 
structure.  The  question  is  when  and 
whether  the  institutions  dominating 
the  marketplace  will  institute  a  new 
all-weather  investment  program. 

I  am  not  even  going  to  emphasize 
my  belief  that  a  recession  started  a 
few  months  ago.  Nor  will  I  discuss 
the  negative  implications  of  the  wid- 
est difference  in  history  between  com- 
mon stock  and  bond  yields.  Or  the 
fact  that  speculative  confidence  is 
suffering  from  the  lack  of  a  sense  of 
national    direction.    Bull   markets   re- 
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quire  a  strong  sense  of  forward  mo- 
mentum. The  last-mentioned  nega- 
tives already  are  in  the  price  structure, 
and  it  could  be  fallacious  to  talk 
about  the  risks  of  a  business  slovv- 
dSwn  without  also  weighing  the  con- 
structive aspects.  As  a  matter  of  fact, 
I  think  we  all  can  relax — if  the  con- 
sensus view  of  a  mild  recession  is  cor- 
rect. Past  economic  history  indicates 
that  stock  prices  almost  always  were 
higher  at  the  end  of  a  recession  than 
they  were  at  the  beginning.  In  other 
words,  a  new  bull  market  always  has 
started  long  before  the  recession  has 
ended.  Furthermore,  I  think  a  fairly 
persuasive  case  can  be  made,  under 
the  consensus  view,  to  the  efiFect  that 
the  market  has  fully  discounted  the 
lower  aggregate  earnings  in  prospect 
for  1970. 

Save   Some   Ammunition 

Although  the  Dow-Jones  industrial 
average  has  broken  the  much-dis- 
cussed 800  level  at  which  it  held  dur- 
ing the  summer,  I  don't  think  this  is 
a  harbinger  of  immediate  gloom  and 
doom.  The  basic  complexion  of  the 
market  as  measured  by  the  individual 
prices  of  the  2,.300  stocks  listed  on  the 
New  York  Stock  Exchange  is  entirely 
difiFerent  from  what  it  was  during  the 
summer.  Also,  resistance  levels  are 
a  little  like  the  Maginot  Line  of  World 
War  II;  they're  destined  to  be  pene- 
trated. Market  history  is  full  of  in- 
stances where  penetration  of  a  resis- 
tance level  proved  to  be  the  end 
rather  than  the  beginning  of  a  new 
market  phase. 

Can  you  therefore  be  a  buyer  of 
selected  common  stocks?  I  think  so — 
if  you're  willing  to  accept  the  risk, 
and  if  you're  willing  to  be  flexible. 
For  one  thing,  history  tells  us  that 
each  of  the  five  major  downswings  of 
the  last  20  years  were  followed  by  a 
good  January.  For  another,  we  are 
still  living  in  a  highly  segmented  stock 
market — which  means  that  there  can 
be  important  individual  issue  price 
.changes  in  the  face  of  even  a  flat 
average-wise  environment.  But  don't 
use  up  all  your  ammunition. 

Is  there  anything  that  particularly 
concerns  me?  Yes!  It's  the  consensus 
view  of  a  comfortable  readjustment  in 
the  first  half  of  1970  and  a  sharp  bus- 
iness upturn  in  the  second  half.  This 
is  just  a  httle  too  pat  for  comfort,  a 
little  too  reminiscent  of  past  year-end 
standard  forecasts,  which  were  always 
wrong.  In  other  words,  common  sense 
alone  should  tell  us  that  1970  either 
will  be  a  lot  better — or  a  lot  worse — 
than  today's  popular  view.  When  all 
the  evidence  is  in,  this  will  have  a 
major  bearing  on  the  1970  market 
outlook.  It  isn't  as  yet.  ■ 
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Do  you  know  - 


•    •  that  heart  attack,  the  Nation's  #1  health  enemy,  causes 
almost  600,000  deaths  at  all  ages  annually? 

•  that  most  patients  who  recover  from  heart  attack  return 
to  their  jobs? 

•  that  you  can  reduce  your  risk  of  heart  attack  by  con- 
trolling high  blood  pressure  and  by  following  a  few 
simple  rules  in  your  eating  and  living  habits? 

You  can  learn  more  about  heart  attack  and  other  heart  and 
blood  vessel  diseases  in  interesting  booklets  prepared  by 
medical  experts.  They  are  free,  an  educational  service  made 
possible  by  your  Heart  Fund.  Simply  visit,  write  or  call  your 
local  Heart  Association  office. 
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STOCK  TRENDS 

By  Myron  Simons 


Juliet  Isn't  Dead;  Only  Sleeping 


It  is  no  coincidence  that  the  Nixon 
Administration's  warnings  of  blood, 
sweat  and  tears  in  its  fight  against 
inflation  have  had  their  most  painful 
effects  on  the  seciu-ities  markets.  I 
suspect  it  was  planned  that  way. 
After  all,  stock-market  profits  buy  a 
lot  of  mink  coats,  sports  cars  and  trips 
to  Europe;  losses,  on  the  other  hand, 
can  cause  some  belt-tightening.  And, 
if  the  market  tumbles  enough,  it 
might  even  influence  decisions  about 
plant  expansion.  Besides,  the  stock 
market  is  such  an  easy  target. 

It  is  as  emotional  as  an  adolescent 
lover.  It  falls  crazily  in  love  at  first 
sight  (look  at  the  wild  new  issue  mar- 
ket!) and  gets  morbidly  depressed  at 
the  first  sign  of  a  problem.  (Remem- 
ber that  Romeo  killed  himself  before 
taking  the  trouble  to  find  out  that 
Juliet  was  only  playing  dead.)  The 
market,  like  Romeo,  is  emotional 
and  volatile  and  doesn't  always  wait 
for  the  facts.  In  mid-November,  the 
Nixon  Administration  began  its  offen- 
sive against  optimistic  thinking  on  the 
part  of  business  and  labor.  The  offen- 
sive hasn't  yet  slowed  capital  spend- 
ing but  it  certainly  hit  the  market — 
the  DJI  rapidly  fell  about  70  points. 

Unfortunately  for  the  Administra- 
tion's anti-inflation  fight,  it's  easier  to 
get  at  the  market  than  at  the  economy. 
Business  and  the  stock  market  simply 
do  not  dance  to  the  same  tune.  Of 
course,  they  both  spend  a  great  deal 
of  energy  trying  to  anticipate  the  fu- 
ture, but  not  the  same  future.  In  the 
stock  market,  profits  are  made  when 
the  outlook  improves  over  what  it 
was  when  you  bought  the  shares. 
That  can  happen  relatively  fast — 
stocks  can  double  and  more  in  a 
matter  of  months.  But  the  corporation 
itself  must  plan  years  in  advance.  It 
can't  reverse  itself  every  few  months. 
It  takes  a  long  time  for  a  new  plant 
to  be  built.  So  what  seems  forever  in 
the  stock  market  may  be  only  a  short 
time  in  the  business  world.  What 
scares  the  pants  off  the  market  may 
have  to  be  taken  in  stride  by  the 
corporate  executive. 

This  divergence  of  viewpoints,  this 
difference  in  time  scales,  has  caused 
the  stock  market  to  lose  its  reputation 
as   an   almost  infallible   forecaster  of 
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future  economic  events.  In  1962,  for 
instance,  there  was  some  fear  of  a 
recession  and  dread  that  President 
Kennedy's  attitude  might  be  antibusi- 
ness.  When  he  attacked  the  steel  in- 
dustry for  what  he  considered  an 
inflationary  price  increase,  the  stock 
market  panicked.  But  the  market 
panic  was  an  incorrect  forecast  be- 
cause the  economy  stayed  firm  and 
got  firmer.  The  famous  credit  crunch 
of  1966,  with  its  official  warnings,  ter- 
rified the  market,  too,  but  the  decline 
in  coiporate  earnings  was  much  milder 
than  the  drop  in  the  market. 

The  Real  Vicfim 

Here  we  are  once  again  with  dire 
warnings  from  Washington  and  a 
demoralized  stock  market.  Will  the 
factors  that  demoralized  the  market 
also  cause  a  serious  slowdown  in  busi- 
ness? Will  they  cause  labor  to  stop 
its  inflationary  wage  demands?  Will 
they  slow  the  building  of  new  plants? 
I  doubt  all  these  things.  I  am  afraid 
the  stock  market  may  be  the  only  real 
victim  of  the  Administration  anti- 
inflation  talk  and  action. 

So  what  does  an  investor  do?  He 
remains  cautious,  because  the  panic 
could  get  worse.  But  he  keeps  his 
head,  remembering  that  the  rougher 
the  fight  on  inflation  gets,  the  more 
bargains  there  will  be  and  the  more 
demand  in  the  future.  For  example, 
pollution  control  can  be  delayed  by 
tight  money  and  budgetary  stringency 
but  it  is  vital  to  the  public  welfare, 
and  such  companies  as  Aqua-Chem 
and  Research-Cottrell  should  continue 
to  do  well,  even  in  a  slowing  econ- 
omy, and  should  really  boom  when 
the  slowdown  is  over. 

Tight  money  has  contracted  hous- 
ing to  a  dangerous  point;  here  too, 
the  Government  will  have  to  act 
sooner  or  later.  Thus  lT<bT  (with  its 
Levitt  division)  and  Kaufman  6- 
Broad  should  have  an  exciting  future. 

Market  strategy  now  should  be  to 
look  past  the  immediate  fears  toward 
inevitable  future  developments;  what 
counts  in  the  market  is  not  that  the 
outlook  be  rosy  when  you  buy,  but 
that  it  be  rosy  when  you  want  to 
sell.  When  good  news  comes,  and 
come  it  will,  the  market  can  go  up 
70  points  as  fast  as  it  lost  them.  (Ju- 
liet isn't  dead;  she's  only  sleeping.)  ■ 
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WARRANTS  I 

move  faster  and  further  than  any  other  type  of  g 

security^ — both  up  and  down.  Thus,   in  previous  g 

years.   General  Tire  &   Rubber   Warrants   moved  1 

from  4V2  to  206  and  United  Air  Lines  Warrants  = 

from   4V4    to    126   amid   a    host  of  similar   ei-  = 

Smples,    while   a    MartinMariett?    Warrant  skid-  g 

ed  from   46Vi    to   14%    with   plenty  of  down-  g 

side  company.  Since  the  outstanding  leverage  of  g 

Warrants  is  indisputable,  and  since  the  number  g 

of  actively-trading  Warrants  is  growing  rapidly —  g 

170  currently  that  you  should  know  about — with  g 

more    top-flight    companies    issuing    Warrants;  g 

AMK,  Gulf  &  Western,   Ling-Temco,   Loew's  etc.  g 

— you   should    know    what   Warrants    are,    which  g 

Warrants  trade  in  today's  market,  and  the  basic  g 

rules  for   recognizing   opportunities   in  Warrants  g 

(and  dangers)   when   they  occur.  g 

The  R.H.M.  Warrant  &  Stock  Survey  +   Stocks  | 

Under  10,    is  one  of  the   largest  and   most  re-  g 

spected   investment   services   covering   the   War-  g 

rant  field,  with  more  than  two  decades  of  ser-  g 

vice  to  investors  under  the  editorship  of  Sidney  g 

Fried,  a  name  associated  with  the  Warrants  field  g 

in  every  financial  center  of  the  western   world,  g 

Let  us  tell  you  how  our  service  approaches  devel-  g 

oping  opportunities  in  Warrants,  in  the  general  g 

stock  market,  and  in  "Stocks  Under  10".  There  g 

is  no  obligation,    and   there  is  no  cost  for  this  g 

valuable  information,  yet  it  could  mean  a  great  g 

deal   to  you   in   the   active   markets   ahead.    For  g 

your  free  copy,   send   today  to  Warrants.    Oept.  g 

F415,    R.H.M.   Associates,    220    Fifth    Avenue,  g 

New    York.    N.Y.,    10001.  1 
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consecutive 
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13  Cents  a  Share 

Payable  Dec.  26,  1969 
Record  Date  Dec.  8,  1969 

65  BROADWAY.  NEW  YORK.  N.  Y.  10008 


NATIONAL 

INVESTORS 

CORPORATION 

A  UNION  SERVICE  FUND 
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rd 


consecutive 
dividend 


8  Cents  a  Share 
Payable  Dec.  26,  1969 
Record  Date  Dec.  8,  1969 

65  BROADWAY,  NEW  YORK,  N.  Y.  10006 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  partner 

JohnW.  Schuiz 

minimum  buying  power  $50,000 

ABRAHAM  &CO. 

Members  New  York  Stock  Exchange 


and  other  leading  Exchanges 

120  Broadway,  New  York,  N.  Y.  10005 


THE  FUNDS 


The  S/xt/es:  Performance 
Is  No  Longer  a  Dirty  Word 

A  DECADE  AGO,  cven  the  wildest  opti- 
mists couldn't  have  predicted  the  im- 
pact of  mutual  funds  during  the  Six- 
ties. In  those  days  the  entire  industry 
had  assets  of  only  $16  billion,  about 
eqaal  to  the  investment  funds  man- 
aged by  Chase  Manhattan  Bank  alone 
today.  There  were  only  155  funds  and 
2.1  million  fund  shareholders.  Today 
Chase  Manhattan  and  other  money- 
managing  banks  are  hard-pressed  by 
mutual  fund  competition. 

Today  the  mmiber  of  shareholders 
has  increased  to  5.2  million,  the  num- 
ber of  funds  to  over  500.  Mutual 
funds  manage  over  $50  billion,  a 
threefold  growth — far  more  than  any 
other  group  (see  table,  p.  224). 

That's  impressive  enough.  But  more 
significant  than  its  dollar  growth  was 
the  influence  of  the  industry.  At  the 
beginning  of  the  Sixties,  there  was  lit- 
tle talk  of  performance.  Prudence, 
fiduciary  responsibility,  these  were  the 
common  terms.  A  few  people  specu- 
lated in  stocks.  Many  more  invested 
in  them.  Mutual  funds  were  among 
the  latter.  By  spreading  the  risk  and 
hiring  good  management,  the  individ- 
ual could  invest  in  a  growing  economy 
with  relative  safety.  In  those  days  most 
.small  investors  put  most  of  their  mon- 
ey in  savings  accounts  or  life  insur- 
ance policies  and,  maybe,  bought  a 
few  blue  chips  with  the  remainder. 
Quite  naturally,  few  bothered  to  cal- 
culate how  well  their  investments  did 
relative  to  the  stock  market. 

Show  Offs 

Mutilal  funds,  in  contrast,  were 
highly  visible.  It  was  easy  to  calculate 
their  appreciation.  In  the  early  Six- 
ties it  became  clear  that  funds  like 
Dreyfus  and  Fidelity  Trend  were  reg- 
ularly outpacing  the  market  averages. 
Salesmen  began  stressing  appreciation 
and  new  money  moved  into  the 
well-managed  aggressive  funds.  Other 
funds  such  as  Channing  Growth, 
Security  Equity  and  Oppenheimer 
started  aiming  for  rapid  appreciation. 
By  the  mid-Sixties  performance  had 
arrived.  The  turning  point  was  when 
Gerald  Tsai  left  Fidelity  to  start  his 
Manhattan  Fund  and  got  an  initial 
subscription  of  about  $250  million. 

There  was  a  bad  side  to  this.  Indi- 
vidual stocks  such  as  Xerox  or  Con- 
trol Data  or  Fairchild  Camera  and  In- 
"strument  would  rise  sharply,  then 
be  battered  for  30-point  losses  in  a 
matter  of  days  as  the  performance 
funds  unloaded  on  the  slightest  un- 
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the 
grocery  list 

for  traders 

If  it  reads  a  little  like  your 
wife's  shopping  list — don't  worry. 
That's  where  the  similarity  ends. 
Sure  you'll  find  these  items  on  the 
supermarket  shelves,  but  it's  be- 
fore they  get  there  that  should  be 
of  interest  to  you. 

Because  long  before  your  wife 
buys  them,  even  before  they  are 
processed  and  packaged,  other 
people  will  buy  them.  Sell  them. 
And  trade  them. 

The  prices  fluctuate.  What  is  a 
good  price  in  January  may  be  a 
poor  price  in  February.  Or  it  may 
be  a  better  one. 

The  pace  is  fast.  The  risk  is 
there.  And  so  are  the  profits. 

Interested?  We  have  a  booklet 
that  explains  our  Trading  Philoso- 
phy. It's  yours  for  the  asking. 

THE  SIEGEL  TRADING  CaiNC 

100 N.LaSalle St. •Chicago,  III. 60602 

(312)236-6789 

Members  of  leading  commodity  exchanges 

OFFICES  IN  MAJOR  CITIES 


Please  send  me 

□  "Trading  Techniques 

for  the  Commodity  Speculator" 
n  Your  Weekly  Commodity  Letter 
—  4  Weeks  Free 


Name 

Address- 
City 


-State. 


-Home- 


-Zip- 


Phone:  Bus 

□  I  have  D  have  not  Traded  Commodities. 
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T.  ROWE  PRICE 
GROWTH  STOCK 
FUND,  INC. 

.  1950 

A  NO-LOAD  FUND 

Investing  in  stocks 

carefully  selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

NO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


T.  Rowe  Price  Growth  Stock  Fund,  Inc. 
One  Charles  Center.  Dept.  B 
Baltimore,  Md,  21201 


Name- 


.  Zip . 


I 
I 
I 
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ARE  NO-LOAD 
FUNDS  A  BARGAIN? 

Of  380  mutual  funds  surveyed,  71  charge  no  sales 
commission,  while  the  rest  make  a  sales  charge  of 
1%  to  8.85%.  From  the  standpoint  of  getting 
your  dollar's  worth,  FundScope  compares  BUYING 
COST  (sales  commission)  with  PERFORMANCE 
RESULTS  and  comes  up  with  some  very  significant 
information.  It  shows  that  for  our  latest  tabulated 
12  month  period,  among  the  TOP  10%,  7  are  No- 
Load  funds.  For  the  latest  5  year  period,  13  of 
the  TOP  10%  are  Load  funds  and  6  are  No-Load 
funds.  FUNDSCOPE  NAMES  THESE  FUNDS.  In  addi- 
tion, you'll  see  exactly  how  the  5  top  No-Load 
funds  compare  with  the  5  top  Load  funds  in  10 
year  growth  performance  results ...  and  how  the 
"Go-Go"  performance  No-Load  funds  compare  with 
"Go-Go"  Load  funds. 

Packed  with  factual  data,  FundScope's  exclu- 
sive report  reveals  which  No-Load  funds  are  a 
"bargain"  and  which  are  expensive.  Learn  how  to 
avoid  "hidden  costs"  and  make  a  purchase  of 
mutual  funds  a  bargain  ...  not  false  economy. 
SPECIAL  OFFER:  Send  just  $14  for  a  3-month  trial 
subscription  to  FundScope  beginning  with  the  big 
January  No-Load  vs  Load  fund  issue.  PLUS -3  big 
bonuses  including  the  308  page  1969  Mutual  Fund 
Guide. 

ACT  NOW:  Mail  your  $14  today,  or  if  you  prefer 
the  above  offer  with  a  full  14-monfh  subscription, 
send  $45.00  (10  day  returnable  guarantee). 
Include  ZIP. 

FundScope,  Dept  F-99,  Suite  700 

1900  Avenue  of  the  Stars, 

Los  Angeles,  Cal  90067 
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favorable  news.  But  what  was  good 
was  that  perfomiance  didn't  stay 
limited  to  the  relatively  small  fund  in- 
dustry. "It  began  in  the  mutual  fund 
industry,"  says  James  C.  Bogle,  chair- 
man of  the  Investment  Company  In- 
stitute as  well  as  president  of  the 
Welhngton  Management  Co.,  "but  it 
e.xpanded  outward  to  individual  in- 
vestors, to  banks,  to  pension  funds. 
The  Sixties  was  the  decade  of  the  per- 
fomnance  revolution." 

For  a  long  time  Forbes  was  very 
much  on  the  firing  line.  Starting  in 
1955  it  began  publishing  an  annual 
sui^vey  of  mutual  fund  management 
performance.  At  first  we  were  vilified 
by  many  fund  men  on  the  grounds 
that  this  kind  of  information  would 
only  confuse  investors.  As  time  went 
on,  the  Forbes  surveys  came  to  be 
welcomed  by  responsible  mutual  fund 
men  because  they  emphasized  long- 
terni  performance.  They  did  not  focus 
on  short-term  results. 

But  as  the  concept  of  performance 
spread,  along  came  fund  managers  like 
Fred  Carr  (Enterprise  Fund),  David 
Meid  (Winfield  Growth  Fund)  and 
William  J.  O'Neil  (O'Neil  Fund). 
With  everyone  else  investing  in  stocks 
like  IBM  and  Polaroid,  they  turned 
to  tiny  unproved  companies.  This  co- 
incided with  a  rising  new-issue  boom 
and  an  extremely  speculative  turn  in 
investor  psychology.  As  a  result,  they 
looked  great  in  1967  and  1968.  All 
three  were  up  more  than  100%  in  1967. 
But  in  1969  they  were  all  down  more 
than  25%,  twice  the  decline  of  the 
S&P's  500  average.  Today,  O'Neil  is 
reprogramming  his  computer,  Meid  is 
in  trouble  with  the  Securities  &  Ex- 
change Commission  and  Carr  has 
left  Enterprise  Fund. 

Learning  the   Hard   Way 

A  disaster  for  the  mutual  fund  in- 
dustry? Not  at  all.  Unfortunately,  it 
has  been  an  expensive  lesson  for  a  lot 
of  investors  who  thought  that  mutual 
funds  were  an  easy  way  to  get  rich 
quick.  But  the  shakeout  is  for  the 
good.  It  reminds  investors  that  mutual 
funds  were  intended  for  investment, 
not  speculation. 

Look  at  it  this  way:  The  odds  are 
increasingly  stacked  against  the  small 


investor.  He  has  no  access  to  the  in- 
depth  research  turned  out  by  Wall 
Street  analysts.  Brokerage  houses  are 
turning  away  the  small  investor  or  set- 
ting up  commission  structures  that 
penalize  salesmen  for  taking  small 
orders.  The  individual  who  does  buy 
-his  own  stocks,  even  in  big  companies 
like  Control  Data  or  Time  or  Chrysler, 
can  be  mouse-trapped  when  large 
blbcks  are  suddenly  dumped  by  big 
institutions  before  he  can  react.  All 
this  will  persuade  many  more  small  in- 
•  vestors  that  their  best  bet  lies  with 
mutual  funds. 

There  will  be  plenty  of  people  try- 
ing to  convince  him.  There  are  now 
over  150  life  insurance  companies  with 
mutual  fund  operations  under  way  or 
in  the  planning  stage.  So  far  their 
fund  sales  have  been  small.  But  with 
over  420,000  life  insurance  salesmen 
in  the  U.S.,  the  life  insurance  industry 
will  certainly  be  a  major  force  by  the 
end  of  the  decade. 

Brokers  too  are  increasingly  moving 
their  customers  into  mutual  funds.  The 
largest  firm,  Merrill  Lynch  Pierce 
Fenner  &  Smith,  started  selling  mu- 
tual funds  earlier  this  year.  It  may 
already  be  the  single  largest  seller  of 
fund  shares.  And  how  much  will  fund 
sales  increase  if  American  Express 
starts  selling  its  funds  to  its  credit 
card  holders  or  Sears,  Roebuck  uses 
its  vast  retail  network  to  sell  a  fund? 

Assuming  the  market  grows  6%  an- 
nually and  fund  sales  grow  6%  annual- 
ly, by  the  end  of  the  Seventies  fund 
assets  could  total  around  $150  billion. 
There  will  probably  still  be  a  number 
of  small  speculative  funds.  But  with 
large  institutions  dominating  the  mu- 
tual fund  business,  there  should  be 
less  wild  risk-taking. 

But  there  will  be  performance  fig- 
ures. There  will  be  comparisons.  "If 
you  can  manage  money  effectively, 
the  world  will  beat  a  path  to  your 
doorstep,"  says  Bogle. 

In  other  words,  the  day  is  gone 
forever  when  the  biggest  funds  were 
more  sales-minded  than  money-man- 
agement-minded. The  public  is  now 
demanding  performance.  But  at  the 
same  time,  it  is  also  learning  the 
difference  between  real  performance 
and  rank  speculation. 


Gaining  Speed 

Muiual  funds  still  hold  less  of  the 
petir)g    institutions.    But    they    are 

individual  savings  dollar  than  corn- 
growing    at    a    much    faster    rate. 

1959 
(billions) 

1968 
(billions) 

Average  Annual 
Growtli  Rate 

Mutual  funds                                $15.8 
Life  insurance  reserves                    82.0 
Pension  fund  reserves                      82.1 
Government  and  corporate  bonds    107.3 
Bank  deposits  and  currency            219.2 

$52.7 
120.0 
202.7 
149.7 
470.4 

14.30/0 

4.3 
10.6 

3.8 

8.9 

Data:  Federal  Reserve  Board 
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Blue-Cnip  Blues 

GRO^^•TH  IxDLSTBY  Shares  is  a  mu- 
tual fund  with  these  fine  stocks  as 
its  five  biggest  investments:  IBM, 
Minnesota  Mining,  Federated  De- 
partment Stores,  Texas  Instruments 
and  Sears,  Roebuck.  The  fund  has 
other  important  in\estments  in  Amer- 
ican Hospital  Supply,  Merck,  East- 
man Kodak  and  Avon  Products. 

You  would  e.xpect,  then,  that  GIS 
— while  not  keeping  up  with  the  go- 
gos  perhaps — could  be  doing  pretty 
well  long-term.  But  GIS'  record  is 
poor.  Forbes  latest  fund  ratings  (Aug. 
15)  gave  it  a  below-average  C  in 
both  up  and  down  markets. 

The  poor  performance  was  not  lost 
on  investors.  The  fund  had  more  re- 
demptions of  old  shares  than  sales  of 
new  shares  in  the  last  two  fiscal  years 
ended  Sept.  30).  Assets  are  up  just 
•>  1%  in  the  last  four  years. 

In  November  shareholders  ap- 
proved a  new  investment  adviser, 
Chicago's  William  Blair  &  Co.,  which 
manages  some  $200  million  in  private 
accounts,  and  the  fund  became  a  no- 
load.  The  fund's  81-year-old  founder, 
Harland  H.  Allen,  had  resigned  last 
Mimmer. 

How  did  GIS  go  wrong  with  all 
those  solid  growth  stocks?  For  one 
thing,  it  was  spread  too  thin.  "Seventy 
stocks  is  too  large  a  number  for  a 
hind  with  $45  million  in  assets,"  says 
Hrierly  W.  Anderson,  37,  the  ex-Blair 
portfolio  manager  who  now  runs  GIS. 

IBM   Wrong? 

"The  fund  hasn't  been  the  first 
place  investment  bankers  will  call 
with  a  new  idea,"  Anderson  goes  on. 
The  rate  of  turnover  has  been  8%  to 
12%  a  year  and  the  brokerage  it  had 
to  pass  out  wasn't  very  great.  Timing 
was  another  of  the  problems.  Just 
take  IBM.  It  had  a  high  of  about 
160  in  1961;  it  didn't  break  through 
that  high  materially  until  1966.  Min- 
nesota Mining  hit  a  high  of  80-some- 
thing  back  in  1960.  Now  it's  110,  but 
that's   nine   years   later. " 

•  Anderson  wants  to  trade  some  of 
those  blue  chips  for  smaller  com- 
panies. "It's  a  lot  easier  for  a  company 
that's  $200  milhon  in  sales  to  double 
than  it  is  for  a  company  that's  got 
$5  billion.  For  that  reason,  Control 
Data  is  a  much  better  buy  for  the 
fong  run  than  IBM." 

But  Anderson  won't  load  up  with 
speculations  looking  for  a  swift  turn- 
around. "I  don't  want  hot  money.  One 
thing  you  have  to  keep  in  mind,  being 
under  40,  is  that  everybody  isn't 
interested  in  performance.  There  still 
are  people  who  are  saving  and  don't 
want  volatiUty."  But  neither  will  they 
settle  for  subpar  performances.  ■ 


dividend  notice 


MIDDLE  SOUTH  UTILITIES,  INC. 

The  Board  of  Directors  has  this  day  declared  a  dividend  of  2Ai 
per  share  on  the  Common  Stocl<,  an  Increase  of  2i  per  share, 
payable  January  2,  1970,  to  stockholders  of  record  at  the  close  of 
business  December  12,  1969. 


December  5,  1969 


ANNEM.  FITZGERALD 
Secretary 


THE  MIDDLE  SOUTH  UTILITIES  SYSTEM 

Arkansas  Power  &  Light  Company      Mississippi  Power  &  Light  Company 
Louisiana  Power  &  Light  Company     New  Orleans  Public   Service    Inc. 


AFFLUENTS 

FORBES  was  first  measured  by  the  Simmons  Study  in 
1964. 

Our  readers  median  household  income  that  year  was 
$9,631-50%  greater  than  the  U.S.  median. 

It's  five  years  later,  and  Simmons  finds  that  FORBES' 
median  household  income  is  now  $14,060— up  46%. 

Now  we're  80%  above  the  national  median. 

That's  FORBES  for  you. 


New  NO-LOAD  Mutual  Fund 

ROWE  PRICE 
NEW  ERA 
FUND,  INC 

Objective:  Capital  Appreciation.  The 

Fund  will  seek  capital  growth  in  any 
industry  but  it  believes  opportunities 
are  especially  promising  in  companies 
engaged  in:  Real  Estate  •  Natural 
Resources  Development  •  Scientific 
and  Technological  Research  and 
Development  •  Consumer  Services 

NO  SALES  CHARGE 

Mail  coupon  for  free  prospectus 


Rowe  Price  New  Era  Fund,  Inc. 

One  Charles  Center,  Dept.  C 

Baltimore,  Maryland  21201  (301)  539-1992 


Name_ 


Address. 
City 


_State_ 


Zip  Code- 


NO  SALES  CHARGE 

NO  REDEMPTION  CHARGE 

100 /<>  of  your  money  is 
invested  for  growth  possibilities 
in  the  broad  field  of  ENERGY 

•  nuclear  power  •  electronics 

•  data  processing  •  oil 

•  aerospace 

•  communications,  etc. 
only  $100  initial  investment. 


SELF-EMPLOYED  RETIREMENT  PUNS 

ENERGY  FUND  is  a  qualified 
investment  under  Keogh  Act. 


MODEL  CORPORATE 
PROFIT  SHARING  PUN 

available.  Approved  and  cleared 
by  Internal  Revenue  Service. 


I 

I 
I 
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RALPH  E.  SAMUEL  &  CO.,  Distributor 

Members  N.Y.  Stocl<  Exchange 

55  Broad  St.,  New  York  10004  Dept.  F 

(212)  344-5300 

Please  send  me  the  Free  prospectus 

and  literature  on  ENERGY  FUND. 


NAME 

ADDRESS. 


ZIP I 
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industry  .^i^ 

Shares, 

inc. 


Since  1945 


A  MUTUAL  FUND 

INVESTING  IN 

GROWING  COMPANIES 


A  NO-LOAD 
FUND 

Offered  and  Redeemed 
at  Net  Asset  Value 


Mail  coupon  below  for  copy  of  prospectus. 


Growth  IndustryShares, Inc., RoomlOlS        | 
6  N.  Michigan  Ave.,  Chicago,  III.  60602        ■ 

I 
I 
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Name 


City 


State 


ZIP 


Dividend 

on  I 

common  ! 

shares  ! 

The  Board  of  Direc-       [ 
tors  of  Columbus  and       j 
Southern  Ohio  Electric       i 
Company,  on  Decern-       j 
her  4,  1969,  declared  a       | 
dividend    of   forty-four 
cents    (440)    per  share       i 
on    the   outstanding 
Common  Shares  of  the 
Corporation,    payable 
on  January  9,  1970  to 
shareholders  of  record 
at  the  close  of  business 
on  December  24,  1969. 
G.  C.  SHAFER, 
Secretary 

COLUMBUS  AND  SOUTHERN 
OHIO  ELECTRIC  COMPANY 


«. 


m. 


m' 


CANADIAN  PACIFIC 
RAILWAY  COMPANY 

DIVIDEND  NOTICE 

At  a  Meeting  of  the  Board  of  Direc- 
tors held  today,  a  final  dividend  of 
One  Dollar  and  Sixty  Cents  per  share 
on  the  Ordinary  Capital  Stock  was 
declared  in  respect  of  the  year  1969, 
of  which  a  total  of  Ninety  cents  per 
share  is  the  proceeds  of  dividends 
comprising  Eighty  cents  per  share 
from  Canadian  Pacific  Investments 
Limited,  and  Ten  cents  per  share  from 
Canadian  Pacific  Air  Lines,  Limited, 
payable  in  Canadian  funds  on  January 
22,  1970,  to  Shareholders  of  record  as 
at  the  close  of  business  on  December 
19,1969. 

By  order  of  the  Board. 

T.  F.  TURNER, 
Secretary. 

Montreal,  December  8, 1969. 


READERS  SAY 


(Continued  from  page  22) 

I-* 
ing  in  0"  or  "one  of  the  periods  of  a 
centttry  divided  in  ten  parts  each  begin- 
ning with  a  year  ending  in  1."  So,  you 
pay  your  money  and  you  take  your 
choice — -Ed. 

A  Fashion  Note 

Sir:  You  have  always  advocated  enter- 
prise, ingenuity,  forward  thinking  and 
original  ideas  in  your  magazine.  Yet, 
when  the  fashion  industry  in  the  men's 
area  starts  to  create  new  thinking  and 
new  fashion,  you  ridicule  them  (Fact 
6-  Comment,  Nov.  15).  Men's  fashions 
today  are  more  exciting  than  women's 
and  one  idea  happens  to  be  very  wide 
neckties.  They  were  never  intended  to 
be  a  joke,  look  very  well  on  and  have 
created  and  stimulated  tremendous  ac- 
tivity in  the  necktie  business. 

— Lawrence  L.  Shutzer 
Lawrence,    Mass. 

No  Trade 

Sir:  The  author's  reference  to  an 
abrupt  ending  of  his  interview  with  Sam 
Stayman  (The  Money  Men,  Dec.  15, 
p.  59)  because  of  a  bridge  appointment 
may  have  led  the  reader  to  the  unwar- 
ranted inference  that  Sam  subordinates 
his  function  as  a  managing  partner  of 
Strand  to  his  bridge  interests.  I  can  at- 
test to  Sam's  spending  long  hours  seek- 
ing to  attain  the  same  degree  of  excel- 
lence as  a  money  manager  as  he  has 
achieved  as  a  bridge  player.  Furthermore, 
the  author's  mathematics  relating  to 
Sam's  past  activities  imply  that  Sam  grad- 
uated from  Dartmouth's  Amos  Tuck 
School  before  he  was  17  years  old.  Such 
an  implication  is  perhaps  flattering  to 
Sam,  but  simply  not  the  case. 

I  am  not  personally  familiar  with  Joe 
Pepitone.  Consequently,  my  ignorance 
precludes  my  judging  the  merit  of  your 
author's  likening  Sam  to  Mr.  Pepitone. 
However,  I  have  read  that  the  Yankees 
recently  traded  Mr.  Pepitone.  I  can 
assure  you  that  we  at  Strand  wouldn't 
trade  Sam  Stayman  for  any  money  man- 
ager existent. 

— Walter    H.    Weil 

General  Partner, 

Strand  &  Co. 

New  York,  N.Y. 

Penn  Central  Is  Faster 

Sir:  The  Dec.  15  issue  of  Forbes  car- 
ried a  very  interesting  article,  entitled  "Ja- 
pan's Computer  Industry — Wait  Till 
1980."  However,  all  of  us  at  Penn  Central 
were  surprised  to  read  the  caption  under 
a  photo  on  page  37,  which  relates  to  tlie 
story.  The  caption  reads  as  follows: 

"Yes,  Sir:  You  can't  do  this  on  a 
U.S.  railroad;  you  can  on  Japan's 
new  Tokaido  Line.  Ask  for  a  reser- 
vation, and  this  man,  with  the  help 


of  a  computer  made  in  Japan,  can 
tell  you  in  30  seconds  whether  a  seat 
is  available.  .  .  ." 
Our  surprise  and  shock  comes  from  the 
fact  that  on  Aug.  12,  1969,  Penn  Central 
announced  and  placed  in  service  a  new 
computerized    reservation    and    ticketing 
operation  for  Metroliner  passengers  that, 
takes  only  20  seconds.  According  to  your 
caption,   the   Japanese   operator   requires 
30  seconds.  Penn  Central's  computerized 
systeln  checks  availability  and  prints  the 
ticket  in  approximately  20  seconds. 

— William  A.  Lashley 

Vice   President, 

Penn  Central 

New   York,    N.Y. 

For  the  Family  Trade? 

Sir:  I  was  shocked  to  read  in  Forbes 
"Trends  &  Tangents"  (Dec.  15)  the  state- 
ment "The  Zanucks  .  .  .  are  turning  to 
sex  and  smut,"  basing  this  conclusion  on 
an  as  yet  uncompleted  film,  Beyond  the 
Valley  of  the  Dolls.  This  is  an  unfair, 
inaccurate  statement  against  this  corpo- 
ration and  the  Zanucks  personally.  The 
producer  and  director  of  Beyond  the 
Valley  of  the  Dolls,  Russ  Meyer,  while 
identified  with  adult  films  in  the  past,  is 
undertaking  his  first  film  for  a  major 
motion  picture  studio  and  this  represents 
a  departure  for  him  in  both  scope  and  con- 
tent. Most  importantly,  your  writer  makes 
no  mention  of  the  large  investment  this 
corporation  made  in  Hello  Dolly  which 
is  designed  for  all  audiences.  Surely  you 
must  realize  that  investment  in  films  of 
this  type  far  outweighs  investment  in 
more  specialized  product.  You  might  as 
well  criticize  Random  House  (owned 
by  RCA)  for  publishing  Portnoy's  Com- 
plaint and  Little  Brown  &  Co.  (owned 
by  Time,  Inc.)  for  publishing  Myra 
Breckinridge.  Yes,  we  are  producing  the 
film  versions  of  those  books,  too. 

— David  Brown 

Executive  Vice  President, 

Twentieth  Century-Fox  Film  Corp. 

New  York,  N.Y. 

One  of  a  Kind 

Sir:  In  your  Dec.  1  "Side  Lines" 
column  you  state  that  "$1,000  invested  at 
a  1959  price  would  be  worth  around 
$50,000  today"  in  Xerox.  True  the  price 
is  50  times  today  what  it  was  in  1959. 
What  about  little  things  like  three  stock 
splits  giving  a  slightly  higher  result  of 
$3  million. 

Interesting  that  you  should  print  this 
comment  as  an  example,  since  this  is 
exactly  what  I  invested  in  March   1959. 

— P. A.   Lewis 

Marketing  Analyst. 

RCA  Corp. 

Washington,    D.C. 

Forbes  stands  by  its  $50,000  figure. 
A  $1,000  investment  in  Xerox  in  1Q59 
would  have  bought  8  shares  which  ad- 
justed for  3-for-l,  4-for-l  and  5-for-l 
splits  would  bring  a  return  of  $50,000.  If 
reader  Lewis  has  realized  $3  million,  he 
is  the  only  one — Ed. 
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Abbott  Labs 

145 

258 

181 

116 

Associated  Dry  Goods 

232 

247 

212 

206 

ACF  Industries 

214 

423 

274 

194 

Atlantic  Richfield 

« 

102 

56 

151 

Acme  Markets 

514 

498 

491 

208 

A-T-0  Inc 

1 

451 

8 

99 

Addressograph-Multigraph 

181 
523 

225 
462 

221 
136 

92 
165,  201 

Avco 

150 

250 

323 

96, 140 

Admiral 

Avnet 

15 

58 

114 

165 

Aetna  Life  &  Casualty 

514 

518 

541 

140 

Avon  Products 

2 

81 

53 

116,209 

Air  Reduction 

361 

472 

520 

85 

Babcock  &  Wilcox 

402 

545 

518 

194 

Albertsons 

86 

456 

381 

208 

Baltimore  Gas  &  Electric 

277 

262 

451 

110 

Alcan  Aluminium 

375 

220 

395 

137 

Bangor  Punta 

s= 

494 

294 

99 

Alcoa 

381 

106 

306 

137 

BankAmerica 

244 

194 

281 

140 

Alexanders 

a 

20 

" 

206 

Bankers  Trust 

294 

331 

355 

140 

Allegheny  Ludlum 

318 

424 

521 

528 

360 
551 

133 
85 

Beatrice  Foods 

172 

185 

184 

122 

Allied  Chemical 

Beech  Aircraft 

177 

534 

201 

170 

Allied  Stores 

430 

385 

339 

206 

Bell  &  Howell 

326 

71 

118 

201 

Allied  Supermarkets 

450 

546 

399 

208 

Bemis 

432 

128 

159 

189 

Allis-Chalmers 

542 

553 

259 

96, 191 

Bendix 

368 

181 

174 

96, 170 

Amerada  Hess 

• 

215 

* 

151 

Beneficial  Finance 

105 

315 

371 

140,  209 

American  Airlines 

168 

527 

235 

179 

Bethlehem  Steel 

462 

377 

455 

133 

American  Bakeries 

528 

553 

536 

122 

Black  &  Decker 

76 

126 

77 

165 

American  Brands 

238 

323 

312 

116 

Boeing 
Bohack 

208 
546 

538 

404 
303 

170 

American  Broadcasting 

376 

265 

342 

201 

208 

American  Can 

341 

337 

335 

189 

Boise  Cascade 

289 

55 

46 

157, 189 

American  Cyanamid 

215 

435 

453 

85, 116 

Borden 

437 

493 

437 

122 

Amer  Electric  Power 

266 

322 

513 

110 

Borg-Warner 
Bormans 

408 
88 

403 
438 

307 
477 

99, 191 

American  Enka 

198 

157 

247 

85 

208 

American  Express 

410 

19 

25 

140 

Braniff  Airways 

107 

124 

95 

179 

American  General 

330 

36 

343 

140 

Bristol  Myers 

31 

121 

131 

116 

Amer  Home  Products 

19 

186 

133 

116 

Broadway-Hale 
Brown  Shoe 

314 

140 

227 
226 

237 
309 

206 

Amer  Hospital  Supply 

151 

52 

29 

116 

121 

Amer  Machine  &  Fdry 

195 

230 

340 

99,  201 

Brunswick 

535 

* 

134 

99,  201 

Amer  Metal  Climax 

117 

289 

299 

137 

Budd 

530' 

232 

291 

191, 194 

American  Motors 

548 

548 

4^6 

191 

Bunker-Ramo 

« 

* 

:;: 

165 

American  National 

500 

469 

552 

140 

Burlington  Inds 

235 

299 

266 

121 

American  Natural  Gas 

365 

402 

497 

110 

Burroughs 

144 

24 

4 

92 

American  Smelting 

87 

117 

169 

137 

C  &  0/B  &  0  RR 

522 

481 

463 

180 

American  Standard 

508 

499 

206 

157 

Campbell  Soup 

259 

375 

406 

122 

American  Sugar 

390 

486 

278 

122 

Campbell  Taggart 

207 

335 

332 

122 

Amer  Tel  &  Tel 

433 

388 

472 

110 

Cannon  Mills 

408 

447 

443 

121 

AMK 

* 

27 

27 

99, 122 

Carborundum 

368 

267 

229 

194 

AMP 

26 

29 

38 

165 

Carnation 

171 

79 

85 

122 

Ampex 

255 

162 

76 

165 

Carrier 

305 

163 

30 

194 

Amsted  Industries 

391 

457 

441 

194 

Case,  J 1 

370 

553 

430 

191 

Anaconda 

447 

161 

317 

137 

Castle  &  Cooke 

484 

274 

65 

122 

Anderson  Clayton 

531 

488 

198 

209 

Caterpillar 

65 

357 

363 

191 

Anheuser-Busch 

164 

102 

22 

122 

Celanese 

259 

367 

460 

85 

ARA  Services 

120 

110 

55 

209 

Central  &  Southwest 

315 

326 

458 

110 

Archer-Daniels-Midland 

538 

354 

189 

122 

Central  Soya 

343 

353 

184 

122 

Arden-Mayfair 

490 
52 

543 
351 

506 
377 

208 
206 

Cerro 

256 

346 

398 

137 

Arlans  Dept  Stores 

Cessna  Aircraft 

63 

115 

218 

170 

Armco  Steel 

414 

415 

440 

133 

Champion  Spark  Plug 

43 

214 

239 

191 

Armour  &  Co 

494 

444 

394 

122 

Chase  Manhattan 

331 

278 

349 

140 

Armstrong  Cork 

307 

487 

311 

157 

Chemetron 

329 

507 

354 

85 

Ashland  Oil  &  Ref 

126 

274 

255 

151 

Chemical  Bank 

350 

298 

392 

140 
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Chicago  Bridge  &  Iron 

332 

164 

105 

157 

110 

Chicago  Mil  St  Paul 

547 

553 

509 

180 

Diamond  International 

155 

283 

319 

189 

Chrysler 

219 

506 

548 

191 

Diamond  Shamrock 

364 

439 

472 

85 

Chubb 

511 

295 

423 

140 

DiGeorgio 

482 

290 

197 

122,  209 

Cincinnati  Milling 

177 

92 

135 

194 

Dillingham 

* 

138 

17 

99 

CIT  Financial 

244 

390 

320 

140 

Distillers  Corp 

464 

286 

179 

122 

Cities  Service 

371 

413 

348 

151 

Donnelley,  R  R 

272 

382 

307 

201 

City  Investing 

175 

507 

4 
104 

20 
381 

99 

206 

Dow  Chemical 

193 

228 

413 

85 

City  Stores 

Dravo 

419 

196 

231 

194 

Clark  Equipment 

114 

167 

225 

191 

Dresser  Industries 

179 

129 

215 

151, 194 

Cluett  Peabody 

231 

299 

193 

121 

Duke  Power 

313 

330 

420 

110 

CNA  Financial 

458 

47 

-.■ 

140 

Dun  &  Bradstreet 

47 

279 

154 

201 

Coastal  States  Gas 

30 

197 

75 

110 

Du  Pont,  E 1 

109 

464 

561 

85 

Coca-Cola 

20 

125 

102 

122 

Eagle-Picher  Ind 

246 

74 

94 

194 

Colgate-Palmolive 

298 

236 

225 

116 

Eastern  Air  Lines 

103 

553 

459 

179 

Collins  Radio 

345 

219 

117 

165, 170 

Eastern  Gas  &  Fuel 

136 

246 

128 

151 

Colonial  Stores 

264 

341 

390 

208 

Eastman  Kodak 

21 

80 

109 

85,  201 

Colt  Industries 

* 

30 

96 

99 

Eaton  Yale  &  Towne 

146 

232 

141 

191 

Columbia  Broadcasting 

80 

409 

258 

201 

El  Paso  Natural  Gas 

435 

418 

445 

110 

Columbia  Gas 

366 

304 

445 

110 

ELTRA 

325 

95 

137 

191,99 

Columbia  Pictures 

441 

118 

70 

201 

Emerson  Electric 

59 

92 

63 

165 

Combustion  Engineering 

253 

201 

123 

194 

Engelhard  Min  &  Chem 

100 

83 

13 

137 

Commonwealth  Edison 

302 

378 

499 

110 

Essex  International 

46 

63 

68 

137 

Comsat 

544 

* 

337 

110 

Ethyl 

35 

305 

490 

85 

Cone  Mills 

525 

536 

497 

121 

Evans  Products 

233 

213 

145 

157, 189 

Conill 

334 

297 

383 

140 

ExCell-0 

187 

296 

304 

194 

Connecticut  General 

456 

166 

245 

140 

Fairchild  Camera 

452 

553 

26 

165 

Consolidated  Edison 

468 

423 

555 

110 

Fairchild  Hiller 

279 

217 

179 

170 

Consolidated  Foods 

156 

90 

198 

122 

Fairmont  Foods 

463 

522 

475 

122 

Consol  Freightways 

28 

67 

58 

180 

Fedders 

143 

21 

10 

165 

Consol  Natural  Gas 

451 

427 

488 

110 

Federal-Mogul 

285 

515 

548 

191 

Consumers  Power 

398 

422 

506 

110 

Federal  Natl  Mortgage 

* 

320 

* 

140 

Continental  Airlines 

73 

549 

122 

179 

Federated  Dept  Stores 

165 

332 

334 

206 

Continental  Can 

242 

152 

99 

189 

Firestone  Tire 

296 

217 

305 

191 

Continental  Corp 

* 

60 

s;: 

140 

First  Chicago  Corp 

411 

273 

355 

140 

Continental  Oil 

361 

314 

508 

151 

First  Natl  City 

321 

269 

328 

140 

Continental  Telephone 

116 

141 

322 

110 

First  Natl  Stores 

549 

540 

481 

208 

Control  Data 

* 

405 

107 

92, 140 

Fisher  Foods 

70 

* 

7 

208 

Cook  United 

38 

68 

69 

208 

Fleming 

127 

291 

366 

209 

Corning  Glass 

79 

263 

246 

165 

Flintkote 

503 

510 

345 

157 

CPC  International 

163 

455 

530 

122 

Florida  Power  &  Light 

333 

321 

532 

110 

Crane 

499 

242 

132 

157 

Fluor 

33 

22 

41 

194 

Crocker  National 

290 

294 

418 

140 

FMC 

135 

252 

463 

96 

Crowell  Collier  &  Macm 

323 

170 

74 

201 

Food  Fair  Stores 

412 

347 

380 

208 

Crown  Cork  &  Seal 

115 

91 

100 

189 

Ford  Motor 

304 

460 

461 

191 

Crown  Zellerbach 

373 

360 

392 

189 

Foremost  McKesson 

161 

156 

* 

122,  209 

Crum  &  Forster 

363 

281 

209 

140 

Foster  Wheeler 

479 

6 

139 

194 

Cudahy 

489 

* 

292 

122 

Franklin  Life  Ins 

340 

397 

553 

140 

Cummins  Engine 

236 

371 

408 

191 

Fruehauf 

308 

434 

250 

191 

Curtiss-Wright 

511 

148 

221 

170 

Faqua  Industries 

» 

49 

9 

99 

Cyprus  Mines 

227 

50 

87 

137 

GAC 

82 

120 

72 

140 

Dan  River  Mills 

497 

541 

540 

121 

GAF 

490 

382 

562 

99 

Dana 

158 

316 

344 

191 

Gamble-Skogmo 

485 

417 

546 

206 

Dart  Industries 

186 

305 

128 

99 

General  Amer  Trans 

309 

431 

411 

194 

Dayco 

104 

195 

98 

191 

General  Cable 

50 

503 

453 

137 

Dayton-Hudson 

124 

41 

« 

206 

General  Cigar 

476 

366 

563 

116 

Deere  &  Co 

416 

491 

385 

191 

General  Dynamics 

183 

547 

480 

170 

Del  Monte 

336 

405 

368 

122 

General  Electric 

140 

391 

425 

92, 96, 165 

Delta  Air  Lines 

18 

64 

52 

179 

General  Foods 

119 

393 

357 

122 
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General  Instrument 

396 

478 

86 

165 

IntI  Harvester 

483 

509 

503 

96,  191 

General  Mills 

170 

193 

211 

122 

IntI  Milling 

498 

397 

301 

122 

General  Motors 

48 

468 

483 

191 

IntI  Minerals  &Chem 

466 

553 

556 

85 

General  Public  Utilities 

371 

440 

531 

110 

IntI  Nickel 

133 

454 

261 

137 

General  Tel  &  Elec 

230 

318 

437 

110 

International  Paper 

428 

283 

293 

189 

General  Tire 

267 

485 

383 

96, 

191 

IntI  Tel  &  Tel 

328 

143 

141 

96 

Genesco 

251 

276 

387 

121, 

209 

Interstate  Dept  Stores 

191 

260 

272 

206 

Georgia-Pacific 

219 

149 

/9 

189, 

157 

Investors  Div  Services 

100 

394 

491 

140 

Getty  Oil 

404 

207 

149 

151 

Iowa  Beef  Packers 

42 

136 

167 

122 

Giant  Food 

189 

139 

39 

208 

l-T-E  Imperial 

82 

* 

165 

Gillette 

6 

265 

187 

116 

Jefferson  Pilot 

477 

399 

554 

140 

Gimbel  Brothers 

252 

177 

151 

206 

Jewel  Companies 

223 

264 

269 

208 

Glen  Alden 

431 

532 

520 

99 

Jim  Walter 

290 

114 

36 

157 

Goodrich,  B  F 

423 

375 

449 

191 

Johns  Manville 

358 

261 

286 

157 

Goodyear  Tire 

246 

206 

253 

191 

Johnson  &  Johnson 

154 

70 

35 

116 

Gould  Inc 

455 

288 

325 

165 

Jonathan  Logan 

13 

108 

108 

121 

Govt  Employees  Ins 

55 

136 

205 

140 

Jones  &  Laughlin 

513 

542 

550 

133 

Grace,  W  R 

417 

514 

559 

85, 

99 

Joy  Mfg. 

296 

313 

191 

194 

Grand  Union 

339 

258 

267 

208 

Kaiser  Aluminum 

322 

152 

286 

137 

Grant,  W  T 

110 

167 

62 

206 

Kaiser  Industries 

470 

3 

80 

93 

Great  A  &  P  Tea 

473 

490 

496 

208 

Kaiser  Steel 

215 

147 

24 

133 

Great  Northern  Ry 

537 

489 

495 

180 

Kayser-Roth 

212 

280 

247 

121 

Great  Western  United 

« 

5 

37 

122 

Kellogg 

39 

311 

391 

122 

Greyhound 

62 

432 

468 

180 

Kelsey-Hayes 

405 

132 

148 

191 

Grinnell 

276 

343 

140 

194 

Kennecott  Copper 

275 

73 

219 

137 

Grolier 

217 

333 

205 

201 

Kerr-McGee 

199 

307 

33 

151 

Grumman 

53 

187 

214 

170 

Kidde  Walter 

218 

23 

40 

99 

Gulf  &  Western 

69 

25 

123 

99 

Kimberly-Clark 

424 

372 

263 

116, 189 

Gulf  Oil 

250 

209 

362 

151 

Kinney  Natl  Service 

* 

38 

42 

99 

Halliburton 

89 

113 

60 

151 

Koppers 

480 

145 

233 

96 

Hammermill  Paper 

374 

303 

220 

189 

Kraftco 

268 

367 

388 

122 

Harris  Intertype 

213 

140 

92 

194 

Kresge  S  S 

205 

28 

12 

206 

Harsco 

113 

337 

330 

194 

Kroger 

253 

311 

409 

208 

Hart  Schaffner  Marx 

158 

100 

106 

121, 

209 

Lear  Siegler 

223 

56 

56 

155 

Hartford  Fire  ins 

516 

122 

148 

140 

Leasco  Data  Processing 

11 

1 

140 

Havatampa  Cigar 

486 

463 

493 

116 

Libbey-Owens-Ford 

196 

476 

478 

157,191 

Heinz,  H  J 

405 

237 

172 

122 

Libby  McNeil  &  Libby 

543 

553 

503 

122 

Hercules 

157 

359 

489' 

85 

Liggett  &  Myers 

492 

466 

438 

116 

Hershey  Foods 

148 

531 

515 

122 

Lilly  Eli 

44 

59 

50 

116 

Heublein 

4 

89 

44 

122 

Lincoln  National 

454 

329 

416 

140 

Hewlett-Packard 

64 

53 

31 

165 

Ling-Temco-Vought 

71 

154 

82 

96 

Hiltcn  Hotels 

422 

18 

5 

201 

Litton  Industries 

40 

98 

208 

96 

Hiram  Walker 

228 

253 

217 

122 

Lockheed  Aircraft 

132 

529 

557 

170 

Holiday  Inns 

75 

6 

201 

Loews  Theatres 

130 

7 

2 

99 

Honeywell 

209 

240 

278 

92, 

165 

Lone  Star  Cement 

459 

453 

282 

157 

Hoower  Co 

257 

381 

375 

165 

Long  Island  Lighting 

288 

340 

518 

110 

Hormel,  GeoA 

382 

464 

175 

122 

Louisville  &  Nashville 

529 

384 

359 

180 

Household  Finance 

167 

210 

164 

140, 

209 

Lowenstein,  M 

510 

105 

271 

121 

Howard  Johnson 

173 

362 

337 

201 

Lucky  Stores 

10 

26 

34 

208 

Hygrade  Food 

541 

539 

278 

122 

Lykes-Youngstown 

:;= 

535 

247 

133 

Illinois  Central 

* 

85 

157 

180 

MacDonald,  EF 

5 

123 

168 

209 

INA 

533 

325 

484 

140 

Macy,  R  H 

261 

97 

210 

206 

Indian  Head 

57 

77 

216 

121 

Magnavox 

8 

46 

93 

165,  201 

Ingersoll-Rand 

72 

317 

363 

194 

Malone  &  Hyde 

95 

48 

90 

209 

Inland  Steel 

442 

505 

527 

133 

Marathon  Oil 

258 

221 

333 

151 

Inmont 

153 

127 

310 

85 

Marcor 

533 

76 

260 

189,  206 

Interco 

312 

43' 

161 

121, 

209 

Marine  Midland 

249 

191 

327 

140 

Interlake  Steel 

495 

446 

429 

133 

Marriott 

94 

44 

15 

201 

IntI  Business  Machines 

56 

78 

159 

92 

Marshall  Field 

310 

309 

345 

206 
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Martin  Marietta 

315 

224 

345 

99 

Occidental  Petroleum 

93 

8 

61 

151 

Massey-Ferguson 

440 

513 

526 

191 

Ogden 

194 

99 

182 

99 

Mattel 

111 

51 

16 

201 

Olin 

379 

448 

428 

99' 

May  Dept  Stores 

400 
293 

523 
134 

558 
112 

206 
122 

Otis  Elevator 

341 

502 

321 

157 

Mayer,  Oscar 

Outboard  Marine 

^234 

87 

189 

201 

MCA  Inc 

415 

550 

500 

201 

Owens-Corning 

392 

360 

186 

157 

McDonnell  Douglas 

182 

33 

188 

170 

Owens-Illinois 

295 

272 

284 

189 

McGraw-Edison 

.204 

292 

221 

165 

Pabst  Brewing 

176 

96 

66 

122 

McGraw-Hill 

61 

287 

194 

201 

Pacific  Car  &  Fdiy 

37 

145 

240 

194 

McLouth  Steel 

521 

551 

529 

133 

Pacific  Gas  &  Electric 

360 

301 

386 

110 

Mead  Corp 

468 

420 

402 

189 

Pacific  Lighting 

448 

426 

448 

110 

Melville  Shoe 

12 

35 

11 

121,  209 

Pan  Amer  World  Airways 

200 

552 

405 

179 

Mercantile  Stores 

225 

130 

143 

206 

Panhandle  Eastern 

90 

350 

444 

110 

Merck 

16 

116 

104 

116 

Parke  Davis 

262 

520 

298 

116 

Metro-Goldwyn-Mayer 

443 

553 

207 

201 

Penn  Central 

545 

524 

462 

180 

Metromedia 

148 

517 

365 

201 

Penney,  J  C 

83 

207 

213 

206 

Mfrs  Hanover  Trust 

338 

171 

163 

140 

Pennwalt 

367 

437 

427 

85 

Middle  South  Utilities 

399 

271 

407 

110 

Pennzoil  United 

* 

s;: 

* 

151 

Midland-Ross 

386 

421 

238 

99 

Peoples  Gas 

298 

308 

501 

110 

Minnesota  Mining  &  Mfg 

49 

198 

126 

96 

PepsiCo 

57 

198 

162 

122 

Missouri  Pacific 

526 

501 

417 

180 

Pet  Inc 

474 

172 

369 

122 

Mobil  Oil 

395 

244 

370 

151 

Pfizer,  Chas 

92 

277 

119 

116 

Monsanto 

359 

458 

560 

85 

Phelps  Dodge 

192 

176 

230 

137 

Moore 

96 

150 

88 

92 

Philadelphia  Electric 

353 

436 

515 

110 

Morgan,  J  P 

380 

255 

318 

140 

Philip  Morris 

106 

62 

64 

116 

Morrison-Knudsen 

517 

518 

484 

157 

Phillips  Petroleum 

436 

484 

409 

151 

Motorola 

125 

253 

125 

165,  201 

Pillsbuiy 

356 

245 

204 

122 

Murphy,  G  C 

465 

373 

294 

206 

Pitney-Bowes 

139 

324 

121 

92 

National  Airlines 

25 

159 

177 

179 

Pittston 

263 

221 

59 

151 

National  Biscuit 

120 

419 

396 

122 

Polaroid 

14 

31 

14 

201 

National  Can 

210 

57 

32 

189 

Porter,  H  K 

518 

533 

436 

194 

National  Cash  Register 

424 

349 

120 

92 

Potlatch  Forests 

496 

54 

165 

189 

National  Distillers 

429 

391 

242 

99, 122 

PPG  Industries 

467 

440 

349 

96, 157 

National  Gypsum 

505 

480 

298 

157 

Procter  &  Gamble 

112 

203 

244 

116 

National  Industries 

* 

* 

288 

99 

Provident 

354 

204 

539 

140 

National  Lead 

173 

479 

478 

96 

Public  Service  Electric 

271 

339 

527 

110 

National  Service 

59 

155 

231 

99 

Pueblo  Supermarkets 

23 

42 

67 

208 

National  Steel 

392 

474 

434 

133 

Pullman 

403 

256 

315 

194 

National  Tea 

488 

473 

463 

208 

Purex 

138 

228 

413 

116 

New  England  Electric 

439 

370 

456 

110 

Quaker  Oats 

280 

212 

127 

122 

New  York  Times 

75 

14 

* 

201 

Ralston  Purina 

197 

159 

192 

122 

Newberry,  J  J 

502 

10 

275 

206 

Rapid-American 

7 

12 

84 

209 

Niagara  Mohawk  Power 

387 

471 

533 

110 

Rath  Packing 

551 

« 

512 

122 

NLT 

461 

257 

434 

140 

Raytheon  Co 

248 

45 

47 

165, 170 

Northern  Natural  Gas 

384 

328 

466 

110 

RCA 

66 

143 

276      92 

!,  165, 201 

Norfolk  &  Western 

480 

474 

545 

180 

Reliance  Electric 

129 

66 

97 

165 

Norris  Industries 

24 

13 

91 

170 

Republic  Steel 

460 

470 

431 

133 

North  Amer  Phillips 

337 

387 

170 

165 

Revere  Copper 

287 

401 

340 

137 

North  Amer  Rockwell 

292 

526 

524 

170 

Revlon  Inc 

91 

210 

103 

116 

Northeast  Airlines 

551 

566 

171 

179 

Reynolds  Metals 

456 

380 

413 

137 

Northeast  Utilities 

354 

363 

424 

110 

Reynolds  Tobacco 

98 

411 

297 

116 

Northern  Illinois  Gas 

281 

396 

544 

110 

Richardson-Merrell 

168 

190 

130 

116 

Northern  Pacific 

540 

511 

467 

180 

Rockwell  Mfg 

236 

452 

290 

194 

Northern  States  Power 

277 

410 

541 

110 

Rohm  &  Haas 

285 

448 

522 

85 

Northrop  Corp 

242 

94 

156 

170 

Rohr 

142 

39 

116 

170 

Northwest  Airlines 

32 

189 

150 

179 

Safeco 

378 

235 

313 

140 

Northwest  Industries 

4 

537 

494 

99, 180 

Safeway  Stores 

201 

425 

482 

208 

Norton 

475 

483 

470 

194 

Santa  Fe  Inds 

527 

495 

471 

180 

Norton  Simon 

* 

101 

» 

122 

Schlitz  Brewing 

348 

175 

54 

122 

'Not  ranked. 
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Sfhlumberger 

282 

119 

51 

151,165 

Thriftimart 

389 

477 

525 

208 

SCM 

438 

34 

185 

92,99 

Thrifty  Drug 

151 

400 

400 

209 

SCOA  Industries 

334 

201 

89 

121 

Time  Inc 

118 

525 

442 

201 

Scot  Lad  Foods 

84 

135 

101 

209 

Times  Mirror 

146 

112 

138 

201 

Scott  Paper 

315 

433 

361 

116, 189 

Timken  Roller 

160 

504 

487 

191 

Scovill 

352 

84 

83 

137 

Trans  World  Airlines 

239 

544 

547 

179 

Seaboard  Coast  Line 

539 

* 

450 

180 

Transamerica 

413 

367 

269 

96, 140 

Sears  Roebuck 

183 

268 

353 

140,  206 

Transcon  Gas  Pipeline 

123 

180 

397 

110 

Security  Pacific 

303 

183 

338 

140 

Travelers 

509 

467 

403 

140 

Servomation 

68 

158 

235 

209 

TRW 

77 

107 

78 

96 

Shell  Oil 

226 

344 

438 

151 

Twentieth  Century-Fox 

357 

553 

202 

201 

Shenwin  Williams 

420 

461 

326 

157 

U  S  Industries 

51 

2 

23 

99 

Signal  Companies 

445 

365 

445 

99, 151 

U  S  Shoe 

108 

293 

366 

121 

Singer  Co 

346 

407 

357 

99 

U  S  Steel 

505 

482 

502 

133 

Smith,  A  0 

453 

69 

178 

191 

UAL  Inc 

274 

445 

351 

179 

Smith  Kline  &  French 

11 

450 

509 

116 

Union  Camp 

306 

251 

158 

189 

Southern  Cal  Edison 

400 

408 

432 

110 

Union  Carbide 

268 

497 

543 

85,96 

Southern  Co 

417 

334 

457 

110 

Union  Electric 

298 

429 

535 

110 

Southern  Pacific 

520 

427 

422 

180 

Union  Oil  of  Calif 

318 

165 

351 

151 

Southern  Railway 

519 

301 

451 

180 

Union  Pacific 

503 

386 

373 

180 

Southern  Natural  Gas 

166 

184 

251 

110 

Uniroyal 

383 

151 

243 

191 

Southland 

74 

72 

152 

208 

United  Aircraft 

272 

248 

377 

170 

Spartans  Inds 

323 

491 

252 

206 

United  Fruit 

449 

15 

122 

Sperry  Rand 

327 

40 

49 

92,99 

United  Merchants  &  Mfrs 

384 

188 

324 

121,  209 

Sperry  &  Hutchinson 

17 

108 

45 

209 

United  Utilities 

240 

319 

421 

110 

Springs  Mills 

536 

530 

C: 

121 

Universal  Leaf  Tobacco 

301 

355 

228 

209 

Squibb  Beech-Nut 

219 

341 

l: 

122 

Universal  Oil 

265 

378 

316 

194 

St  Paul  Companies 

478 

130 

289 

140 

Upjohn 

128 

416 

371 

116 

St  Regis  Paper 

486 

285 

254 

189 

U  S  Fidelity 

501 

86 

227 

140 

Staley  Mfg 

446 

412 

273 

122 

U  S  Freight 

78 

270 

267 

180 

Standard  Brands 

188 

282 

264 

122 

U  S  Gypsum 

470 

516 

432 

157 

Standard  Oil  (Cal) 

311 

364 

476 

151 

USM 

493 

309 

257 

194 

Standard  Oil  (Ind) 

424 

191 

314 

151 

U  S  Plywood-Champion 

377 

230 

200 

189 

Standard  Oil  (N  J) 

270 

388 

504 

151 

Virginia  Electric 

318 

352 

537 

110 

Standard  Oil  (Ohio) 

203 

205 

110 

151 

Vons  Grocery 

210 

496 

400 

208 

Stauffer  Chemical 

240 

374 

419 

85 

Vornado 

137 

442 

153 

206 

Sterling  Drug 

27 

223 

114 

116 

Walgreen 

190 

177 

154 

206 

Stevens,  J  P 

443 

356 

389" 

121 

Ward  Foods 

180 

553 

21 

122 

Stokeley-Van  Camp 

472 

459 

195 

122 

Warner-Lambert 

41 

182 

113 

116 

Stop  &  Shop 

283 

242 

299 

208 

Wells  Fargo 

387 

239 

331 

140 

Studebaker-Worthington 

122 

1 

240 

99 

West  Point-Pepperell 

394 

500 

472 

121 

Sun  Oil 

351 

169 

265 

151 

Western  Air  Lines 

222 

553 

522 

179 

Sunbeam 

433 

512 

513 

165 

Western  Bancorp 

347 

179 

329 

140 

Sundstrand 

161 

37 

70 

194 

Western  Union 

523 

414 

196 

110 

Super  Food  Services 

349 

:S 

73 

209 

Westinghouse  Electric 

344 

142 

234 

96, 165 

Super-Valu  Stores 

97 

395 

509 

208 

Westvaco 

421 

241 

277 

189 

Supermarkets  General 

34 

132 

261 

208 

Weyerhaeuser 

229 

111 

145 

157, 189 

Swift 

532 

508 

376 

122 

Wheeling-Pittsburgh 

550 

553 

468 

133 

Sybron 

:» 

238 

146 

165 

Whiripool 

54 

249 

166 

165 

Tecumseh  Products 

66 

173 

173 

194 

White  Consolidated 

22 

5 

18 

99 

Teledyne 

102 

9 

19 

99, 165 

White  Motor 

205 

403 

287 

191 

Tenneco 

284 

216 

374 

99, 110 

Whittaker 

17 

3 

99 

Texaco 

130 

336 

515 

151 

Wickes 

99 

327 

176 

157,  209 

Texas  Eastern  Trans 

183 

198 

283 

110 

Winn-Dixie 

45 

348 

426 

208 

Texas  Gas  Transmission 

358 

379 

110 

Woolworth,  F  W 

397 

429 

224 

206 

Texas  Gulf  Sulphur 

36 

16 

256 

137 

Xerox 

3 

32 

48 

92 

Texas  Instruments 

134 

234  ■ 

81 

165 

Zaie 

85 

61 

43 

206 

Texas  Utilities 

202 

345 

411 

110 

Zayre 

9 

65 

28 

206 

Textron 

81 

87 

110 

96 

Zenith  Radio 

29 

174 

302 

165,  201 

'Not  ranked. 

FORBES,  JANUARY  1,  1970 


231 


Forbes 
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G  Indicated  below  are  those  general  advertisers  who  will  make  their  area  developnnent,  annual  reports 
or  other  additional  information  available  to  Forbes  readers  as  stated  in  their  advertisements  on  the  paQes 
noted.  Just  fill  in  the  insert  card  provided  on  the  following  page  and  return  it  to  Forbes  for  distribution  to 
the  companies  involved. 


ACF    INDUSTRIES    106-107 

Agency:   Ketchum,    MacLeod    & 
Grove,    Inc. 

A-T-0   INC 83 

Agency:   D'Arcy  Advertising  Connpany 

ABRAHAM    &    COMPANY    223 

Agency:  Albert  Frank-Guenther  Law, 
Inc. 
n    ALAMEDA    COUNTY    NEW 

INDUSTRIES     COMMITTEE     183 

Agency:   Pettier  &   Hannaford,   Inc. 

THE   AMERICAN    APPRAISAL 

COMPANY      59 

Agency:  Tlie   Cramer-Krasselt   Co. 
AMERICAN    GAS   ASSOCIATION,    INC.   117 

Agency:  Ketchum,   MacLeod   & 
Grove,    Inc. 
AMERICAN    TELEPHONE    & 
TELEGRAPH     CO 135 

Agency:  N.  W.  Ayer  &  Son   Incor- 
porated 
THE    AUSTIN    COMPANY    24 

Agency:  Fuller  &  Smith  &  Ross  Inc. 
AVCO     CORPORATION     23 

Agency:   Pritchard  Wood  Associates, 
Inc. 

BABSON'S   REPORTS 

INCORPORATED     220 

Agency:   Kenneth    T.   Vincent   Co. 

BANK   OF  AMERICA    52 

Agency:   D'Arcy  Advertising  Company 

BANKERS    TRUST    COMPANY    40-41 

Agency:   Doyle  Dane  Bernbach   Inc. 
n    BAYPORT    INDUSTRIAL 

DEVELOPMENT    77 

Agency:  Weekley  and  Valenti,  Inc. 
Advertising 

BEECH   AIRCRAFT  CORPORATION    ..    108 

Agency:  Bruce  B.  Brewer  Company, 
Inc. 

D    THE    BENDIX    CORPORATION     136 

Agency:   Mac  Manus,  John  & 
Adams,    Inc. 

BETHLEHEM    STEEL    CORPORATION     188 

Agency:  Van    Brunt    &    Company 
BOISE    CASCADE    CORPORATION     ..    105 

Agency:   Dancer-Fitzgerald-Sample, 

Inc. 
BROAD    STREET     INVESTING 
CORPORATION      223 

Agency:   Doremus    &   Company 
CNA    FINANCIAL    CORPORATION    130-131 

Agency:   Post-Keyes-Gardner    Inc. 

D   CALIFORNIA  COMPUTER    PRODUCTS, 

INC 100-101 

Agency:  Carson/Roberts/ Inc. 

CANADIAN   PACIFIC   RAILWAY 

COMPANY     226 

Agency:  McKim/ Benton  &  Bowles,  Ltd. 

n    CHEVWAY    CORPORATION     21 

Agency:  Wunderman,    Ricotta   & 
Kline,    Inc. 

CLARK    EQUIPMENT   COMPANY    164 

Agency:   Marsteller    Inc. 

COCA-COLA    USA     10 

Agency:  McCann-Erickson,   Inc. 

COLUMBIA    PICTURES    INDUSTRIES, 
INC 233 

Agency:  Albert  Frank-Guenther 
Law,    Inc. 
COLUMBUS    AND    SOUTHERN    OHIO 
ELECTRIC     COMPANY     226 

Agency:  Nicholas  Popa  &  Associates 
CRANE     CO 118-119 

Agency:   Doremus   &   Company 
THE   DANFORTH    ASSOCIATES    214 

Agency;  Wunderman,    Ricotta   & 
Kline,    Inc. 

DETROIT    DIESEL    ENGINE    DIVISION 
GENERAL     MOTORS     CORPORATION       84 

Agency:   Mac    Manus,  John   & 

Adams,    Inc. 
DILLON,  READ  &  CO.  INC 233 

Agency:   Doremus    &    Company 

n    EATON   YALE  &  TOWNE    INC 27 

Agency:  Meldrum  and   Fewsmith   Inc. 


ENERGY    FUND    INCORPORATED     ..    225 

Agency:  The   Leo   Baron  Agency 
Inc.    Advertising 
ENGELHARD    MINERALS    & 
CHEMICALS     CORPORATION      14 

Agency:   Keyes,    Martin   &  Company 

D    EX-CELL-0     CORPORATION      97 

Agency:  Campbell-Ewald  Company 

a    FIDELITY     FEDERAL    SAVINGS       & 

LOAN    ASSOCIATION     222 

Agency:  The    Perrett    Company 
FIRST  NATIONAL  CITY  BANK     Back  Cover 

Agency:   Batten,  Barton,  Durstine  & 
Osborn,    Inc. 

FIRST    NATIONAL    STATE    BANK 

OF    NEW    JERSEY    169 

Agency:  Williams   and   London 
Advertising 

THE    FLEISCHMANN    DISTILLING 

CORPORATION 

("BLACK  &  WHITE"  SCOTCH 

WHISKEY)     30 

Agency:  Ted  Bates  &  Company 
Advertising 

THE    FLINTKOTE    COMPANY     197 

Agency:   Ketchum,    MacLeod   & 
Grove,    Inc. 

D    FRUEHAUF     CORPORATION      78-79 

Agency:  W.  B.  Doner  and  Company, 
Advertising 

FUNDSCOPE     224 

Agency;   Doremus  &  Company,    Ltd. 

D   GATES  AVIATION  CORPORATION    ...        7 

Agency:  Carson/ Roberts/I nc. 

GENERAL  DYNAMICS 

CORPORATION     16-17 

Agency:  Young   &    Rubicam,    Inc. 
D   THE    GENERAL    FIREPROOFING 

COMPANY      113 

Agency:   Ketchum,    MacLeod   & 
Grove,    Inc. 
GENERAL    TELEPHONE    & 

ELECTRONICS   CORPORATION    207 

Agency;  Doyle  Dane  Bernbach  Inc. 

O   THE   GOODYEAR  TIRE  & 

RUBBER  COMPANY    186-187 

Agency:   Young   &    Rubicam,    Inc. 
GOULD    INC Ill 

Agency:   Robert  Vogele,    Inc. 

GREAT  SOUTHWEST  CORPORATION.         8 

Agency:  Westcliff    Advertising 
GROWTH     INDUSTRY    SHARES,    INC.    226 

Agency:   Hoffman-York,    Inc. 

HAWKER   SIDDELEY 

INTERNATIONAL    INC 15 

Agency:  Sapan    Baer   Plyer   Lehman 
Inc.    Advertising 

D    HUGHES    TOOL    COMPANY     50-51 

Agency:   Foote,   Cone  &   Belding 

I    &   0    PUBLISHING    COMPANY    203 

Agency:   Richard    R.    Evans   Adver- 
tising,   Inc. 

IDEAL    BASIC    INDUSTRIES,    INC.    .  .    129 

Agency:   Hull-Mefford,    Inc. 

Q    INGERSOLL-RAND    COMPANY     ..     174-175 

Agency:   Marsteller    Inc. 

INTERNATIONAL    BUSINESS 

MACHINES    CORP 162-163 

Agency;   Ogiivy   &    Mather    Inc. 

INTERNATIONAL    TELEPHONE    AND 

TELEGRAPH     CORPORATION      200 

Agency;   Needham,  Harper  &  Steers, 
Inc.,    Advertising 

INVESTORS     RESEARCH     COMPANY     214 

Agency;   Palmer,  Larson  &  Bateman, 
Inc. 

THE  JOHNSTON   MUTUAL  FUND  INC.  222 

Agency;   Pace  Advertising  Agency, 
Inc. 
n    KAMPGROUNDS  OF  AMERICA,  INC...    233 

Agency:  West    Advertising    Agency 

r    KENTUCKY,    STATE    OF— 
INDUSTRIAL    DEVELOPMENT 

DIVISION     149 

Agency:   Farson   &   Huff   Advertising 
Agency 


D    KOPPERS    COMPANY,    INC 132 

Agency:   Batten,    Barton,    Durstine 
&  Osborn,   Inc. 

LIGGETT  &  MYERS  INC.— 

LARK    CIGARETTES     115 

Agency:  J.  Walter  Thompson  Com- 
pany 
LINCOLN-MERCURY    DIVISION 
FORD   MOTOR  COMPANY    ....    3rd   Cover 

Agency:   Kenyon    &    Eckhardt    Inc., 
Advertising 
LOEB,    RHOADES    &    CO 212 

Agency:   Doremus    &    Company 

THE     MAGNAVOX    COMPANY     150 

Agency;   Kenyon    &    Eckhardt    Inc., 
Advertising 

MARATHON    OIL    COMPANY    103 

Agency:   Hill    and    Knowlton,    Inc. 

MERRILL  LYNCH,   PIERCE,   FENNER    

&    SMITH    INC 171 

Agency;   Foote,  Cone  &  Belding,  Inc. 

THE   MIDDLE  SOUTH   UTILITIES 

SYSTEM    225 

Agency:  Cranford/Johnson  & 
Associates 
D    MILWAUKEE.    CITY    OF. 
DIVISION  OF  ECONOMIC 

DEVELOPMENT    20 

Agency;  Grabin-Shaw    Advertising, 
Inc. 
O    MINNESOTA,  STATE  OF— 

DEPARTMENT    OF    ECONOMIC 

DEVELOPMENT    166 

Agency:  The   Erie   Savage  Company 

MONFORT    OF    COLORADO     22 

Agency:  Wolff   &    Weir 

D    NATIONAL   CAN    CORPORATION    167 

Agency;   Press    Relations 
NATIONAL    DISTILLERS    AND 

CHEMICAL     CORPORATION      42 

Agency:   Doremus    &    Company 

NATIONAL  INVESTORS 

CORPORATION      223 

Agency;   Doremus    &    Company 

D    NATIONAL     LEAD    COMPANY     176 

Agency:  The    Marschalk   Company, 
Inc. 
NORFOLK   &  WESTERN    RAILWAY    ..    195 
Agency;  Gaynor  &   Ducas,    Inc. 
Advertising 
D    NORTH   AMERICAN   CAR 

CORPORATION     70 

Agency:   Draper    Daniels,    Inc. 

D    NORTH    AMERICAN     ROCKWELL 

CORPORATION      141 

Agency:  Campbell-Ewald  Company 
NORTHERN     PACIFIC     RAILWAY 

COMPANY      123 

Agency:   Batten,    Barton,    Durstine 
&  Osborn,  Inc. 

O    PATHWAY    PRODUCTS 

CORPORATION     11 

Agency;  Grant,  Wright  &  Baker,  Inc. 

PONTIAC    MOTOR    DIVISION 

GENERAL    MOTORS 

CORPORATION    142-143 

Agency:   Mac    Manus,  John   & 
Adams,    Inc. 

D    PORT  AUTHORITY   OF  THE 

CITY    OF   SAINT    PAUL    192 
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Company 
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Agency:   Harwood  Advertising  of 
Phoenix    Inc. 
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Thif  announcement  (>  nol  an  ojjer  of  tecurities Jor  sale  or  a  foUcilalion  oj  an  ojjcr  lo  buy  jccurilici. 

New  Issue  December  5,  1969 

$70,000,000 

10%  Guaranteed  Loan  Certificates  due  May  15, 1985 
Guaranteed  As  To  Principal  And  Interest  By 

Trans  World  Airlines,  Inc. 
(7^ 


Price  100% 

plut  accrued  interest,  if  any,  from  December  11,  1969 


Copies  oJ  the  prospectus  may  be  obtained  from  such  oJ  the  undersigned 

{who  are  among  the  underwriters  named  m  the  prospectus)  as  may 

legally  oJJer  these  securities  under  applicable  securities  laws. 


Dillon,  Read  &  Co.  Inc.. 
The  First  Boston  Corporation  Kuhn,  Loeb  &  Co.  Lazard  Freres  &  Co. 

Lehman  Brothers         Merrill  Lynch,  Pierce,  Fenner  &  Smith         BIyth  &  Co.,  Inc. 

incorporated 

Drexel  Harriman  Ripley  Eastman  Dillon,  Union  Securities  &  Co. 

incorporated 

Glore  Forgan,  Wm.  R.  Staats  Inc.    Goldman,  Sachs  &  Co.    Halsey,  Stuart  &  Co.  Inc. 
Hornblower  &  Weeks-Hemphill,  Noyes     Kidder,  Peabody  &  Co.     Loeb,  Rhoades  &  Co. 

incorporated 

Paine,  Webber,  Jackson  &  Curtis      Reynolds  &  Co.      Salomon  Brothers  &  Hutzler 
Smith,  Barney  &  Co.       Stone  &  Webster  Securities  Corporation      Wertheim  &  Co. 

incorporated 

White,  Weld  &  Co.  Dean  Witter  &  Co.  Paribas  Corporation 

incorporated 


COLUMBIA  PICTURES 
INDUSTRIES,  INC. 

The  Board  of  Directors  at  a 
meeting  held  today  declared  a 
cash  dividend  of  15  cents  per 
share  on  its  outstanding  Com- 
mon Stock,  payable  January 
15.  1970,  to  stockholders  of 
record  December  19,  1969. 

S.  H.  MALAMED 
Vice  Pres.  &  Treas. 
New  York,  December  4,  1969 


KAMPGROUNDS  FRANCHISE 

A  moneymaker!  Largest  international  system  of 
franchisee!  campgrounds,  produces  exceptional 
earnings  from  modest  investment.  Strong  na- 
tional advertising,  proven  operating  methods. 
Over  300  campgrounds  now  operating,  another 
300-pluS/  in  construction,  planning  stages.  In- 
quire now  while  top  franchise  locations  are  still 
available: 

KAMPGROUNDS  OF  AMERICA,  INC. 

P.  O.  Box  1138-F 

Billings,  Montana  59103 
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THOUGHTS . . . 


ON  THE 
BUSINESS  OF  LIFE 


The  greatest  satisfaction  we  can  get 

out    of    life    comes     from    building 

bridges — making     the     pathway     of 

those  who  follow  a  little  less  bumpy. 

— William  Feather 


The  whole  world  and  every  human 
being  in  it  is  everybody's  business. 

— William  Saroyan 


In  this  earthly  world  ...  to  do  harm 
is  often  laudable,  to  do  good  some- 
time accounted  dangerous  folly. 

— Shakespeare 


He  who  lives  only  to  benefit  him- 
self confers  on  the  world  a  benefit 
when  he  dies.  — Tertullian 


Nobody  can  really  guarantee  the  fu- 
ture. The  best  we  can  do  is  size  up  the 
chances,  calculate  the  risks  involved, 
estimate  our  ability  to  deal  with  them, 
and  then  make  our  plans  with  confi- 
dence. — Henry  Ford  H 


In  the  assurance  of  strength  there 
is  strength;  and  they  are  the  weak- 
est,   however    strong,    who    have  no 
faith  in  themselves  or  their  powers. 
— Christian  Bovee 


Humihty  is  a  virtue  all  preach,  none 
practise,  and  yet  everybody  is  content 
to  hear.  — John  Selden 


In  character,  in  manners,  in  style, 
in  all  things,  the  supreme  excellence 
is  simplicity. 
— Henry  Wadsworth  Longfellow 


Kindness  in  words  creates  con- 
fidence, kindness  in  thinking  creates 
profoundness,  kindness  in  giving 
creates  love.  — Lao-Tse 


While    we 
speeds  by. 


are     postponing,     life 
— Seneca 


B.  C.  FORBES 
I  RESOLVE 

To  trij  always  to  see  view- 
thing  to  the  world,  its  work  and 
the  people  in  it. 

To  spend  and  be  spent  in 
worthy  service. 

To  adhere,  the  best  I  can,  to 
the  Golden  Rule. 

To  philosophize  more,  recall- 
ing always,  when  things  go 
awry,  "This,  too,  will  pass." 

To  try  always  to  see  view- 
points other  than  my  own. 

To  make  humility  and  sim- 
plicity so  much  a  part  of  my- 
self that  I  shall  become  as  a 
child,  as  one  of  those  of  whom 
the  Master  declared,  "For  of 
such  is  the  kingdom  of  heaven." 


The  task  of  man  is  not  to  discover 
new  worlds,  but  to  discover  his  own 
world  in  terms  of  human  comprehen- 
sion and  beauty. 

— Archibald  MacLeish 


I  neither  complain  of  the  past,  nor 
do  I  fear  the  future. 

— Michel  de  Montaigne 


Write  it  on  your  heart  that  every 
day  is  the  best  day  of  the  year. 

— Ralph  Waldo  Emerson 


To  give  real  service  you  must  add 
something  which  cannot  be  bought 
or  measured  with  money,  and  that  is 
sincerity  and  integrity. 

— Donald  A.  Adams 


Affected  simplicity  is  refined  impos- 
ture.   La   RoCHEFOUCAtTLD 


Work  for  your  future  as  if  you  are 
going  to  live  forever,  for  your  after- 
life as  if  you  are  going  to  die  to- 
morrow. — Arab  Proverb 


A  great  part  of  this  life  consists 
of  contemplating  what  we  cannot 
cure.         — Robert  Louis  Stevenson 


It  is  not  futile  sometimes  to  be 
dissatisfied  with  life.  To  be  dissatisfied 
with  the  order  of  human  affairs  as 
they  are,  also  means  to  start  building 
a  better  world. 

— Hans  Margolius 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  hook 
at  $6.95.  Send  check  and  order  to: 
Forbes  Inc.,  60  Fifth  Avenue,  New 
York,  N.Y.  10011.  (Sales  tax:  New 
York  State,  from  3%  to  6%;  New 
York  City,  6%.) 


Not  till  we  are  lost,  in  other  words, 
not  till  we  have  lost  the  world,  do  we 
begin  to  find  ourselves,  and  realize 
where  we  are  and  the  infinite  extent 
of  our  relations. 

— Henry  David  Thoreau 


A  Text . . . 


Sent  in  by  Edward  Petrere, 
Oakland,  Calif.  What's  your 
favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the 
Business  of  Life  is  presented 
to  senders  of  texts  used. 


Let  us  therefore  follow  after  the  things 
which  make  for  peace,  and  things 
wherewith  one  may  edify  another. 

— Romans  14:19 
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Fleetwood  75.  Low  risk.  High  return. 

Isnt  that  the  kind  of  investment  you  prefer? 


11  II 

Send  me  complete  information  about  the  one  limousine  that's  specifically  designed  to  be  a  limousine  .  .  . 
and  traditionally  returns  a  larger  proportion  of  original  investment  than  any  other  limousine. 


NAME- 


COMPANY- 


ADDRESS- 


CITY- 


-STATE- 


_Z  IP- 


Mail  to;  General  Manager,  Cadillac  Motor  Car  Division 
Box  7100  North  End  Station,  Detroit,  Michigan  48202 
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Creative  Inquisition 

Ik  iHt;  MOOD  appt-ius  rcla.xc^d,  lliat's  docoplivc.  J'',vcry  wrilcr  and  cdilor 
around  tlie  table  kiiow.s  ihal  the  ((iialily  ol  (!ach  .siil).sc(|iioiil  i.s.siic  of 
FoHBE.s  dcpeiid.s  on  the  fertility  of  the  idea.s  and  a.stulone.s.s  of  the  dis- 
cus.sion  at  the  editorial  story  meeting. 

Usually  an  evcry-second-Moiiday  affair,  the  apparent  ease,  occasional 
flippancy,  or  even  self-deprecating  remarks  which  accompany  story 
ideas— from  old  hands  and  novices  alike— often  disguise  hours  of  prior 
research,  telephone  calls  and  interviews. 


Presiding  at  the  meeting  is  the  man  in  charge  of  the  issue,  the  Is- 
sue Editor,  a  position  whicli  rotates  among  senior  editorial  staff  mem- 
bers; thus,  a  man  is  editor-in-charge  one  i.ssue,  a  writer  on  the  next. 
Such  a  system  provides  diversity,  and  keeps  our  senior  people-  from 
becoming  merely  desk-bound  journalists. 

Even  so,  to  the  novice;  or  newcomftr  in  particular,  (!very  senior  editor 
looms  as  a  veritaf>le  Torquemada  during  a  story  meriting,  for  no  one 
can  be  sure  in  advance  of  the  merits  of  a  particular  idea. 

A  story  has  to  "fly."  That  means,  like  a  pigeon  released  from  a  cage, 
the  idea  can  soar— or  be  shot  down— as  a  result  of  th<:  comments 
and  criticisms  it  attracts.  Many  a  staff  writer  has  gone  into  the  meet- 
ing to  suggest  that  a  corporation  he.  handled  in  such  and  such  man- 
ner, only  to  .see  the  discussion  develop  side  issues  into  the  major 
thrust  of  an  industrywide  article— or  result  in  pinpointing  one  corjjo- 
rate  executive  as  one  of  our  "Faces  Behind  the  l''igur(!S."  Whem  a 
story  "flies,"  the  staff  writer  is  briefly  flying  fiim.self,  mily  to  be  brought 
rapidly  back  to  eartli  when  his  next  five  or  six  story  ideas  are  shot  down, 

liut  the  story-meeting  process  has  benefits  even  on  tliose  "black 
Mondays"  when  a  writer  goes  in  with  seven  ideas  and  comes  out  with 
one  story  intact.  That  process,  of  fioning  ideas  and  information  against 
the  varied  viewpoints  and  differing  backgrounds  and  experiences 
of  editorial  colleagues,  sharpens  the  man  (or  woman)  for  future  oc- 
casions. It  additionally  provides  the  mechanism  through  which  Fohbks 
magazine  becfimes  a  coherent  entity  and  not  just  a  collec- 
tion of  business  stories  and  allied  articles.  It  is  in  the  process,  along 
with  editorial  judgment  and  art  presentation,  that  makes  news,  re- 
search and  opinion  blend  itjto  one  identifiable  product:  Fokhks 
magazine. 

Story  meetings  have  some  of  the  characteristics  of  fjull-sessions- but 
they're  not  simply  that:  They  are  a  hardworking  and  intensely  use- 
ful part  of  our  whole  editorial  process.  And  there's  always  just  enough 
diversity  among  the  conferees— who  range  in  age  from  2.3  to  57— 
to  make  certain  that  if  a  story  is  going  to  "fly,"  it  will  "fly  high"— 
or  not  at  all.  ■ 
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More?  Or  All? 

Venezuela  is  pressing  for  a  larg- 
er slice  of  the  profits  from  U.S. 
oil-company  operations  in  that 
country,  perhaps  as  much  as  80%- 
90%  vs.  the  current  72%.  It  argues 
that  crude-oil  exports  to  the  U.S. 
dropped  by  about  22%  during  the 
ten  years  of  the  U.S.  oil-import  pro- 
gram, crude-oil  prices  by  20%  and 
residual-oil  prices  by  21%.  The  re- 
sult, Venezuela  complains,  is  a 
$2.5-billion  payments  deficit  des- 
pite a  rise  in  residual-oil  ship- 
ments. U.S.  oil  companies  are 
privately  warning  Caracas  not  to 
push  its  demands  too  far,  partic- 
ularly with  so  much  Alaskan  oil 
in  prospect.  But  they  are  also 
painfully  aware  of  the  trend  to- 
ward nationalization  most  recent- 
ly evidenced  in  oil  in  Bolivia,  cop- 
per in  Chile  and  large-scale  agri- 
culture in  Peru. 

Wine  from  Wales 

Wales  is  now  producing  wine  for 
the  first  time  in  over  50  years.  En- 
thusiasts have  recently  planted  26 
vineyards,  and  from  the  oldest  of 
these,  at  Pembrey,  Carmarthen- 
shire, comes  a  "Pembrey  '67,"  de- 
scribed by  one  taster  as  a  light  red 
wine  reminiscent  of  the  Loire  Val- 
ley—pleasant, slightly  sweet,  to  be 
drunk  by  itself  rather  than  with  a 
meal.  It  might  sell  in  London  for 
vmder  $2.  But  French  and  Ameri- 
can vintners  need  not  feel  threat- 
ened. The  biggest  of  the  Welsh 
vineyards,  near  Pembroke,  squeezed 
out  of  its  2)2  acres  this  year  a  mere 
120  bottles. 


BPSWi^SS 


Mystery  Callers 

Last  month  American  Tele- 
phone &  Telegraph  inaugurated 
improved  telephone  service  be- 
tween the  U.S.  and  Soviet  Russia 
using  a  direct  cable  circuit  instead 
of  a  radio  channel.  But  everyone  is 
mystified  as  to  the  identity  of  the 
callers,  some  20  per  day,  who  are 
willing  to  pay  the  $12  tal)  for  the 
first  three  minutes.  The  Soviet  Mis- 
sion to  the  U.N.  never  phones 
Moscow  but  uses  a  Teletype,  as  do 
Aeroflot   Soviet   Airlines,    Inlourist 


travel  agency  and  Tass  news  agen- 
cy in  the  U.S.  Of  the  few  Ameri- 
can companies  with  Moscow  of- 
fices, CBS  News  might  phone  once 
a  week,  American  Express  once  or 
twice  a  month  and  Pan  American 
World  Airways  only  once  or  twice 
a  year. 

Burning  Issue 

Arizona  has  just  adopted  its  first 
air  quality  standards,  which  will 
eventually  require  copper  compa- 
nies operating  there  to  reduce 
smelting  emissions  by  some  85%. 
Behind  the  move  is  concern  for 
tourists,  for  new  residents  coming 
in  for  health  reasons  and  for 
certain  crops  affected  by  sulphur 
dioxide.  The  strict  standards  could 
give  a  boost  to  Anaconda's  new 
direct-reduction  process  that  uses 
acids  and  other  chemicals  to  re- 
place the  copper  smelting  opera- 
tion entirely.  The  process  will  get 
its  first  large  trial  in  a  multimillion- 
dollar  pilot  plant  at  Tucson  slated 
to  open  in  July. 

Don't  Go  Broke,  Go  Public 

That's  exactly  what  happened 
to  little  Samuel  Ward  Mfg.  Co., 
a  century-old  Boston  stationer  with 
sales  of  about  $1  million.  Last 
year  Ward,  like  its  line  of  hand- 
printed sheepskin  diplomas,  was  al- 
most extinct.  It  owed  nearly  $1 
million,  about  double  its  assets.  A 
day  before  the  bankruptcy  auc- 
tion, Atlantic  Automation,  a  small 
venture-capital  company,  persuad- 
ed Ward's  owners  to  use  a  little- 
known  section  of  Chapter  XI  of 
the  Bankruptcy  Act  and  go  pub- 
lic. Some  1  million  shares  of  non- 
registered  stock  were  quickly  is- 
sued. For  $8,500  in  cash  and  a 
loan  of  $100,000,  Atlantic  got  83% 
of  the  stock,  with  the  rest  going  to 
some  400  creditors.  The  original 
owners  are  out,  but  Samuel  Ward 


Mfg.  marches  on  under  new  man- 
agement—and, at  least  for  the  first 
five  months,  at  a  profit. 

Tough  Talk 

'  Most  airline  executives  feel  they 
must  sound  statesmanlike,  but  not 
American  Airlines'  Marion  Sadler, 
who  left  as  president  because  of 
illness  and  has  come  back  as  vice 
chairman.  In  a  speech  last  month 
■  he  first  took  on  the  airport  build- 
ers, obsei-ving  that  since  most  air- 
port structures  built  since  1940  be- 
came outgrown  or  outmoded  in  ten 
years,  the  obvious  answer  was  "low- 
cost,  prefabricated  modular  con- 
struction." Then,  remarking  that  no 
answer  to  the  problem  of  jet  noise 
was  in  sight,  he  suggested  buf- 
fer industry  zones  around  airports, 
complete  with  soundproofed  plants. 

Rolling  On 

The  railroads  of  America  may  be 
beset  by  problems  (Forbes,  Oct. 
15,  1969),  but  Pullman-Standard 
Vice  President  Elwyn  T.  Ahnquist 
expects  them  to  take  delivery  of 
70,000  new  freight  cars  in  1970. 
This  would  be  well  above  the 
65,000  cars  calculated  for  1969  by 
the  American  Railway  Car  Insti- 
tute—which, in  turn,  was  16%  above 
the  56,232  cars  produced  in  1968. 
The  nation's  oldest  and  biggest 
manufacturer  of  rolling  stock,  Pull- 
man figures  that  it  delivered  16,400 
cars  in  1969,  a  74%  gain  over  1968. 

New  Broom  at  Con  Ed 

Since  Charles  F.  Luce  became 
Con  Edison's  board  chairman  and 
chief  executive  in  August  1967,  all 
but  four  of  the  top  20  spots  on  his 
staff  have  been  filled  with  new 
faces.  Many  of  the  departures  can 
be  explained  by  a  new  mandatory 
65-year  retirement  age,  but  not  the 

(CotUiniied  on  page  65) 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  a 
month  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  D  1  year  $9.50,  D  2 
years  $15,  D  3  years  $19.  Pan-Amer- 
ican and  foreign  orders,  please  add 
$4  a  year.  Payment  should  be  sent 
with  all  orders  from  outside  the  U.S.A. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name  (please  print) 
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"Zip- 


F-4826 
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READERS  SAY 


Wrong  Bandwagon? 

Sm:  "Storm  in  a  Soup  Pot"  (Forbes, 
Dec.  15)  illustrates  how  fashionable  it 
has  become  to  jump  on  the  consumer  cru- 
>acling  bandwagon.  While  John  Branz- 
hafs  "Soup  Suers"  may  have  raised  a 
significant  point-of-order  concerning 
P"TC  procedures,  it  is  unfortunate  that 
they  chose  such  a  hair-splitting  case- 
in an  area  where  the  law  and  its 
interpretation  are  so  ill-defined. 

If  one  is  selling  soup  tvith  solid  in- 
gredients, it  seems  only  reasonable  to  use 
whatever  mockups  are  appropriate  to  de- 
pict the  total  product,  i.e.,  both  soup  and 
solid  ingredients.  But  this  constitutes  a 
material  dec-eption,  according  to  the 
FTC.  Therefore,  under  the  FTC's  cur- 
rent Doctrine  of  Absurdity,  one  should 
hide  part  of  the  product  by  allowing  the 
solid  ingredients  to  sink  to  the  bottom 
of  the  bowl— out  of  sight. 

I  suggest  that  meaningful  progress  in 

consumer  protectionism  will  be  effected 

ultimately  by  men  who  understand   the 

patterns    of    buyer    motivation    and    are 

able    to    identify    the    substantive    issues 

through    the   use   of   behavioral    science. 

-Peter  S.  C.\rusone 

Assistant  Professor  of  Marketing, 

Xavier  University 

Cincinnati,  Ohio 

Sir:  Why  pick  on  poor  Campbell  l)€- 
cause  the  soup  used  in  TV  commercials 
isn't  the  same  as  that  sold  in  the  super- 
market? I'm  c-onvinced  that  it's  not  the 
same  shaving  lotion  on  TV  as  sold  in  the 
stores  either.  Females  never  chase  me  the 
way  they  do  Fran  Tarkenton. 

— Bern.ard  Ryll 
Elmira,  N.Y. 

Sm:  1  can  readily  forgive  a  company 
which  delivers  such  excellent  goods  at 
such  a  favorable  price  for  such  a  tiny 
misdemeanor. 

—Daniel  P.  Dash 
Knoxville,  Tenn. 

/r  Was  A /fa  Joke 

Sir:  There  are  two  errors  in  the  article 
"We  Gave  at  the  Office  ..."  ( Forbes, 
Dec.  1 )  which  ought  to  be  corrected. 
On  page  58  there  is  a  sentence  which 
states,  "Carnegie  Tech  considered,  then 
rejected,  giving  MacDonald  plaid  stamps 
to  donors."  In  1967  Carnegie  Tech 
merged  with  Mellon  Institute  and  is 
now  named  Camegie-MeUon  University. 
Moreo\er,  there  are  no  records  here  of 
any  consideration  given  to  distributing 
MacDonald  plaid  stamps  to  donors.  That 
appears  to  be  a  joke  perpetrated  in  ref- 
erence to  our  Scottish  heritage. 

—John  G.  Johnson 

Vice  President  for  Development, 

Carnegie-Mellon  University 

Pittsburgh,  Pa. 

Which  Forbes  took  literalbj— Ed. 

{Continued  on  page  66) 


Mr.  President:  Don't  be 
embarrassed  at  your 
next  board  meeting 

\*iien  tilt*  <|iiO)sli<>ii-a»kc*r  on  tlio  ImmipcI  unkw: 


What's  going  on 
in  Tucson,  Arizona 
that  caused  — 

Motorola 
Control  Data 
Kimberly- Clark 
Lear  Jet  Stereo  and 
Philco-Ford 

to  establish  plants  there? 
And  -why  did 

IBM  and 
Monsanto 

stake  out  sites  too? 


THE  MOVE  IS  TO  TUCSON 


sSk 


ARIZONA 


Executive  reading  time  /  58  seconds 

Tucson,  Arizona  has  come  alive! 
It's  a  young,  dynamic  city  . ,  .  median 
age  26.4  years  —  younger  than  the 
national  average. 

$806,937,000  market  of  335,000 
people.  Excellent  labor  pool  .  .  .  ex- 
pandable industrial  building  avail- 
able on  city  land  ...  no  inventory 
tax  . . .  low  industrial  wafer  rates. 

Expanding  University  —  26,000  stu- 
dents with  an  exceptional  faculty, 
especially  in  the  space  sciences,  elec- 
tronics and  optics  . . .  astronomy  cen- 
ter of  the  world. 

Wonderful  climate  ...  a  great  place 
to  visit,  a  better  place  to  live  ...  so 
easy  to  recruit  executives  here,  too. 

Twin  plant  in  Nogales,  Mexico,  only 
one  hour  away  .  .  .  300  per  hour 
labor . . .  more  profitable  than  Japan, 
Hongkong  or  Taiwan. 

International  airport  and  seven  air- 
lines .  .  . 

Come  see  us  or  pick  up  a  phone 
and  call  J.  Karl  Meyer,  Executive 
Director  of  DATE,  Development 
Authority  for  Tucson's  Expansion 
602/623-3673  or  write: 


.  BECAUSE  TUCSON  IS  ON  THE  MOVE! 


Plenty  of  Industrial  Sites  Left. . .  But  They're  Going  tast! 
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Thanks  to  you^ 

we  just  becsune 

billionaires  again 


Five  years  ago  we  were  just  a  struggling  and  ambitious 

Now  for  the  second  year  in  a  row  we're  a  surging  billion 

Sales  are  up  to  $  1. 1 5  billion. 

And  profits  are  up,  too.  To  $2.30  a  share. 

We're  proud  that  our  sales  curves  and  profit  curves  are 
curving  upward. 

But  when  you  get  right  down  to  it,  we've  only  you  to  thank. 

Because  it's  you  who  use  all  the  things  we  make. 

So  thanks  to  the  motorists  who  use  our  gasoline  and  our 
Valvoline  lubricants. 

Thanks  to  the  tire  and  rubber  companies  who  use  our 
carbon  black. 

Thanks  to  the  chemical  companies  who  use  our  organic 
building  blocks. 

Thanks  to  the  railroads  and  truckers  who  burn  our  diesel 
fuel. 

Thanks  to  everyone  who  uses  the  more  than  10,000  prod- 
ucts we  make. 

You've  made  our  shareholders  and  our  employees  and  our 
chairman  very  happy. 

Even  our  president  is  pleased. 

But  he  still  thinks  we  can  do  better. 


600  million  dollar  company, 
dollar  company. 


-I 


Fiscal  year  ending  September  30. 

Our  sales 


For  a  copy  of  our  1969  annual  report,  write  to  Ashland  Oil  &  Refining  Company     |    Ashland,  Kentucky  41101. 

FORBES,    JANUARY   15,    1970 


"With  all  thy  getting  get  understanding' 


Fact  and  Comment 


GO,   GEORGE,   GO! 


Housing  Secretary  Romney's  Operation  Breakthrough 
nia\  lie  about  to. 

Ill  eight  cities  several  different  federally  assisted  types 
of  mass-produced  housing  are  soon  to  be  built.  Around 
1,500  units,  testing  20  different  designs,  will  be  put  up 
b\  some  of  the  best  and  most  imaginative  brains  in  the 
construction  and  building  materials  companies.  Pre.senting 
designs  are  such  crackerjack  outfits  as  Bechtel,  U.S.  Steel, 
Boise  Cascade  and  GE. 

Perhaps  the  least  important  aspect  of  the  whole  pro- 
gram is  the  application  of  industrial  technology  in  pre- 
fabricating. The  real  significance  will  be  the  breakthrough 
of  hundreds  of  archaic  zoning  restrictions,  strangulating 
building  codes,  fantastically  costly  construction  union  re- 
strictions and  all  the  other  elements  that  have  made  it 
impossible  for  the  millions  who  need  homes  <o  afford 
their  super-soaring  cost. 

The  demand  is  building  up  so  fast  that  one  of  the.se 


days,  by  golly,  congressmen  and  senators  and  govern- 
ments and  state  legislators  are  going  to  find  it's  easier  to 
get  elected  by  supporting  housing  than  by  playing  hanky 

panky  with  local  poLs  and  union  locals. 

»  *  *  * 

If  the  Nixon  Administration  puts  some  steam  behind 
Romney's  program,  they'll  not  only  catapult  Gorgeous 
George  into  the  U.S.  Senate  from  Michigan,  they'll  also 
provide  real  help  to  Republican  candidates  for  every  of- 
fice who  will  be  able  to  ride  on  Operation  Breakthrough's 
coattails. 

While  the  U.S.  achieved  a  population  of  100,000,000 
in  300  years,  it  took  only  50  years,  1917  to  1967,  to 
reach  200.000,000.  At  the  present  rate  of  growth,  we  will 
be  at  300,000,000  within  the  next  30  years. 

Is  anybody  in  doubt  as  to  where  the  votes  are  and 
will  be  in  terms  of  those  who  are  for  or  against  afford- 
able housing? 


BRING  THEM  HOME 


If  the  Administiation  doesn't  feel  we  can  bring  most 
American  military  forces  home  from  South  Vietnam  as 
\et,  at  least  there  is  no  compelling  reason  why  we  can- 
not bring  our  forces  home  from  Europe. 

We  have  310,000  uniformed  Americans  in  Europe,  along 
with  240.000  of  their  dependents. 

For  many  years  after  the  war  these  NATO  forces  in- 
deed served  an  essential  purpose  in  checking  the  con- 
stant danger  of  Russian  expansion  in  free  Western  Europe. 

But  for  the  past  few  years  it  has  not  been  the  presence 
of  our  American  troops  which  has  stabilized  the  scene 
there. 

It's  a  drain  of  billions  of  dollars  when  we  really  don't 


need  such  dollar  drains.  As  a  practical  matter  our  rela- 
tions abroad  would  be  better  if  these  boys  and  their  fam- 
ilies were  brought  home  promptly. 
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WATCH   'EM  DROP 


Maybe  Ini  occult  or  perhaps  gifted  with  extrasensory 
perception,  'cause  I  am  going  to  give  you  a  statistic  that 
hasn't  even  been  compiled  yet,  to  wit  — 

That  the  number  of  young  men  aspiring  to  be  minis- 
ters, doctors  and  teachers,  or  seeking  careers  as  police- 
men, physicists  or  even  tool  and  die  makers  will  be  more 
than  double  among  the  first  50  numbers  drawn  in  the 
draft  lottery  than  among  the  last  50  numbers  drawn. 


The  more  violent  agitation  on  most  campuses  will  cease 
because  most  of  the  intolerant  SDS  stuff  comes  from' 
draft  dodgers,  a  good  percentage  of  whom  hate  our  so- 
cial system,  including  the  emphasis  on  colleges.  They'd 
opt  out  of  the  college  bit— if  only  because  it  seems  so  im- 
portant to  their  parents— if  it  were  not  for  the  draft  they 
feel  on  their  necks. 


*  *  *  * 


*  *  *  * 


If  the  draft  .should  end,  so  would  a  lot  of  marginal 
graduate  schools  and  marginal  colleges;  in  fact,  if  during 
the  next  year  or  two  our  withdrawals  from  Vietnam  are 
nearly  complete  and  the  number  drafted  drops  sharply, 
the  attrition  in  matriculation  at  higher  educational  institu- 
tions will  be  remarkable. 

SCORE  ONE  FOR 

Crime  in  the  city  streets  is  more  than  a  political  issue. 
It's  a  too-rampant  fact. 

Doubling  and  tripling  and  extensively  overtiming  police- 
men is  a  costly  impossibility.  Eliminating  root  causes  has 
been  an  elusive  goal  since  Adam  bit  the  apple. 

In  Indianapolis  they  have  come  up  with  a  most  sensible, 
affordable  approach  to  the  problem. 


As  for  that  intolerable,  brutal  1%  who  by  force  disrupt 
our  institutions  of  higher  learning,  these  institutions  bet- 
ter firm  up  their  policies  to  pitch  these  fascist  pigs  out. 

Freedom  to  teach  and  to  be  taught  requires  freedom 
of  speech  and  thought.  No  destructive  handful  should  be 
allowed  to  bully  and  bulldoze  academicians,  administra- 
tors and  students  into  tolerating  intolerable  behavior. 

INDIANAPOLIS 

Policemen  are  assigned  their  police  patrol  cars  for  per- 
sonal use  after  hours.  They  are  encouraged  to  use  the 
police  car  while  taking  the  family  shopping,  to  the  movies, 
and  everywhere  else  one  takes  one's  family. 

"As  a  result,"  says  the  assistant  to  the  Indianapolis  Po- 
lice Chief,  "we  may  have  as  many  as  400  cars  on  the 
street  instead  of  the  old  100  or  so  per  shift."  With  all  those 
cars  running  around  or  parked  throughout  the  city,  crime 
rates  in  every  category  have  dropped.  The  presence  of  the 
police  car  obviously  indicates  the  proximity  of  policemen. 

Additionally,  the  officers  take  greater  pride  in  taking 
care  of  "their"  vehicles. 

So  at  negligible  cost  the  effect  of  tripling  car-patiolling 
is  created. 

An  idea  so  downright  sensible  and  provenly  effective 
ought  to  spread  rapidly  to  every  city  with  a  crime-in-the- 
streets  problem. 


WOW! 


How's  this  for  giving  us  some  idea  of  U.S.  wealth  in 
relation  to  the  rest  of  the  world- 
According  to  First  National  City  Bank's  superb  Month- 
ly Economic  Letter,  the  people  of  New  York  City  have 
an  aggregate  personal  income  exceeding  $35  billion. 


That's  higher  than  that  of  all  but  eight  foreign  nations. 

Yet  it's  only  about  5%  of  the  U.S.  total. 

Maybe  we  ought  to  keep  this  in  mind  when  the  Bi- 
afrans  of  the  rest  of  the  world  occasionally  ask  us,  "Broth- 
er, can  you  spare  a  dime? " 


THE  FICKLE  FINGER 


On  the  20th  day  of  January  in  1961,  outgoing  Vice 
President  Richard  Nixon  sat  on  the  platform  and  watched 
incoming  Vice  President  Lyndon  Johnson  take  the  oath 
of  office. 

Could  anybody  have  foreseen  that  96  months  later  out- 
going President  Johnson  would  be  sitting  on  the  inaugural 
platform  watching  incoming  President  Nixon  taking  the 
oath  of  office? 


History  may  repeat  itself,  but  the  odds  against  this  sort 
of  happening  ever  happening  again  must  be  on  the  high 
side. 


TEARS-OR  CHEERS? 

If  growing  old  saddens  you,  then  why  cry  for  those  who 
cease  to? 


-Malcolm  S.  Forbes, 

Editor-in-Chief 
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We  deliver  ffie  goods 


3iven  a  chance,  your  product  is  your  best  salesman. 
A/hat  you  really  need  is  to  get  your  best  prospects 
among  the  non-users  to  try  it  and  buy  it.That's  what  we  do. 

^ow  Compusamp  has  a  unique,  proven  system  to  do  the 
Ob  for  you.  We  call  it  Panel-Pak^  Consumer  Target 
Sampling.  Our  people  interview  consumers  by  the 
housands;  we  find  the  target  segment  among  the 
non-users  for  your  brand;  we  deliver  your  product  to  this 
arget  segment  only.  This  brand  new  marketing  medium 
s  effective,  selective  and  a  lot  less  wasteful  than 
prdinary  sampling. 

This  new  service  works  simply  for  you,  but  it's  hard, 
sophisticated  work  for  us  with  a  computer  in  the 
Dackground.  Please  note,  your  products  go  only  to  your 
Dwn  best  prospects.  From  interview  to  delivery  of  "your 
'best  salesman"  takes  only  three  weeks. 

Here's  proof  that  Compusamp  works.  In  a  large  scale 
Long  Island  program  reaching  20,134  homes  31 
non-competing  brands  got  a  big  lift  from  Panel-Pak 
■Consumer  Target  Sampling:  purchase  at 
normal  retail  prices  increased  an  average  of  40% ; 
Panel-Pak  activity  changed  market  equilibrium  fast; 
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Panel-Pak  brands  can  generate  millions  of  dollars  of 
new  business  nationally. 

We're  making  ourfirst  million— Panel-Paks,  that  is.  Right 
now  we're  interviewing  at  the  rate  of  20,000  per  week  to 
reach  a  million  people  in  the  Northeast.  Next  we  are 
expanding  into  other  regions  which  represent  50%  of 
the  U.S.  market.  We're  finding  best  prospects  for  the 
participants,  and  we're  delivering  the  goods.  What  an 
opportunity  for  you. 

As  pioneers  in  this  field,  we  have  the  capacity,  the  people 

and  the  experience  to  help  you.  See  how  "The  Case  for 

Target  Marketing"  makes  your  product  grow.  Give  it  a 

hearing.  Call  or  write  today:  Compusamp,  Inc., 

405  Lexington  Avenue 

New  York,  N. Y.  1 001 7/ (212)  661  -4561 . 

Make  a  date. 


C0mvv]iswcv\( 


",.x,o.vr.nu.uv^e^W^^^^^^^ 


11 


We're  developing  a  computer  w^ve  nicknamed  *'The  EHminator' 
FIRST:  Its  pKice  tag  in  the  $1^0  i^nri^ifttMr^etj^r^tklk 
alioul^  b^  obsti^hai  in  Jt|^lf,^cii^  -. 

messag&^^fr^one  fpr  wHm  #ijp^^a!i^|r^1^R|ie  name  of'' '> 
the  game, ~   '     ' V  ^'  /t#-   ^^'  ^^S- 


tii 


M0R|EQ>4r:  I|j3u^braf^|[tt|d :someh^  clevi|^  i%* 

4|bm  tus^llng^ith  your  t^iigh  a^pfl^iits,,.-ft|p^  _^   ,  _^ 

&^  away  from  ^^'^ 


"our^tlfsi  del^^gBid  we  pl^W  spen"  '' 

pm  extenJ^l^lap^^^ 

irhere'l|1p  nl>  depej^  until  all  the  (jiigs  are  eHfl. .. 
njSi^c^ftufe,  pdlK^romisfS.  RIgM  nowf  Wf  loo  . 
Smalt  ^dwst  cloud^n^jlie  horizon.  Btf  whenlHat^to 


rinuir^' 


I  -nB^ 


MMlsairfiets 

i« 

fjp^  \  * 

pi  1 

i 

iK^R 

/:■■ 

connputen 
0€ueLOpm< 


3001   DAiliLER  Sl<  / 


Forbes 


The  Billion-Dollar  Bet 

The  market  has  placed  a  price  on  Bristol-Myers   of  32  times  earnings. 
That's  a  bet  on  the  packaged -goods  maker's  future.  A  good  bet?  Maybe. 


Bhistol-Myers,  which  is  a  very  good 
a)mpan\  in  the  packaged-goods  field, 
netted  alxjut  S62  million  last  year, 
and  its  stock  had  a  total  market 
value  o{  S1.8  billion.  Ingersoll-Rand, 
which  is  a  very  good  company  in  the 
machinery  business,  netted  about  the 
same  as  B-M,  but  the  market  capital- 
ized i7*  stock  at  only  about  $6(){)  mil- 
lion—one-third as  much.  Even  though 
Ingersoll-Rand  is  far  richer  both  in 
technology  and  assets  than  is  Bristol- 
Mvers,  B-M's  price  earnings  ratio  was 
.32.  I-Rs  was  only  10. 

An\  novice  investor  can  explain  the 
discrepancy.  Bristol-Myers  has  glam- 
our. Ingersoll-Rand  hasn't.  But  glam- 
our comes  and  goes.  In  addition, 
Bristol-Myers  has  had  truly  amazing 
profits  growth:  43  cents  a  share  in 
1959;  SI.  12  in  1964;  about  $2.20  last 
year.  At  that  rate,  Bristol-Myers  could 
well  be  earning  close  to  $4  a  share 
by  1975. 

How  Much  Growth? 

Can  Brist()l-M\ers  keep  growing  at 
the  old  rate?  The  market  is,  in  cHect, 
betting  over  $1  billion  it  can:  Growth 
is  what  gives  B-M  its  glamour  and  de- 
termines the  amount  ol  the  premium 
the  market  is  willing  to  pay  for  B-M's 
earnings  over  Ingersoll-Rand's.  In  fact, 
this  same  ciuestion  can  be  raised 
about  a  whole  raft  of  high  price, 
"earnings  stocks.  Will  the  conditions 
that  fa\ored  packaged-goods  compa- 
nies over  the  past  decade  and  a  half 
cpnthnic  to  favor  them?  Or  will  their 
growth  in  profits  slow?  And  if  so,  can 
their  stocks  continue  to  sell  at  any- 
thing like  current  premiums? 

There  is  very  good  reason  to 
doubt  that  the\'  can.  This  is  not  to  sa\' 
that  Bristol-Myers  is  no  longer  a  good 
company;  it  is  very  good  indeed.  But 
there  is  every  reason  to  suspect  that 
the  extraordinary  combination  of  cir- 
cumstances that  propelled  the  com- 
pany upwards  during  the  Sixties  may 
no  longer  prevail  during  the  Seventies. 

For  one  very  obvious  reason,  Bris- 
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t()l-M\ers  achieved  a  significant  part 
of  its  growth  through  mergers.  Among 
the  biggest  ones:  Mead  Johnson  and 
Drackett.  But  with  sales  approaching 
the  $1 -billion  mark  and  with  Wash- 
ington frowning  on  mergers,  Bristol- 
Myers  has  clear  antitrust  problems  in 
an\  major  merger. 

Then  there  are  indications  that  in 
order  to  keep  profits  growing,  Bristol- 
Myers  has  been  trimming  back  on  ad- 
vertising, which  is  the  very  lifeblood 
of  packaged  goods.  Figures  pub- 
lished in  Advertising  Age  show  that 
the  company  has  cut  advertising  out- 
lays from  $140  million  in  1966  to 
$114  nu'llion  in  1968.  As  a  percentage 
of  sales,  the  cutback  is  even  sharper: 
from  22'/  of  sales  to  about  12%.  The 
company  qualifies  this:  Chief  Execu- 
ti\e  Officer  Gavin  McBain  points  out 
that  these  figures  cover  only  mea.s- 
nred  media.  "In  a  marketing-oriented 
company  like  ours,  we  spend  a  con- 
siderable sum  on  unmeasured  promo- 
tion, couponing,  sampling,  extra  al- 
lowances, point-of-sale  material  and 
many  other  things,"  he  says.  "Our 
total  promotional  effort  is  within  1%, 
relati\e  to  sales,  of  what  it  was  five 
years  ago."  Probably  true,  but  the 
fact  remains  that  he  has  had  to 
switch  some  of  the  dollars,  which, 
cleverly  spent,  established  the  con- 
sumer jjrand  image  of  such  products 
as  Buflerin,  Ban,  Vitalis,  Windex, 
Drano  and  Clairol  into  forms  of 
spending  which,  while  they  may  move 
the  goods,  might  also  build  fewer 
long-term  values  into  trade  names. 

Take,  for  example,  the  big  and 
highly  profitable  Clairol  division.  Ac- 
cjuired  by  Bristol-Myers  in  1959  for 
$22.5  million  in  cash,  it  now  has  a 
volume  in  excess  of  $200  million  vs. 
around  $15  million-$20  million  in 
1959.  Here  the  cutback  in  advertis- 
ing over  the  past  two  years  has  been 
shaip.  In  1966  the  division  spent 
around  $35  million  in  measured  ad 
dollars  on  about  $160  million  in  sales. 
In  1968  Clairol  spent  several  million 


less  on  measured  media  on  consider- 
ably higher  sales.  Moreover,  some  of 
the  ad  money  went  into  building  up 
Clairol's  fledgling  co.smetics  business 
(so  far  unsuccessfully)  and  its  new 
beauty  appliance  lines.  In  short,  there 
was  a  fall  in  haircoloring  and  hair- 
conditioning  measured  media  adver- 
tising. Richard  Gelb  of  the  original 
Clairol  family,  now  B-M  president, 
points  out,  however,  that  there  is  a 
slowdown  in  growth  in  hair  products. 
"You  can't,"  he  says,  "go  on  forever 
growing  at  25%."  What  he  seems  to 
be  saying  is  that,  under  the  circum- 
stances,   it   hardly   pays    to   continue 


Headaches,  Hair,  BO.  They're 
what  Bristol-Myers  lives  on. 
Below,     a     test     for     toxicity. 


•idveitising  at  the  old  rate. 

Not  that  he  sees  neghgible  growth: 
Normal  growth  over  the  next  few 
years  for  haircoloring  will  average  8%. 
But  Clairol  probably  accounts  for 
65%  of  all  haircoloring  sales  in  the 
U.S.,  and  its  chances  of  gaining  in 
market  share  are  very  slight.  In  ad- 
dition to  a  slowdown  in  market 
growth,  three  new  competitors  jumped 
into  the  fray  in  1967:  Gillette,  Max 
Factor  and  Shulton.  By  mid-1968, 
through  heavy  promotion,  they  had 
chipped  Clairol's  share.  At  the  mo- 
ment, Clairol  has  recaptured  part  of 
its  lost  share,  with  Gillette's  Toni 
division  holding  only  4%.  Revlon,  with 
a  slightly  larger  share  than  Gillette, 
competes  only  in  specialty  drug  and 
department  stores. 

Meanwhile,  Clairol's  biggest  prob- 
lem was,  and  continues  to  be,  its 
attempt  to  build  up  a  profitable  cos- 
metics business.  This  has  been  a  mon- 
ey loser  since  it  was  begun  in  late 
1965.  Dick  Gelb  admits  Clairol  was 
slow  in  getting  into  cosmetics  be- 
cause "we  were  too  busy  with  hair- 
coloring." He  concedes  that  "the  cos- 
metics business  is  quite  different  from 
hair  care,  and  the  marketing  ap- 
proach is  substantially  specialized." 
One  bright  spot:  In  the  new  area  of 
beauty  appliances  Clairol  has  come 
up    a    winner.    First    introduced    in 


late  1966,  Kindness  instant  hairset- 
ters  and  related  products  this  year 
will  ring  up  sales  well  in  excess  of 
$25  million.  Early  in  1969  Clairol  al-' 
so  bought  Carmen  Curler,  a  higher 
priced  hair  setter,  and  it,  too,  has 
been  successful. 

The  Bristol-Myers  Products  division 
has  had  its  problems,  too,  after  years 
of  one  dazzling  success  after  another. 
This,  the  company's  oldest  division, 
established  itself  in  the  Thirties  with 
Sal  Hepatica  and  Ipana.  In  the  past 
few  years  it  has  had  a  string  of  dis- 
appointments: Fact  toothpaste,  Cit- 
trisun,  a  hot  lemonade  preparation 
for  colds,  Resolve,  an  effervescent 
analgesic  tablet.  Bufferin  analgesic, 
Bristol-Myers'  single  largest  product 
(about  $60  million  sales)  and  cer- 
tainly one  of  its  most  profitable,  had 
little  sales  growth  in  1968-69. 

Again,  none  of  this  is  to  say  that 
prospects  are  dismal.  The  foreign  di- 
vision (20%  of  sales),  marginal  a  few 
years  ago,  is  beginning  to  make  a 
more  important  contribution  to  earn- 
ings. Excedrin,  also  brought  out 
through  the  Products  division  eight 
years  ago,  has  captured  about  8%  of 
the  market  for  analgesics,  giving  B-M 
a  combined  20%.  That's  about  equal 
to  or  slightly  more  than  American 
Home  Products'  18%-20%  with  Anacin. 
Other   recent   Products   division   suc- 


Beauty  Isn't  Everything.  At  least,  not  to  Bristol-Myers.  So  far,  its 
efforts  to  create  a  profitable  cosmetics  business  have  resulted  only 
in    failure.    Reason:    Marketing    cosmetics    is    a    game    for    specialists. 


cesses  have  been  Dry  Ban,  an  anti- 
perspirant  deodorant,  and  Pals  ani- 
mal-shaped children's  vitamins.  But 
what  it  all  means  is  that  the  sue-  t* 
cesses  are  increasingly  being  balanced  - 
by  the  disappointments.  Not  totally 
balanced,  but  enough  to  make  the  old 
earnings  growth  impossible. 

Efhicals,  Too 

This  year  there  are  signs  that  the 
rapid  growth  of  yet  another  major 
division,  Bristol  Laboratories,  one  of 
its  two  ethical  drug  arms,  has  begun 
to  slow  down  from  its  23%  rate  of 
the  past  five  years.  The  lab's  last  ma- 
jor antibiotic  was  Polycillin,  brought 
out  about  six  years  ago.  Thus,  last 
year  Bristol's  unit  sales  were  up  over 
20%,  but  dollar  sales  rose  only   15%. 

There  is  a  similar  mix  of  problems 
and  opportunities  at  Mead  Johnson, 
which  Bristol-Myers  acquired  two 
years  ago.  To  get  Mead  Johnson, 
Chairman  McBain  paid  $248  million 
worth  of  his  company's  stock.  This 
was  a  fairly  stiff  price  for  a  company 
that  earned  only  $7  million  that 
year;  Bristol-Myers  stockholders  were 
paying  34  times  earnings  for  Mead 
Johnson.  Why  such  a  high  price  for 
a  company  whose  earnings  had  re- 
mained flat  for  two  years?  Because 
Mead  Johnson  had  in  the  past  done 
better,  and  McBain  was  convinced  it 
could  do  so  again  on  Mead  John- 
son's $140  million  in  sales,  especially 
with  so  much  of  the  business  in  the 
promising  diet-drink  and  pediatrics 
market  and  with  a  foothold  in  some 
very  promising  drugs.  Says  McBain: 
"Their  marketing  was  poor,  but  a 
good  part  of  the  product  line  is  very 
salable  and  their  research  capability 
is  first-rate." 

But  so  far  the  problems  remain  at 
least  partially  unsolved.  Mead  John- 
son's top  management  has  been 
changed  and  several  of  its  divisions 
split  off.  As  things  now  stand,  the 
3.7  million  common  and  preferred 
shares  that  Bristol-Myers  issued  to  buy 
Mead  Johnson  are  only  just  begin- 
ning to  add  significantly  to  over-all 
corporate  earnings. 

For  all  of  these  problems,  most  cor- 
porate managers  would  dearly  love 
to  change  places  with  Gavin  McBain 
and  Dick  Gelb  because  of  their 
strong  product  marketing  positions  in 
such  basic  products.  But  that  isn't 
the  point  when  your  price/earnings 
ratio  is  more  than  double  that  of  the 
average  industrial  company.  In  that 
case  the  point  is:  Can  you  keep  grow- 
ing in  the  Seventies  the  way  you  did 
in  the  Sixties? 

No  one,  of  course,  can  predict  the 
future.  But  in  Bristol-Myers'  case,  the 
chances  of  keeping  up  the  old  growth 
pace  are  not  very  good.  ■ 
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The  Great  What-ls-lt 

W.T.  Grant  doesn't  fit  into  any  of  retail- 
ing's  pigeonfjoles  except  one.-  it's  one  of 
the  best  moneymakers  in  the  business. 


Last  month  President  Richard  \V. 
N[a\er  of  New  York-based  retailer 
W.T.  Grant  Co.  had  the  exasperating 
job  of  addressing  a  group  of  secjjri- 
t\  analysts— e.xasperating  because  it 
meant  persuading  them  of  what  his 
company  was,  and  was  not. 

For  example,  Grant  is  not  a  va- 
riety-store chain  e\en  though  it  may 
look  like  one  becau.se  of  the  varietx- 
line  merchandise  (cosmetics,  cand>, 
stationery,  notions)  that  it  often  posi- 
tions at  store  entrances.  Grant  is 
price-competitive  enough  to  be  called 
"promotional,"  but  not  enough  to  mer- 
it the  swinging  label  of  "discounter" 
that  Kresge  has  earned. 

Ma\er  preferred  to  describe  his 
.S1.2-billion-sales  retailing  operation  as 
a)nsisting  primarily  of  "one-stop  fami- 
1\-  shopping  stores."  But  since  there  is 
no  such  retail  classification,  he  was 
willing  to  settle  for  the  "general  mer- 
chandiser" tag  of  a  Sears  or  a  Penney, 
though  Grant  obvioush  lacks  the 
heft  of  either. 

The  trouble  is  that  neither  analysts 
nor  investors  seem  to  believe  Ma>er. 
As  a  result.  Grant's  stock  sells  at  a 
modest  16  times  earnings  (i-v.  24  for 
Sears,  23  for  Penne\  -and  34  for 
Kresge),  de.spite  the  fact  that  Grant's 
earnings  more  than  tripled  in  the  five 
years  ended  in  1968  to  S38  million. 
And  while  most  retailers  were  huffing 
and  puffing  to  show  (inij  earnings  im- 
provement in  1969,  Grant  should  end 
its  fiscal  year  late  this  month  with 
a  gain  of  about  U)%.  Nor  is  Grant 
any  slouch  in  profitability  with  its 
better-than-average  return  of  3.5'i  on 
sales  and  16.3'l  on  equity. 

Mayer  obviously  intends  to  main- 
tain Grant's  present  pace.  In  October 
alone  he  opened  28  new  stores,  adding 
2  million  square  feet  of  selling  space— 
a  respectable  total  even  for  Penney 
'or  Sears.  In  fact,  over  the  year  Grant 
opened  4  million  square  feet,  an 
amoimt  which  will  equal  that  of  its 
two  giant  competitors.  And  Grant 
expects  to  maintain  the  same  expan- 
sion rate  in  its  upcoming  fiscal  year. 

Why  has  Grant  been  able  to  ex- 
pand so  rapidly  at  a  time  when  other 
retailers  are  slowing  down?  Says  a 
Grant  vice  president:  "We  don't  build 
most  of  our  stores  in  regional  shop- 
ping centers  but  rather  in  so-called 
'communit)-  centers'  and  small  strip 
shopping  centers.  Tight  money  has 
slowed  down  the  big  regionals." 

It  didn't  slow  down  Grant,  because 
of  a  lesson  the  company  learned  a 
few  years  back.   It  got   caught  with 


inade(}uate  lines  of  short-term  credit 
during  the  money  crunch  of  1966  and 
was  forced  to  postpone  much  of  that 
year's  expansion  program  well  into 
1967.  Those  were  the  two  years  when 
Grant  had  no  earnings  increases.  This 
time  the  money  is  already  in  hand  for 
fiscal  1970,  which  means  that  sales 
growth  is  virtually  guaranteed  in  a 
business  where  more  sales  usually 
mean  more  profit. 

Follow  the  Leaders 

Grant's  long-time  strategy  has  been 
to  follow  closely  rather  than  to  lead, 
which  can  be  a  successful  approach 
in  retailing.  "There  is  very  little  here 
that  is  unique  and  that  can't  be  done 
by  everyone,"  says  Mayer,  who  him- 
self was  a  credit  manager  with  Sears 
until  the  mid-194()s.  Grant's  own  cred- 
it operation  had  its  first  small  begin- 
nings after  World  War  II,  but  has 
grown  along  with  the  company's  full- 
line  stores  until  it  now  accounts  for 
over  one-fourth  of  sales. 

Grant  has  been  content  to  emulate 


Penney  to  a  substantial  extent  in  shift- 
ing its  emphasis  from  soft-good  staples 
to  hard  goods,  furniture  and  styled 
wearing  apparel.  Like  Penney,  it  is 
in  auto  servicing  {photo  above)  and 
sporting  goods,  and  it  also  sells  the 
bulk  of  its  merchandise,  nearly  60% 
of  it,  under  private  labels.  Yet  Grant 
has  not  followed  Penney  into  the  mail- 
order lousiness. 

Grant  also  bears  a  modest  resem- 
blance to  Kresge,  in  that  many  of  its 
stores  are  free-standing  with  a  food 
supermarket  next  door.  But  Kresge 
leans  heavily  toward  national  brand 
goods  and  discounts  more  extensively. 
Furthermore,  Kresge  has  one  stand- 
ard-sized K  Mart  operation,  while 
Grant  has  three  different-sized  stores. 

Which  is  probably  the  main  reason 
President  Mayer  has  such  trouble 
with  the  security  analysts:  Grant's  ba- 
sic strategy  is  not  calculated  to  de- 
fine the  company  sharply  in  the  minds 
of  analysts  or  investors.  But  it  is  calcu- 
lated to  succeed  in  retailing,  and  that 
it  does  verv  well.  ■ 


BEAUTIFUL  EGGS,  BEAUTIFUL  BASKET- 


^ 


"Nothing  happens  until  somebody 
sells  something,"  is  a  slogan  that 
Grant's  founder,  William  T.  Grant, 
now  93,  made  famous  in  the  retail- 
ing business.  But  it's  a  slogan  that 
the  Grant  Foundation,  which  W.T. 
Grant  set  up  in  1942,  forgot  a  while 
back  when  it  got  nervous  about 
having  so  many  of  its  eggs  in  one 
basket.  The  Grant  Foundation  and 
related  trusts  own  nearly  30%  of 
the  company's  13.8  million  shares- 
worth  around  $195  million— and  so 
in  September  1968  one  of  the  ti-usts 
decided  to  put  several  hundred 
thousand  shares  on  the  market  and 
invest  the  proceeds  elsewhere. 

"Nothing    happens    until   some- 
body sells  something."  But  when 


the  trust  sold,  Grant  common  fell 
.some  six  points.  Says  a  Grant  finan- 
cial officer:  "That's  about  what  hap- 
pened when  the  Kresge  Foundation 
sold  shares  in  the  1960s.  It  hurt  the 
stock  because  people  thought  the 
company  was  running  into  trouble. 
Some  trouble  Kresge  had!" 

The  Grant  Foundation  is  now 
taking  a  more  sophisticated  route: 
It  has  worked  out  an  agreement  to 
sell  the  company  up  to  1.2  milhon 
shares  over  a  five-year  period.  The 
company  is  buying  the  foundation's 
stock  instead  of  issuing  new  stock  to 
satisfy  its  employee  stock  purchase 
plans,  which  now  require  between 
200,000  and  300,000  shares  or 
some  $11  million  worth  per  year. 
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The  Multiplied  Man 

How  to  hold  a  big  job  in  business  and  also  handle  big  pub- 
lic service  jobs?  It's  easy,  says  Citibank's  George  Moore. 


When  the  first  strains  of  Aida  filled 
New  York's  Metropolitan  Opera  House 
on  Dec.  29,  no  one  found  the  music 
sweeter  than  George  S.  Moore  of  New 
York's  First  National  City  Bank.  For 
Moore  is  not  only  chairman  of  Citi- 
bank, which  made  some  $125  million 
on  its  $21-billion  assets  last  year,  he 
is  also  president  of  the  Metropolitan 
Opera  Association.  Last  season  the 
Association  had  an  operating  deficit  of 
$3.5  million  and  opened  its  1969-70 
season  three  months  late  because  of  a 
labor  contract  dispute. 

The  one  thing  the  Met  did  not  cost 
Citibank,  however,  was  much  of 
Moore's  time.  He  has  a  system  for 
handling  his  outside  jobs  (including 
hospital  boards,  the  Spanish  Institute, 
mortgage  pools  for  slum  areas)  with- 


out interfering  appreciably  with  his 
full-time  business. 

Management  techniques  in  opera? 
we  asked.  "Sure,"  he  said.  "I  leave 
artistic  policy  and  management  entire- 
ly in  the  hands  of  Rudolf  Bing  [the 
general  manager]  and  his  staff.  I  head 
up  an  administrative  committee  that 
meets  once  a  week  or  once  every  other 
week  for  an  hour  or  so  to  review  budg- 
etary matters  and  other  things.  In  the 
past,  it  was  chaotic.  People  were  tele- 
phoning or  asking  for  decisions  all 
the  time.  I  changed  that.  I  said,  'If 
there's  a  crisis,  call  me.  Otherwise, 
save  up  everything  for  the  normal 
meetings,  then  settle  them  right  then 
and  there.' 

"Even  in  these  labor  negotiations,  I 
asked  the  board  to  agree,   and  they 


/Moore  of  >/ie  tAei 

did,  that  Mr.  Bing  would  be  solely 
responsible  for  the  negotiating,  so 
there    wouldn't   be    any   end-running 


The  Luck  of  the  Drill  Bit 

Fred  Hartley  has  risked  a  lot  on  it  His  emerging  company 
could  become  a  great  one— but  Union  needs  to  strike  it  rich. 


The  oil  slick  in  California's  Santa 
Barbara  Channel,  where  there  has 
been  too  little  oil  for  the  oil  companies 
and  far  too  much  for  the  conserva- 
tionists, means  trouble  for  Union  Oil 
Co.  of  California  (sec  box).  But  San- 
ta Barbara  is  only  one  part  of  Union's 
problem  at  this  crucial  time  in  its  his- 
tory. What  President  Fred  L.  Hart- 
ley's company  needs  most  is  a  little 
good  luck  in  finding  oil. 

Union  grosses  only  $1.5  billion  an- 
nually, and  this  puts  it  well  into  the 
second  rank  of  a  business  reigned  over 
by  Jersey  Standard  ($14  billion),  Mo- 
bil ($6  billion),  Texaco  and  Gulf 
($5  billion)-  But  Union  and  Hartley 
have  ambition.  To  build  a  first-rank 
company.  Union  has  in  the  last  two 
years  laid  out  $206  million  for  do- 
mestic exploration  leases— $77  million 
at  Santa  Barbara  and  $53  million  on 
offshore  Texas  in  1968,  and  last  year 
another  $76  million  on  Alaska's  North 
Slope.  This  bunched-up  spending, 
atop  an  already  expanded  capital 
budget,  has  strained  its  treasury.  A 
$150-million  debenture  issue  in  1968 
and  some  $70  million  in  .short-term 
paper  last  year  have  pushed  Union's 
total  debt  near  $600  million  and  its 
debt/equity  ratio  close  to  40%,  one 
of  the  highest  in  its  industry. 

What's  more,  Union  has  no  major 
oil  discovery  to  show  for  that  $206 
million.  Sure,  drilling  has  not  yet  be- 
gun   on    Union's    new    Alaska    leases. 


But  amortization  of  leases  in  Texas 
and  California  and  chargeoffs  of  dry 
holes  plus  rising  interest  have  al- 
ready trimmed  1969  earnings  10%  to 
$136  million,  or  $3.32  per  fully  di- 
luted share,  excluding  a  $19-million 
capital  gain.  A  1970  capital-spending 
program,  lower  by  $125  million  than 
1969's,  plus  higher  cash  flow  should 
blunt  the  problem  of  debt  and  inter- 
est this  year.  But  unless  oil  is  found 
in  some  quantity,  the  various  write- 
offs will  continue  to  damage  Union's 
earnings  for  the  next  three  years.  One 
of  the  most  conservative  bookkeepers 
in  the  industry.  Union  amortizes  its 
leases  rapidly  and  anticipates  80% 
failure  rates  on  drilling. 

Expensive  Honeymoon 

But  beyond  the  short-term  finances, 
lack  of  a  large  new  source  of  domestic 
oil  could  take  the  edge  off  Fred  Hart- 
ley's achievement  in  putting  Union  to- 
gether with  the  Midwest's  Pure  Oil 
back  in  1965.  This  year  is  an  impor- 
tant one  for  that  achievement.  The 
marketing  changeover  to  the  Union 
brand  name  in  Pure's  midwestern  and 
southern  territory  will  be  completed 
this  year;  Union's  new  140,000-barrel- 
a-day  refinery  near  Chicago— replac- 
ing three  former  Pure  refineries— opens 
its  doors  Apr.  15.  The  $220-million 
refinery  will  yield  annual  cost  sav- 
ings, says  Hartley,  of  "at  least  $20 
million.  Whatever  we're  able  to  earn 


in  this  economic  climate,"  he  says  with 
an  eye  on  the  $8-million  drop  in 
Union's  earnings  because  of  a  lower 
depletion  allowance  under  the  new 
tax  bill,  "we'll  be  at  least  $20  million 
better  off." 

Hartley  is  not  an  impatient  man, 
even  if  a  blunt  and  outspoken  one. 
He  has  taken  five  years  to  complete 
the  changeover  from  Pure  to  Union 
service  stations.  He  has  spent  heavily 
to  update  Pure's  refining  and  market- 
ing. But  Hartley  knows  too  the  im- 
portance of  its  own  crude  supplies  to 
any  company  that  aspires  to  major 
status,  and  he  has  bent  Union  back- 
wards trying  to  get  them.  The  ques- 
tion is  not  just  one  of  making  more 
money  by  pumping  rather  than  buy- 
ing crude;  it  is  the  crude  buyer's  vul- 
nerability to  getting  squeezed  be- 
tween rising  crude  quotations  and 
falling  prices  at  the  gas  pump. 

How  backbreaking  the  game  could 
be.  Hartley  and  Union  discovered  in 

1967,  when  the  Federal  Government 
held  lease  sales  in  the  Gulf  of  Mexico 
off  Louisiana.  Union  bid  a  total  of 
$54.3  million,  but  got  only  four  par- 
cels for  $1.2  million.  "We  didn't  bid 
high  enough,"  Hartley  admits.  So  at 
the  next  sale,  in  February  1968,  Union 
bid  $77  million  in  the  Santa  Barbara 
Channel    lease    sale.    Later,    in    May 

1968,  $52  million  went  for  leases  off- 
shore Texas  where  no  oil  to  speak  of 
has  been  found. 

Union  is  producing  24,000  barrels 
a  day  for  itself  and  three  partners  from 
Block  402  in  the  Santa  Barbara  Chan- 
nel. Says  Hartley  defensively:  "With 
our  production  from  Block  402  we 
can  get  our  money  back."  But  any- 
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around  hini  to  particular  board  mem- 
bers. Onl>  at  the  crucial  final  session 
''did  I  get  in  deeply." 

The  Business  of  Opera 

Speaking  of  management  tech- 
niques in  opera,  Moore  brought  in 
William  H.  Hadley,  retired  assistant 
treasurer  of  Standard  Oil  of  New  Jer- 
sey, to  be  the  Met's  full-time  paid 
budget  director.  "If  you  can  budget 
Standard  Oil  with  $15  billion  in  rev- 
enues," sa>s  Moore,  "you  can  budget 
the  Met  \vith  S20  million.  I  got  Had- 
ley at  a  price  we  could  afford  only  be- 
cause he  was  on  a  pension.  But  now 
we  know  where  we  are  in  our  figures 
at  every  minute  of  the  day." 

Under  Moore,  the  Met  has  even  be- 
gun to  computerize  opera  schedules: 
"Each  subscription  series  has  to  have 
each  opera  in  the  schedule;  certain 
singers  only  sing  certain  operas;  cer- 
tain singers  can  only  sing  every  third 
day  or  so;  there  are  30  or  40  com- 
ponents in  the  way  you  arrange  the 


season's  schedule.  The  computer  can 
sort  out  500,000  different  ways  of  do- 
ing it,  and  come  up  with  the  seven  or 
eight  that  meet  all  the  criteria.  For  ex- 
ample, they  said  there  was  no  way  to 
schedule  the  season  without  overtime. 
The  computer  gave  them  17  ways." 

Moore  is  also  interested  in  finding 
new  sources  of  revenue,  like  phono- 
graph records  bearing  the  Met's  pres- 
tigious name.  The  Met  experimented 
with  recordings  once  before,  but  the 
combination  of  high  wage  scales  here 
and  lower  ones  abroad  drove  the  busi- 
ness to  Europe,  especially  Italy. 
Moore  thinks  he  has  a  solution:  "We 
could  form  a  record  company,  with 
the  Opera  putting  up  the  capital.  The 
artists  would  perform  without  an 
agreed  fee.  We'd  get  somebody  to 
make  the  record,  get  someone  else 
hke  the  Reader's  Digest  [whose  co- 
founder,  Mrs.  DeWitt  Wallace,  is  an 
opera  fan]  to  distribute  it.  Then,  if  the 
record  is  a  big  success,  the  artists 
would   get  many   times   scale   rates." 


Moore  has  other  ideas  for  filming  op- 
era for  TV  or  TV  tape  cassettes. 

Moore  also  devised  a  plan  to  get 
around  this  season's  projected  $6-mil- 
lion  deficit.  Contributions  normally 
come  to  $4  million,  so  that  leaves  $2 
million  to  be  raised.  The  season  will 
be  extended  this  spring  to  make  up 
about  half  the  performances  lost  last 
fall;  subscribers  will  in  eftect  be  asked 
to  donate  the  remaining  performances 
on  a  tax-deductible  basis. 

Moore  is  the  first  to  admit  that  his 
public  service  work  has  its  advantages 
for  First  National  City.  "Look,"  he 
says,  "we  have  to  attract  people  to 
come  to  New  York  and  work.  The  kind 
of  city  this  is  affects  our  earnings,  our 
business,  our  growth." 

When  Moore  retires  from  the  bank 
next  May,  he  hopes  to  spend  more  time 
on  opera  and  other  civic  activities. 
"People  tell  me  I  should  take  it  easy," 
he  says.  "I  think  the  next  world  is  the 
place  to  take  it  easy.  If  it's  warm 
there,  I'll  take  an  airconditioner."  ■ 


thing  more  than  that  raises  the  whole 
clouded  question  of  new  drilling  in 
the  channel. 

Then,  before  Union  could  catch  its 
breath,  the  North  Slope  opened  up, 
and  Union  found  itself  laying  out  $76 
million  for  a  net  interest  of  30,484 
acres.  In  all,  it  has  a  part  interest  in 
221,000  acres  on  the  slope. 

Aiming  for  Status 

A  bemused  Hartley  compares  all  of 
this  wild  bidding  to  the  $5  million 
Union  spent  in  the  early  Sixties  for 
drilling  rights  in  Alaska's  Cook  Inlet. 
Those  properties  have  offset  the  de- 
cline in  some  of  Union's  older  Califor- 
nia properties,  and  this  year  will  pro- 
duce 48,000  barrels  a  day.  But  Cook 
Inlet  will  level  oft  at  that  amount, 
only  underlining  the  need  for  success 
on  the  North  Slope  if  Union  is  not 
to  be  just  another  marketer. 

Union  came  late  in  the  internation- 
al oil  game,  although  it  is  drilling  oft 
Dahomey  in  Africa,  producing  in  a 
partnership  in  the  Persian  Gulf  and 
has  an  attractive  exploration  off  Su- 
matra. Success  in  the  latter  could  as- 
sure Union  a  comfortable  foothold 
in  Japan,  where  it  owns  20%  of  Maru- 
zen  Oil.  'There  are  markets  in  Ja- 
pan of  good  magnitude,"  says  Hartley, 
who  feels  that  the  Japanese  will  not  let 
their  market  crowd  up  as  did  the 
European  markets  of  recent  years. 

In  aiming  for  major  status,  Hartley 
has  chosen  his  spots  well.  But  he 
knows  that  Union  will  not  become  an 
important  oil  company  without  its  own 
abundant  crude.  Heaven  knows.  Hart- 
ley has  spent  money  looking  for  it. 
Now  he  could  use  a  bit  of  luck.  ■ 


-TROUBLED  OIL,  ANGRY  WATERS' 
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Fred  Lloyd  Hartley,  the  52-year- 
old  chemical  engineer  who  heads 
Union  Oil,  is  one  of  the  oil  indus- 
try's most  outspoken  executives. 
But  when  you  mention  the  Santa 
Barbara  channel  where  a  Union 
well  blew  out  a  year  ago.  Hartley 
begins  picking  and  choosing  his 
words.  Besides  disfiguring  Santa 
Barbara's  beaches,  the  oil  killed 
3,600  water  birds  and  brought 
down  upon  Union  and  Gulf,  Texaco 
and  Mobil,  its  partners  in  the  drill- 
ing, lawsuits  totaling  $3  billion  in 
damages.  The  Federal  Government 
—which  sold  the  leases  in  the  Santa 
Bdrbara  channel  for  $603  million 
and  issues  the  drilling  permits— has 
also  received  damage  claims. 

In  appellate  court  there  is  a  re- 
quest for  an  injunction  against  any 
new  drilling  without  public  hear- 
ings. But  the  U.S.  Government- 
having  accepted  the  oil  companies' 
money— seems  intent  on  fulfilling 
its  part  of  the  contract  and  issuing 
drilling  permits.  "Let  the  Govern- 
ment pay  us  our  money  back  and 
compensate  us  for  the  oil  we've 
found,"  Fred  Hartley  says,  "and 
we'd  be  glad  to  get  out."  And  how! 
So  far  the  Santa  Barbara  leases 
rank  as  disappointments.  The  oil 
is  there,  all  right,  but  from  a  com- 
pany viewpoint  it  is  hard  to  get  at 
and  produce  in  any  commercial 
quantity. 

The  fissures  and  faults  in  the 
channel  have  in  fact  been  sending 


up  small  quantities  of  oil  for  cen- 
turies, and  oil  drilling  has  been  go- 
ing on  in  the  channel  for  seven 
years.  At  Coal  Oil  Point,  just  west 
of  Santa  Barbara,  there  is  a  natural 
seep  leaking  50  to  70  barrels  of 
oil  a  day.  When  Union's  well  blew 
out,  it  was  throwing  up  between 
500  and  5,000  barrels  a  day,  ac- 
cording to  whose  estimates  you  ac- 
cept. In  October  it  was  leaking  only 
ten  barrels  a  day,  far  less  than  Coal 
Oil  Point.  But  conservationists  are 
still  in  an  uproar.  The  difference, 
of  course,  is  that  Coal  Oil  is  off  a 
less  frequented  area  of  coast;  Un- 
ion's drilling  rigs  are  5/2  miles  off 
Santa  Barbara.  The  oil  deposits  Un- 
ion is  working  are  so  unstable  that 
last  month  when  the  company 
stopped  producing  oil  for  four  days, 
pressure  built  up,  and  more  oil 
was  spilled  on  the  waters,  which 
yielded  a  new  crop  of  screaming 
headlines. 

It  is  not  the  economic  cost  but 
rather  the  emotion  the  Santa  Bar- 
bara spill  has  generated  that  has 
Fred  Hartley  puzzled.  Union  has 
spent  more  than  $5  million  clean- 
ing up  the  mess  of  last  January, 
and  the  beaches  at  Santa  Barbara 
are  now  clean.  By  comparison  with 
some  California  beaches,  Santa 
Barbara's  are  not  that  attractive. 
"This  is  a  dissent  against  the  Es- 
tablishment," Hartley  says,  "and 
being  part  of  the  Establishment  I 
have  to  take  my  licks." 
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Cash  in  Trash?  Maybe 

A  lovely  tree  becomes  a  fine  table  setting,  but 
in  the  end  it's  just  another  form  of  garbage.  In 
such  ways  is  our  affluence  drowning  in  its  own  efflu- 
ence. Can  industry  solve  the  problem  at  a  profit? 


The  Seventies  will  be  the  Decade  of 
the  Environment— Wall  Street  has  al- 
ready proclaimed  it  as  such— and  our 
survival  as  a  nation  and  a  culture  may 
well  depend  on  our  success  in  hither- 
to unknown,  or  little  researched,  fields. 

So  little  do  we  understand  our 
wealthy  society,  for  example,  that  we 
have  allowed  garbage,  a  hazardous 
and  regrettable  diseconomy,  to  loom 
as  a  major  industry:  $5  billion  a  year, 
and  growing  as  fast  as  the  computer 
industr\'. 

So  little  do  we  understand  the  ef- 
fluence of  affluence,  that  we  have 
opened  the  door  to  further  govern- 
ment intervention  in  our  daily  lives: 
massive  Federal  Government  inter- 
vention, regulation  and  funds  may  be 
needed  to  provide  the  impetus  and  re- 
sources essential  to  an  all-out  attack 
on  solid  waste  dii^jposal  problems.  This 
intervention  would  add  hundreds  of 
millions  of  dollars  to  the  costs  of  in- 
dustry, and  to  our  tax  bills. 

So  little  do  we  understand  our  own 
role  in   environmental  problems  that 


we  exonerate  ourselves  by  asking: 
"What  can  I  do?"  and,  when  no  one 
answers,  go  on  doing  nothing. 

So  little  do  we  understand  the  tech- 
nologies of  growth  and  decay  in  Na- 
ture itself  that  strange  words  are  flood- 
ing into  our  vocabulary  for  everyday 
use,  words  like  ecology,  detritus 
or  eutrophication. 

Garbage  is  a  senior  member  of  the 
pollution  family.  Burn  it,  you  get  air 
pollution.  Dump  it  and  you  get  land 
pollution  and,  when  the  rainwater 
runs  ofl,  water  pollution.  Forbes  has 
looked  at  the  garbage  crisis  because 
it  is  literally  close  to  home:  44%  of  all 
the  nation's  wastes  go  into  the  family 
trash  can. 

Currently  America  is  spending  $5 
billion  a  year  to  do  an  important  job 
badly.  Roger  Starr,  writing  in  Hori- 
zon, caught  the  seeming  idiocy  of 
this  garbage  crisis  when  he  wrote:  "A 
famous  Soviet  leader  once  promised 
to  bury  us,  but  we  are  achieving  it 
without  his  help." 

However,    corporations    large    and 


small  are  entering  the  solid  waste  field 
with  new  hardware  and  software  ap- 
proaches to  solid  waste  handling  and 
disposal,  and  the  nation's  garbage  bill 
is  expected  to  grow  by  a  minimum  of 
at  least  20%  annually  for  the  next  few 
years.  Yet,  unless  some  solutions  are 
found,  the  Government  may  act 
against  disposables— there  are  46  bil- 
lion cans  and  48  billion  bottles  thrown 
away  each  year— perhaps  by  taxing 
goods  in  direct  ratio  to  their  "difficulty 
in  disposability "  characteristics.  Such 
an  event  would  dramatically  height- 
en research  into  the  salvaging  and 
recycling  potential  of  many  materials 
today  discarded  after  being  used  once 
—such  as  the  practically  indestructible 
100  million  auto  tires  thrown  away  an- 
nually, or  the  six  million  junked  cars 
added  each  year  to  the  nation's  scrap 
heaps. 

Even  with  today's  emphasis  many 
companies  are  gearing  up  their  re- 
search, or  have  products  on  the  market 
to  assist  in  a  national  "clean  up" 
campaign. 

Caterpillar  Tractor,  famed  for 
earth-moving,  actually  derives  almost 
10%  of  its  sales  from  dump  and  land- 
fill work.  Ogden  Corp.  built  a  $4-mil- 
lion  monster  that  chews  up  cars,  and 
spits  out  fist-sized  metal  chunks  for 
Ford's  Cleveland  foundry.  General 
Electric  scientists  have  identified  a 
particularly  potent  strain  of  trash-eat- 
ing bacteria  and  are  seeking  ways  to 
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put  it  to  work.  Penn  Central,  Illinois 
Central  and  Reading  Railroad  anxious- 
ly await  the  reality  of  garbage  rail- 
hauled  to  remote  fill  sites— which  fed- 
eral studies  promote  as  feasible.  For 
shorter  hauls,  General  Motors  is  test- 
ing in  New  York  City  its  "silent  chas- 
sis" garbage  truck. 

Carborijidum  Corp.  applied  some 
basic  steel  technology  to  garbage 
disposal,  and  its  Torrax  subsidiary  pa- 
tiently plowed  through  years  of  ne- 
gotiations "and  endless  reviews  to  pro- 
duce an  incinerator  that  Erie  County, 
N.Y.  is  buying.  Phillips  Films  Co.,  a 
subsidiary  of  Phillips  Petroleum,  has 
piloted  a  plastic-bag  substitute  for 
garbage  cans  in  several  cities.  St.  Ber- 
nard, Ohio  (pop:  6,000)  is  now  giv- 
ing the  Phillips'  "Piggie  Pokes"  free  to 
residents— because  bagged  collection  is 
26%  more  efficient  than  the  old  trash 
can  emptying  method.  Phillips  Films 
meantime  has  been  meeting  with  sani- 
tation engineers  in  Europe  with  an 
eye  to  the  market  there. 

General  Tire  and  Rubber's  subsidi- 
ary, Aerojet-General,  has  hopes  that 
Walt  Disney  World  in  Florida  will 
eventually  decide  to  install  an  Aerojet 
AVAK  system  in  that  suimy  play- 
ground. AVAK  underground  vacuum 
tubes  would  suck  trash  from  around 
the  "World"  to  a  central  collection 
point  for  removal  and  disposal.  For 
AVAK  the  Disney  publicity  alone 
could  mean  a  brisk  business  boom.  As 


it  is,  the  Martin  Luther  King  Hcspital 
in  Watts,  Cahf.  has  a  $500,000  AVAK 
collection  system  built  in.  And  a  New 
York  City  apartment  complex  may 
well  follow  suit.  Zurn  Industries  is 
now  marketing  its  German-designed 
incinerator-generator  which  can  dis- 
pose of  garbage— and  generate  steam 
—at  a  cost  of  between  $5  million  and 
$50  million  a  unit,  depending  on  the 
size  of  the  job  to  be  done.  Rollins- 
Purle,  a  subsidiary  of  Rollins  Leasing 
Corp.,  is  establishing  20  "pollution 
control  centers"  that  will  service  oil 
refinery  and  chemical  plants  in  solv- 
ing their  waste  problems. 

Everybody  (n 

Big  names  in  garbage  start  in  the 
home:  Hotpoint,  RCA,  Waste  Queen, 
GE,  Westinghouse  and  Kenmore  all 
make  sink-fitted  disposal  units.  Whirl- 
pool has  announced  its  Trash  Masher, 
an  indoors  machine  for  compacting 
household  waste  before  it  reaches  the 
garbage  can.  Grinding  along  the  na- 
tion's streets— sometimes  twice  a  week 
—are  thousands  of  compactor  trucks 
made  by  such  firms  as  Heil,  E-Z 
Pack  (of  Hercules  Gallon  Products), 
Pak-Mor,  Dempster— and  a  few  im- 
ports such  as  the  Shark,  a  piano-  and 
refrigerator-eating  garbagenaut  made 
by  Germany's  Keller  and  Knappich. 

Many  U.S.  incinerator  manufactur- 
ers—whose products  are  often  Euro- 
pean designed— look  at  the  dwindling 


landfill  and  dumping  grounds  avail- 
able and  see  a  bright  futme  for  their 
incinerators.  These  companies  include 
Combustion  Engineering  of  Connec- 
ticut, Illinois  Stoker  Co.,  Interna- 
tional Incinerators,  Hagan  Industries, 
Nichols  Engineering  &  Research,  and 
more  besides.  Smog  control  brings  in 
such  companies  as  Research-Cottrell, 
which  made  the  electrostatic  precipi- 
tator (a  particle-removing  device)  for 
the  brand-new  $14-million  Swiss- 
designed  Montreal  incinerator. 

However,  the  road  to  success  in  the 
garbage  business  is  as  messy  as  the 
road  to  the  dump  itself.  Staying  power 
is  the  prerequisite,  for  the  garbage 
game  is  a  highly  fragmented,  surpris- 
ingly emotional  and  amazingly  poli- 
tics-ridden business.  Indeed,  ex-New 
York  Sanitation  Commissioner  Samuel 
Kearing  Jr.  maintains  it  will  take  fed- 
eral regulation  to  turn  this  myriad  of 
local  business  into  "a  truly  national 
industry."  Either  regulation,  he  says, 
or  an  all-out  attack  on  pollution. 

Pollution— under  its  euphemism, 
"environmental  science"— is  a  hot  item 
on  Wall  Street  these  days.  Idea-laden, 
equipmentless  companies  can  insert 
"environmental"  in  their  corporate  ti- 
tle much  as  similarly-motivated  firms 
once  inserted  "electronics"  or  "data." 

Trash  and  junk  are  modern  prob- 
lems, not  traditional  ones.  An  affluent 
society  can  afford,  financially  at  least, 
to  throw  away  used-once  containers. 
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Sources  of  American  solid  wastes 
are  indicated  by  approximate 
percentages. 


COMMERCIAL 


26% 


INDUSTRIAL, 
CONSTRUCTION 

i      30% 


HOUSEHOLD 
44% 


Once  there  was  money  in  trash  and 
junk,  and  no  real  problem.  Poor  na- 
tions still  waste  practically  nothing. 
Household  wastes— if  any— go  on  the 
compost  heap;  food  wastes  become 
swill  for  swine.  (By  feeding  six  pounds 
of  swill  to  a  pig  you  add  one  pound  of 
pork  and  end  up  with  about  five 
pounds  of  pig  manure.)  Of  course, 
the  manure  can  become  fertilizer,  and 
does  in  poor  nations,  but  in  the  U.S. 
fanners  find  chemical  fertilizer  cheap- 
er and  easier  and— dare  one  say- 
more  pleasant  to  use. 

Millions  of  GIs  can  remember  na- 
tive populations  placing  a  premium 
on  old  gas  cans  or  food  cans  for  do- 
mestic reuse.  That  scarcity,  and  some 
of  the  economics,  have  changed  little 
in  many  underdeveloped  countries. 

Old  Chesfs,  Old  Clothes 

Some  cast-offs  long  had  a  value 
even  in  America.  Arthur  Handley,  di- 
rector of  the  New  York  State  Pure 
Waters  Authority,  explained  that  yes- 
terday's rejects  once  were  stored  in  the 
home  to  become  the  priceless  relics 
of  the  future— "the  kind  we  search  out 
in  antique  shops  today."  But  the  mod- 
ern house  has  no  storage.  He  says: 
"The  attic  is  now  a  spare  bedroom, 
the  basement  is  a  recreation  room, 
and  the  garage  holds  two  cars,  a  mow- 
er and  a  snow-blower.  Cast-offs  have 
become  part  of  the  stream  of  solid 
wastes,  and  part  of  the  municipal 
headache." 

With  a  housing  shortage  coming, 
with  the  population  exploding,  the 
garbage  problem  is  going  to  get  stead- 
ily worse.  How  can  it  be  handled  at  a 
reasonable  cost  and  without  contrib- 
uting to  the  continuing  decline  in  the 
quality  of  American  life? 


To  start  with,  says  Frank  Bower- 
man  of  Zurn  Industries:  "Applying 
those  business  practices  to  garbage 
that  we  apply  generally  to  marketing 
consumer  products,  would  alone  bring 
a  20%  to  25%  reduction  in  overall  costs 
—or  at  least,  with  present  levels  of 
funding,  a  marked  improvement  in  the 
environment  because  of  better  man- 
agement of  solid  waste." 

Clifford  Goldman,  acting  executive 
director  of  the  N.J.  Hackensack  Mead- 
owlands  Commission— the  18,000-acre 
Meadows  long  have  been  a  mecca  for 
dump  and  landfill  operators— explains: 
"We  can  manage  garbage  with  exist- 
ing technologies;  we  should  be  de- 
signing a  system."  Cliff  Goldman  is 
convinced  that  "this  is  computer  time- 
sharing all  over  again.  Collection-shar- 
ing, transportation-sharing,  and  incin- 


Last  year  Americans  threw  away 
5.3  pounds  a  day  of  solid  wastes— 
nearly  a  ton  a  year.  This  includes 
all  solid  wastes:  household,  com- 
mercial and  industrial. 


1920 


1969 


1980 


eratioM-sharing  are  components  of  a 
methodology  yet  to  be  applied."  What 
he  means  is  that  time-sharing  allows 
many  people  to  use  a  facility  just  part 
of  the  time— not  everyone  has  to  own 
an  expensive  computer  to  use  one. 
Goldman  sees  a  need  for  the  same 
type  of  entrepreneurial  organization 
man  in  the  solid  waste  disposal  field, 
someone  who  can  line  up  existing 
technologies— and  the  customers  to 
share  in  their  benefits. 

Certainly,  there's  money  to  be  made 
even  discitssing  garbage  "software": 
the  Federal  Bureau  of  Solid  Waste 
Management  last  year  spent  15%  of  its 
$15-million  budget  just  on  studies. 
Companies  like  TRW  and  Aerojet- 
General,  Combustion  Power  and  Com- 
bustion   Engineering    were    paid    to 


survey  or  research  everything  from  ex- 
isting "solid  waste"  literature  to  the 
potential  application  of  jet  engine 
technology  to  refuse  incineration.  Uni- 
royal  Chemical  received  $47,000  to 
study  methods  of  combating  the  prob- 
lems waste  rubber  creates;  the  Nation- 
al Canners  Association  has  been 
granted  $57,000  to  study  wastes  cre- 
ated by  its  own  industry. 

Richard  D.  Vaughan,  director  of 
the  Solid  Waste  Management  Bureau, 
believes,  however,  that  industry 
should  study  disposal  problems  as  part 
of  its  own  product  research  and  de- 
velopment, using  its  own  funds. 
Vaughan  warns  that  unless  industry 
comes  up  with  its  own  solution,  the 
Federal  Government  "will  have  to  reg- 
ulate, because  there  is  no  alternative." 
He  means,  of  course,  that  the  same 
companies  that  produce  disposable 
packaging  so  efficiently  also  should 
come  up  with  ways  of  getting  rid  of 
the  residue.  An  official  of  Health, 
Education  &  Welfare  puts  it  this  way: 
"We  can  afford,  as  a  society,  the  con- 
venience of  throwaway  bottles  and 
cups  and  beer  cans,  but  can  we  afford 
the  mess  they  make?" 

The  answer  is  a  resounding  "No." 
In  terms  of  salvage  alone  the  nation 
is  losing  money  and  resources.  The 
newspaper  industry  has  shown  how 
much.  In  1969  newsprint  worth  $45 
million  was  made  from  recycled  scrap 
paper  and  old  newspapers.  That  saved 
five  million  trees  from  the  pulp  mills. 

The  gigantic  automobile  cmshers, 
such  as  the  Luria  facility  in  Cleveland, 
are  able  to  make  a  profit  compacting 
or  shredding  metal  for  reuse  by  steel 
mills  both  in  the  U.S.  and  over- 
seas—once a  system  has  been  estab- 
lished. And  salvaging  is  just  one  way 


The  household  garbage  can  breaks 
down  into  the  following  major 
categories  of  waste  materials: 
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of  cutting  down  on  the  disposal  costs. 
Systems  approach  advocates  claim 
fhe\  ha\  e  alread)'  found  ways  of  doing 
the  job  more  cheaply.  Their  studies 
haN  e  shown  how  to  eliminate  the  cost- 
ly compactor  truck  being  used  for 
wcfrk  other  than  compacting:  Instead 
of  having  it  cruise  the  streets,  it  can 
act  as  a  '"factory  ship"  and  compact 
garbage  brought  to  it  b\  smaller, 
cheaper  and  more  economical  trucks. 
This  is  being  done  in  Wichita  Falls, 
Texas,  as  the  result  of  a  Bureau  of 
Solid  Waste  demonstration  grant.  To 
save  the  compactor  truck  from  making 
long  hauls  to  the  dump  or  landfill, 
transfer  stations  are  recommended.  At 
the  stations  trucks  better  ecjuipped  for 
hauling  large  quantities  long  dis- 
tances take  on  garbage  from  several 
compactors  and  let  the  compactors  re- 
turn to  their  specialized  job. 

New  Cons  for  Old 

Bagged  garbage— in  either  paper  or 
plastic  bags— is  one  way  of  speeding 
up  collection.  E.C.  Walton,  operations 
director  for  Scarborough,  Ontario, 
found  that  garbage  collection  was  26? 
faster  ulien  men  handled  bags  instead 
of  cans.  That  26%  means  something 
in  an  industr>  with  .337, ()()()  work- 
ers (53?  publicK  employed)  operat- 
ing 93. 000  compactor  trucks  (wortli 
sio.OOO  to  S30,()()()  each)  and  179,000 
other  vehicles.  Scavengers  annually 
manhandle  millions  of  garbage  cans— 
W  heeling  Steel  alone  sells  3  million  a 
year— in  a  19th  century  approach  to 
a  problem  yet  unsolved  in  an  age  of 
dizzying  technological  development. 

Westvaco  and  St.  Regis  are  two 
companies  making  stead\  inroads  with 
paper  trash  sacks— presentlv  limited 
mainly  to  commercial  uses  because 
cost  is  a  factor.  But  as  acceptance 
increases,  the  price  of  garbage  bags— 
either  paper  or  plastic— ma\  well  edge 
out  the  traditional  garbage  can. 

The  most  common  garbage  disposal 
s\stem  toda\  is  the  open-dump  meth- 
od that  propelled  Arlo  Guthrie  and 
"Alice's  Restaurant"  to  national  prom- 
inence. Burial  can  include  sanitary 
•landfill,  a  dump  with  a  blanket  of 
earth  over  it.  Landfill  is  often  accu- 
rateK— but  sometimes  euphemistically 
—described  as  "reclamation,"  in  a 
trade  full  of  pejorative  nouns,  verbs 
and  adjectives.  The  New  York  World's 
Fair  was  in  part  built  on  a  landfill 
site,  and  visitors  to  Montreal's  Expo 
parked  on  one.  Landfill  has  filled  in 
part  of  San  Francisco  Bay— as  con- 
servationists are  just  beginning  to  dis- 
cover—and New  York's  barge-supplied 
Fresh  Kills  site  on  Staten  Island  is 
the  largest  landfill  in  the  country.  Only 
Jamaica  Bay  remains  for  potential 
New  York  landfill  of  any  great  size, 
but  the  marsh  lovers  and  outdoors  en- 


Pore  Garbage.  Perhaps  fhere  is  no  essence  of  garbage,  but  in- 
creasingly the  fight  to  dispose  of  solid  wastes  is  being  tackled  in  lab- 
oratories around  the  nation.  This  research  chemist  at  General  Electric 
is     working     on     a     strain     of    potential     garbage-gobbling     bacteria. 


thusiasts  have  already  begun  to  close 
ranks  around  the  Bay. 

With  land  becoming  so  scarce,  and 
expensive,  the  rail  hauls  from  metro- 
politan areas  to  jettison  garbage  into 
abandoned  mines  and  strip-mine  gul- 
lies make  some  sense— except  to  those 


people  who  happen  to  live  nearby. 
Burial  at  sea  is  one  thrust  that 
can  conceivably  create  more  trouble 
than  it  is  worth  in  internecine,  inter- 
state and  international  friction,  not  to 
mention  the  outcry  from  antipollu- 
tion forces.   But  waterborne  garbage 
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to  less-populated  landfill  areas  has 
companies  such  as  DiUingham  Corp., 
in  San  Diego,  more  than  interested. 
The  company  is  surveying  ocean  dis- 
posal as  now  practiced  in  the  U.S., 
defining  problem   areas. 

One  way  to  get  more  mileage  out 
of  the  land  is  to  compact  the  garbage 
first.  On-site  stationary  garbage  com- 
pactors—often designed  by  municipal 
engineers— are  becoming  increasingly 
common,  but  the  field  mainly  has  en- 
tries only  from  small  local  companies 
participating  in  demonstration  proj- 
ects. The  Heil  Co.  is  now  building 
garbage  grinders  under  a  Cerman  li- 
cense for  a  municipal  demonstration 
project  in  Madison,  Wis. 

Zurn's  Frank  Bowerman,  foimer  as- 
sistant chief  engineer  for  the  Los  An- 
geles County  sanitation  districts,  has 
been  involved  in  some  avant-garbage 
dumping  himself.  The  L.A.  County 
group  transformed  a  70-acre  open  pit 
into  a  botanical  garden,  and  has  land- 
filled  gullies  to  produce  golf  courses. 

High-Rise  Garbage 

The  converse  of  burial  is  building, 
and  esthetically  dressed  mountains  of 
garbage— perhaps  to  be  "remined"  for 
their  metals  generations  from  now— 
are  an  alternative  to  landfill.  Du  Page 
County,  111.  is  building  a  ski-slope  on 
a  hill  of  earth-covered  garbage;  and 
Virginia  Beach,  Va.  is  building  an 
amphitheatre  on  solid  waste,  and  in- 
corporating a  soap  box  derby  run. 
For  the  immediate  future,  at  least, 
dumping  and  sanitary  landfill  will  con- 
tinue as  prime  disposal  methods  for 
the  majority  of  American  communities. 

Gaining  ground  rapidly— from  sheer 
necessity  based  on  the  lack  of  metro- 
politan-area landfill  sites— is  the  city 
incinerator,  the  third  solid  waste  dis- 
posal technique. 

There  are  about  300  incinerators  in 
America,  many  of  them  woefully  in- 
efficient—except as  air  polluters.  Mod- 
ern designs,  an  "incinerator  technol- 
ogy" approach,  is  gradually  making 
available  new,  sophisticated  products 
which  can  cost  from  $1  million  to  $50 
million— depending  on  uses  and  the 
size  of  the  population  to  be  served. 

New  York  City  has  plans  to  build 
two  $50-million  incinerators— one  in 
the  South  Bronx  area,  and  the  other 
at  the  Brooklyn  Navy  Yard.  Mon- 
treal's $14-million  downtown  inciner- 
ator is  currently  the  most  modern  in 
North  America— and  Montreal's  Jean 
V.  Arpin,  head  of  municipal  services, 
also  is  president  of  the  Institute  of 
Solid  Wastes  of  the  American  Public 
Works  Association.  Among  the  com- 
panies involved  are  Secant  Construc- 
tion Co.,  Dominion  Bridge  Co.,  and 
Re-search-Cottrell. 

Arpin— and  his  chief  engineer  and 


project  director,  George  Sherl— ex- 
plained to  Forbes  that  he  hopes  the 
incinerator  will  pay  its  $l-million-a- 
year  operating  costs  out  of  its  by- 
products. The  1,200-1,500  tons  of  gar-" 
bage  burned  each  day  in  the  four-fur- 
nace monster  will  produce  steam  to  be 
sold  commercially  for  "industrial  uses. 
In  other  parts  of  the  continent  that 
same  steam  could  generate  electricity, 
but    Quebec's    hydroelectric    capacit\' 


Systems  approacti  to  incineration 
has  resulted  in  by-products  which 
could  pay  annual  operations  costs 
of  big-city  incinerators. 


makes  it  more  profitable  for  the  incin- 
erator to  sell  the  steam.  Scrap  metal 
from  the  garbage— an  estimated  20 
tons  a  day— will  be  sold,  probably  to 
metal  refineries.  The  cindered  remains 
of  the  garbage  will  be  sold  very 
cheaply  initially,  "while  we  develop 
uses  for  it,  and  encourage  others  to  do 
so,"  Arpin  stated. 

Given  enough  contracts,  Montreal's 
incinerator    could    pay    its    operating 


costs  by  selling  50%  of  the  steam  it  can 
generate.  Because  garbage  is  an  un- 
reliable fuel  in  terms  of  caloric  con- 
sistency, the  incinerator  includes  an 
oil-burning  process  to  ensure  the  cus- 
tomer of  his  steam  supply.  The  oil^ 
burner  would  be  turned  on  when. the 
combustible-content  of  the  garbage  is 
low.  Particularly  pressing  on  Mon- 
treal, because  of  downtown  location, 
is  the  need  to  keep  air  pollution  to  a 
minimum.  And  even  the  most  finicky 
'diner,  lunching  at  Altitude  737's  buf- 
fet-midi,  would  not  be  discouraged 
from  his  stuflFed  trout  by  the  two  thin 
wisps  of  smoke  from  the  two  258- 
foot  chimneys  four  miles  away.  A  bat- 
tery of  electrostatic  precipitators,  wa- 
ter-washed smoke  and  cinders,  and 
water  recycHng  equipment  are  three 
major  antipollution  processes  included 
in  the  Montreal  plant. 

The  Montreal  setup,  if  it  develops 
no  incurable  bugs,  could  be  a  real 
victory  for  incineration  against  land- 
fill. "Once  committed  to  incineration 
over  landfill,"  ex-Commissioner  Rear- 
ing believes,  "many  municipalities 
could  find  their  incinerator  construc- 
tion program  rivaling  their  school 
construction  costs— in  terms  of  keep- 
ing pace  with  the  demand." 

Bowerman  agrees,  and  sees  nation- 
wide investments  in  incineration  total- 
ling at  least  a  half-billion  dollars— 
"even  without  being  pie  in  the  sky 
about  it"— in  the  next  decade  or  so. 
The  Rollins-Purle  people  describe  in- 
dustrial waste  handhng  in  toto  re- 
quiring expenditures  of  $30  billion- 
$40  billion  over  the  next  five  to  ten 
years.  Little  wonder  that  businessmen 
and  Wall  Streeters  alike  are  drooling. 

The  fourth  method  of  disposal, 
composting  and  recycling,  does  not  so 
much  "dispose"  as  preserve.  But  here, 
too,  is  a  huge  potential  market  for 
grinding-moistening-stirring  machines 
—such  as  that  manufactured  by  Co- 
bey  of  Crestline,  Ohio— assuming  the 
industry  is  subsidized.  Composting 
is  the  process  by  which  the  garbage 
is  sorted,  and  metals,  paper,  plastics 
and  other  marketable  salvage  is  re- 
moved. The  remaining  garbage  is 
oven  "cmed"  for  three  to  ten  da\'s, 
in  imitation  of  the  gardener's  humus 
pile.  The  "cured"  garbage,  is  a  good 
soil  conditioner. 

The  compost  is  excellent  for  high- 
quality  horticulture.  The  Zuider  Zee 
and  its  famous  tulip  beds  are  solid 
compost.  But  as  an  economic  and  use- 
ful service  in  the  U.S.,  only  govern- 
ment subsidy  could  save  compost  as 
an  effective  system  of  solid  waste  dis- 
posal. Bowerman  believes  that  the 
Federal  Government  should  buy  com- 
post to  spread  on  highway  borders 
and  median  strips,  and  to  condition 
federal  and   other  public  land.   This 
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^eople  used  to 

Talk  to  the  Man  from  Talcott 
:)nly  about  finance  but  now 
:hey  might  also  be  talking 
about  Talcotfs  dynamic 
iversification. 


urprise.  Talcott,  since  1854 
leader  in  factoring  and 
:ommercial  financing,  has  been 
xanching  out  in  several  important  ways. 

Naturally  there  was  a  logical  extension 
)f  our  money-oriented  activities— 
nnovating  new  services  for  our 
:ustomers  in  many  industries.  Going  into 
computer  leasing— adding  special  services 
to  help  our  customers  make  the  most  of  it. 
Developing  new  inroads  into  neighboring  areas  of  the  financial  world. 

We  also  set  ourselves  up,  corporately  speaking,  to  go  much  further. 
That's  when  we  became  Talcott  National  Corporation. 

Since,  weVe  been  growing  .so  well  and  so  fast  if  s  even  hard  to  keep 
our  shareholders  up  to  date.  And  though  they  may  know  that  you  can 
also 'Talk  to  the  Man  from  Talcott'' about  leather  tanning  or  materials 
handling,  they  might  not  know  such  conversations  could  include  the 
basic  ingredient  for  one  of  the  nation's  leading  desserts. 
I     The  new  Talcott  dynamism  has  increased  our  assets  from 
$600milliontoour  current  $800  million.  And  there's  lots  more  coming. 


MIcott 


TALCOTT  NATIONAL  CORPORATION 

1290  Avenue  of  the  Americas,  New  York,  N.  Y.  10019 

James  Talcott,  Inc.:  Commercial  and  industrial  financing  •  James  Talcott  Factors:  Factoring  ■  Talcott  Computer  Leasing:  Leasing  of  computers  and 
peripheral  equipment  •  City  Finance  Company:  Consumer  financing  ■  Talcott  Inter-American  Corp.:  Industrial  financing   (Puerto  Rico) 
Tal-Star  Computer  Systems,  Inc.:  Computer  systems  — programming  and  management  •  Beggs  &  Cobb  Incorporated:  Leather  processing- 
tanning  and  by-products  •  Lift  Parts  Mfg.,  Inc.:  Manufacturers  of  parts  for  lift  trucks. 
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would  upgrade  the  soils  and  provide 
a  satisfactory  solution  for  disposing  of 
much  garbage— though  only  60%-70% 
of  residential  trash  is  compostable. 

Though  its  supporters  vociferously 
claim  composting  as  the  only  "true" 
recycling  method— and  therefore  the 
best— even  the  Dutch  are  finding  the 
process  too  expensive,  and  are  switch- 
ing more  to  incinerators.  Moreover, 
in  many  countries  there  is  only  so 
much  soil  conditioner  needed.  Japan 
has  closed  its  composting  plants,  and 
Glasgow,  Scotland  changed  plans 
from  composting  to  straight  incinera- 
tion a  year  or  two  ago.  Nevertheless, 
under  certain  conditions,  composting 
can  provide  an  additional  outlet  for 
"garbage,"  as  Jerome  Goldstein  in  his 
book,  Garbage  As  You  Like  It,  stead- 
fastly shows.  Israel,  for  example,  com- 
posts 90%  of  its  garbage. 

Lockheed  Aircraft  went  through  a 
composting  experience  and  emerged 
unenthusiastic.  The  company  sold  its 
Salvage  &  Conversions  Systems,  Inc., 
in  Shawnee,  Okla.,  to  Westinghouse, 
in  1963— and  an  earthy  in-house  sou- 
briquet from  the  process  dropped  out 
of  circulation  among  Lockheed  execu- 
tives. Westinghouse  has  held  on  grim- 
ly to  its  Shawnee  facility  (now  Inter- 
national Disposal  Corp.)  and  to  a  sis- 
ter plant  in  St.  Petersburg,  Fla.,  in 
order  to  stay  in  the  field. 

Not  surprisingly,  the  Japanese  too 
are  researching  the  garbage-disposal 
marketplace.  Tezuka  Kosan  Co.  Ltd. 
is  touting  its  refuse  compression  sys- 
tem as  a  metal-masticating  marvel  ca- 
pable of  compacting  everything  into 
bales  suitable  for  nobody-is-certain- 
what.  Another  Japanese  company  is 
working  on  a  "car  cooker"  or  "car- 
becue"  which  would  melt  away  the 


Moondump?  Almosi.  Since 
the  stari  of  fhe  space  age 
the  cosmos  has  begun  to 
suffer  from  disposables  too. 
In  addition  to  "space  junk" 
still  floating  around  the  uni- 
verse, the  U.S.'  lunar  mis- 
sions recently  dumped  on 
the  moon  such  disposables 
as  leftover  rock  bags,  back 
packs,  hand  power  tools, 
packing  material,  urine  bags 
and  several  hundred  million 
dollars  worth  of  the  most 
technologically  advanced, 
one-way,  no-deposit-no-re- 
turn containers  (called  lunar 
modules)  ever  developed. 


different  metals  contained  in  the  car 
as  it  travels  through  melting  cham- 
bers of  various  temperatures.  The  fer- 
rous hulk  then  would  be  crushed  in- 
to a  bale. 

Such  disposal  ideas  may  not  be  as 
ludicrous  as  a  first  glance  suggests. 
Often  all  that  is  lacking  to  make  them 
practical  is  money— millions  of  dollars. 
Suggestions  range  from  plans  to  build 
the  fourth  New  York  area  jetport  on 
•  ,a  foundation  of  garbage  dumped  on 
offshore  shallows,  to  seeing  composted 
garbage  strewn  over  the  deserts 
which  could  then  be  irrigated  back 
to  life. 

The  garbage  game,  in  short,  is  not 
lacking  in  players:  North  American 
Rockwell  has  formed  a  new  company 
called  Enviiotech;  the  Pullman  Co. 
maintains  that  cars  with  hinged  cov- 
ers and  sides  could  allow  side  loading 
and  unloading  of  rail-haul  garbage; 
and  a  man  named  Harold  Koenig  has 
been  giving  interviews  from  Miami  to 
New  York  to  publicize  his  Ecological 
Science  Corp.,  a  small  company 
($23.2-million  revenues,  with  1969 
nine-month  earnings  of  50  cents  a 
share)  buying  even  smaller  companies. 

For  all  of  this  activity,  trash-collect- 
ing remains  essentially  in  the  (motor- 
ized) horse-and-buggy  stage.  One  rea- 
son is,  very  simply,  money.  Where  is  it 
coming  from?  Almost  certainly  it  will 
have  to  come  from  the  Government  or 
governments— whose  tax  systems  are 
already  groaning  under  demands  for 
better  schools,  better  transportation, 
better  police,  better  housing  and  bet- 
ter pollution  control. 

As  a  social  menace  garbage— dis- 
organized and  disreputable— has  at- 
tracted the  worst  elements  of  organ- 
ized crime,  has  created  legitimate 
businesses  for  the  "mob"  overnight, 
and  is  in  that  seamy  area  in  which 
one  man's  political  pahonage  can  be 
another  man's  job.  Few  major  cities  in 
the  nation  have  not  had  a  "garbage 
scandal"  in  terms  of  Mafia  activities 
or  political  payoffs. 

Little  wonder,  either,  that— given 
the  nature  of  their  role— honest  gar- 
bagemen  face  the  additional  problem 
of  defaced  status  in  the  community. 
Hauling  garbage  cans  is  hard,  dirty 
and  disagreeable  work.  Who  will  do 
it  in  the  future  as  the  sons  of  the 
present  generation  of  garbage  men 
raise  their  aspirations  in  the  peculiarly 
American  pattern  of  social  mobility? 

Industry,  then,  is  right  to  be  pre- 
occupied with  developing  hardware 
and  systems  to  handle  the  problem. 
The  taxpayer  had  better  steel  himself 
to  pay  the  tab.  Otherwise  our  great 
industrial  civilization  may  end  up  bur- 
ied under  mountains  of  unsightly,  in- 
jurious and  unwanted  garbage.  A  de- 
pressing thought,  but  a  realistic  one.  ■ 
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Getting  with  It 


There's  nothing,  the  British  are  learning,  to  keep 
top-grade  science  from  also  being  profitable. 


)R  A  PEOPLE  whom  Napoleon  once 
lissed  as  a  nation  of  shopkeepers. 
je  British  in  retent  \ears  have  often 
lenied  uncommonh  reluctant  to  ex- 
loit  the  commercial  possibilities  of 
ieir  superb  intellectual  resources.  For 
[stance,  the  great  atomic  facilit\-  at 
larwell  ranks  as  one  of  the  world's 
remier  scientific  establishments;  \et 
the  commercial  application  of  atom- 
energy,  Britain  has  not  even  been 
the  running.  .At  her  ten  atomic  pow- 
stations  Britain  has  admittedly  gen- 
Irated  more  nuclear  power  than  any 
Ither  countr>.  the  U.S.  included.  But, 
Ixcept  for  two  reactors  sold  to  ItaK 
Ind  Japan,  Britain  never  succeeded  in 
lelling  an\  nuclear  facilities  outside 
|he  United  Kingdom. 

.\ll  this  is  beginning  to  change. 
Jritain's  .Atomic  Energv  Authoritv  has 
new  chainnan.  Sir  John  Hill,  and  if 
nil  has  his  way,  .AE.A's  S69()  nullion 
in  nuclear  assets  will  henceforth  be 
briented  toward  commercial  ends. 
Z\en  Harwell  is  being  realigned. 
["Harwell  had  become  like  a  uni\ersit\ 
[science  department,"  Hill  says.  "But 
[they're  now  trving  to  do  more  and 
Imore  work  with  commercial  value— 
[even  long-term  research." 

Hill  concedes  that  AEA  has  never 
Imade  anv  monev  on  reactors— after  all. 


even  the  Americans  haven't  done  that. 
But  there  is  money,  he  says,  to  be 
made  in  nuclear  fuel.  Which  is  whv* 
Hill  plans  to  set  up  AEA's  nuclear- 
fuel  business  as  a  separate  profit-mak- 
ing corporation  and  to  sell  a  minoritv' 
interest  to  priv  ate  industry . 

The  fuel  business.  Hill  says,  is  al- 
ready growing  more  lapidly  than  the 
reactor  business.  "There's  going  to  be 
a  steadily  increasing  demand  for  nu- 
clear fuel,"  he  savs,  "and  the  signs  are 
that  we  are  just  at  the  takeoff  point. " 
Last  year,  AEA  did  only  $60  million 
worth  of  fuel  business.  But  by  1980, 
the  total  l^S.  and  European  market 
should  be  consuming  close  to  $1.5  bil- 
lion worth  of  fuel  annualK,  split  al^out 
evenlv  between  the  two  areas.  "We  re- 
gard this  as  a  commercial-industrial 
business,"  Hill  says,  "and  I  don't  be- 
lieve, with  these  advanced  technolo- 
gies, that  it  can  stay  within  national 
boundaries." 

AEA,  at  least,  has  already  begun  to 
cross  them.  Last  June  it  joined  Chi- 
cago-head()uartered  CD.  Searle  in 
forming  Amer.sham/Searle  Corp.  to 
market  and  perhaps  manufacture  ra- 
dio-isotopes in  the  U.S.  .More  recently 
it  worked  out  an  agreement  to  share 
its  nuclear-fuel  knowhow  with  Gulf 
General  Atomics,  whose  ambitions  in 


atomic  energy  are  considerable.  Inter- 
governmental agreements  rule  out  di- 
rect sales  of  nuclear  fuels  between  the 
U.S.  and  Britain,  but  Gulf  and  AEA 
hope  to  circumvent  that  with  a  jointly 
owned  U.S.  manufacturing  plant.  Giv- 
en Gulf's  ambitions,  the  agreement 
could  even  provide  a  backdoor  into 
the  reactor  hardware  market.  "It's 
important  for  us  to  invade  the  Ameri- 
can market, "  Hill  says.  "We  don't  ex- 
pect to  get  any  substantial  proportion, 
but  in  such  an  enormous  market,  even 
the  crumbs  are  worth  having." 

AEA  is  expanding  in  Europe  as 
well.  It  already  has  joint  operations  in 
such  countries  as  Italy  and  Germany; 
has  picked  up  nuclear-fuel  contracts 
in  Holland,  Spain,  Switzerland,  Italy 
and  Sweden  to  service  U.S. -designed 
reactors;  and  has  entered  the  "yellow- 
cake"  (uranium  hexafluoride )  fuel- 
preparation  business  with  a  contract 
to  supply  Germany's  first  two  reactors. 
Hill's  emphasis  is  on  joint  operations. 
"Most  countries  want  to  control  their 
nuclear  fuel  supplies, "  he  says.  "If  you 
grab  too  much  of  the  business,  the 
fences  will  be  erected  against  you." 

Hill  even  has  ambitions  of  entering 
the  fuel-enrichment  business,  now 
dominated  by  the  Atomic  Energy 
Commission's  giant  facilities  in  Tennes- 
see, Kentucky  and  Ohio.  But  AEA, 
West  Germany  and  Holland  are  work- 
ing on  a  new  centrifuge  process  whose 
low  cost  could  conceivably  open  up  a 
market  worth  hundreds  of  millions  of 
dollars  within  a  decade.   ■ 


Automatic  Replenisher.  This  experimental  fast-breed- 
er reactor  at  Dounreay,  England  yields  only  a  small 
amount  of  power— 1  1 ,000  kilowatts  vs.  over  1  million 
for    large    conventional    or    nuclear   plants— but    it    has 


the  advantage  of  creating  more  fuel  while  consuming 
it.  The  reactor  core  is  surrounded  by  a  "blanket"  of 
natural  uranium.  Some  neutrons  reach  the  uranium 
blanket,  where  they  produce  more  plutonium  for  fuel. 
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Lucky  Lubrizol 


Lubrizol  may  have  the  closest  thing  to  a  monop- 
oly: a  near  monopoly.  Which  may  be  even  better. 


Forty-two  years  ago  a  half-dozen 
enterprising  Clevelanders  pooled  re- 
sources, rented  a  garage  on  the  south- 
east side  of  town,  and  went  into  busi- 
ness producing  lubricants  used  to 
keep  automobile  leaf  springs  from 
squeaking.  The  company  grew  up  to 
be  the  Lubrizol  Corp.,  world's  leading 
producer  of  chemical  additives  put  in 
at  the  refinery  to  improve  the  per- 
formance of  motor  oil,  gasoline  and 
other  petroleum  products.  Today 
Lubrizol  produces  over  300  different 
products,  grosses  better  than  $160 
million  in  sales  and  earns  more  than 
$18  million  annually. 

Lubrizol  went  public  early  in  the 
Sixties,  but  unlike  the  proprietors  of 
many  other  newly  public  companies, 
Lubrizol's  controlling  family  {see 
box)  did  not  sell  out  just  before  the 
company  peaked  out.  Far  from  it. 
Since  1962  Lubrizol's  sales  have  more 
than  doubled,  and  its  net  income 
more  than  tripled.  Over  the  same 
period,  its  common  stock  went  from 
a  little  over  5  to  over  60;  and  this 
year,  although  the  market  itself  has 
fallen  sharply,  Lubrizol  has  continued 
to  set  new  highs. 

Selling  at  38  times  earnings,  Lubri- 
zol has  the  kind  of  multiple  you  ex- 
pect from  the  IBMs  or  Polaroids  of 
the  world.  In  fact,  that  is  exactly 
what  Lubrizol  is.  Without  quite  be- 
coming one,  Lubrizol  has  most  of  the 
advantages  of  a  monopoly  and  few  of 
the  disadvantages.  Admittedly,  it  pro- 
duces only  25%  of  the  world's  chemi- 
cal additives.  But  if  you  except  the 
additive  output  of  the  big  oil   com- 


panies—Esso,  Texaco,  Shell,  among 
others— Lubrizol's  market  share  rises 
to  roughly  40%.  Since  Monsanto,  with 
perhaps  4%  of  the  market,  withdrew 
from  the  business  last  year,  Rohm 
&  Haas  offers  the  only  real  competi- 
tion Lubrizol  has.  The  rest  of  the 
market  is  fragmented  among  numer- 
ous small  producers. 

Thus  Lubrizol  calls  the  tune  in 
much  of  the  additive  business,  and 
that  can  mean  higher  selling  prices— 
by  coincidence,  with  Monsanto  out  of 
the  running,  Lubrizol  promptly  raised 
its  prices  4%  to  5%— and  higher  profit 
margins.  For  this  reason,  Lubrizol 
boasts  some  of  the  highest  returns  in 
U.S.  industry-11%  on  sales,  22%  on 
stockholders'  equity. 

How  To  Do  It 

Lubrizol's  commanding  position  in 
the  market  is  hardly  an  accident.  It 
is  the  result  of  a  series  of  decisions 
that  over  the  years  gave  it  a  continu- 
ing edge  on  its  competition.  Lubri- 
zal's  first  best-seller  was  a  break-in 
oil  for  new  automotive  engines,  and 
its  success  depended  in  part  on  the 
patent  protection  that  prevented  its 
competitors  from  duplicating  it.  In  the 
years  that  followed,  Lubrizol  ac- 
quired a  series  of  crucial  patents— now 
more  than  600  in  the  U.S.  and 
abroad— on  which  the  company's 
product  line  is  largely  based. 

Related  to  this  was  the  decision 
Lubrizol  made  in  the  late  Thirties  to 
get  out  of  the  retail  end  of  the  lubri- 
cation business  and  to  concentrate  on 
additives  alone.  At  that  time  the  retail 


No  Sale.  Lubrizol  has  chosen  fo  manufacture  the  additives  that  are 
its  basic  business  and  leave  the  marketing  to  others.  Thus,  a  hand- 
ful of  sales  engineers  generated  last  year's  $1 60-odd  million  in  sales. 
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lubricant  business  was  dead  anyway; 
independents  like  Lubrizol  were  es- 
pecially vulnerable;  and  Lubrizol  was 
competing  mainly  with  its  own  ad- 
ditive customers.  And  so,  instead  of 
funneling  its  resources  into  market- 
ing, Lubrizol  funneled  them  into  re- 
search and  manufacturing.  On  the  one 
hand,  this  served  to  make  Lubrizol  the 
industry's  most  efficient  producer.  On 
the  other,  it  provided  the  impetus 
for  Lubrizol's  research  and  testing 
.  program,  which  absorbs  8%— 9%  of 
sales  annually  and  which  is  responsi- 
ble for  Lubrizol's  product  line. 

In  the  Fifties,  Lubrizol  decided  the 
time  was  ripe  to  accelerate  expansion 
abroad,  partly  by  exporting  from  the 
U.S.  and  partly  by  building  its  own 
production  facilities.  Lubrizol  moved 
just  as  the  European  auto  market  be- 
gan its  phenomenal  expansion  and  as 
U.S.  oil  companies  were  moving  in  to 
cash  in  on  its  growth.  Today,  some- 
thing like  55%  of  Lubrizol's  sales 
comes  from  abroad. 

Lubrizol  has  one  major  weakness: 
its  inordinate  dependence  on  a  hand- 
ful of  large  customers— the  ten  largest 
account  for  44%  of  its  revenues,  with 
one  said  to  be  responsible  for  10%. 
Hence  Lubrizol  remains  vulnerable 
to  defection  by  its  major  customers. 
It  is  less  vulnerable,  however,  than 
it  was  in  the  late  Fifties  when  Texaco 
went  into  the  business  for  itself  and 
sent  Lubrizol's  earnings  reeling.  Since 
then,  the  number  of  independent  sup- 
pliers has  dwindled  sharply,  and  Lu- 
brizol's size,  efficiency  and  technical 
skill  are  formidable  enough  to  make 
even  a  big  oil  company  think  twice 
before  setting  up  additive  operations 
of  its  own. 

Even  so,  Lubrizol  has  been  trying  to 
lessen  its  dependence  on  the  oil  in- 
dustry. A  few  years  ago  it  began  do- 
ing major  research  in  polymer  chem- 
istiy  and  came  up  with  Lubrizol 
DAA,  a  reactive  vinyl  monomer  for 
use  in  textiles,  paints,  papers  and 
plastics  to  promote  adhesion  and 
l)onding  to  glass,  ceramics,  rigid  vinyl, 
moist  concrete  and  cellulosics.  Lu- 
brizol will  get  a  multimillion-dollar 
plant  into  production  this  year,  and 
has  high  hopes  of  winning  a  place 
for  itself  in  a  new  market. 

But  whether  it  does  or  not,  its  pros- 
pects look  brighter  than  ever.  The 
pressure  to  develop  cleaner  fuels  for 
autos  and  to  reduce  air  pollution 
from  diesel  exhaust,  the  trend  toward 
multigrade  oils— all  point  toward  the 
increased  use  of  additives,  though  not 
necessarily  the  additives  that  have 
been  the  company's  mainstay  in  the 
past,  of  course.  But  that  has  been 
Lubrizol's  greatest  strength:  the  abili- 
ty to  come  up  with  new  products  to 
meet  the  market's  need.  ■ 
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.  THREE  NAMED  SMITH 


Kent  H.  Smith 

Three  of  Lubrizol's  six  founding 
stockholders  were  brothers— Kent, 
\'incent  and  Kelvin  Smith— who  by 
virtue  of  Lubrizol's  success  now 
preside  over  one  of  the  wealthiest 
families  in  America.  The  Smith 
brothers'  original  $21,000  invest- 
ment is  now  Worth  several  thousand 
times  that.  Altogether,  the  family 
and  its  related  trusts  own  roughly 
21f  of  Lubrizol,  worth,  at  recent 
market,  about  $130  million.  And  at 
that,  the  famil>  has  already  real- 
ized more  than  $10  million  from 
the  two  secondar\'  offerings  that 
transformed  it  into  a  widely  held 
pui)lic  company. 

None  of  the  founding  Smiths  is 
acti\  e  in  Lubrizol  todav .  \  incent 
Smith  retired  from  Lubrizol's  board 
in  1969  at  age  72  and  is  now  presi- 
dent of  ENID  Components,  Inc.,  a 
$L4-million-a-year  maker  of  elec- 
trical motor  parts.  At  7.5,  Kent 
Smith  is  still  active  as  chairman  of 
the  Council  on  Foundations,  Inc.,  a 
national  organization  to  protect  the 
rights  and  privileges  of  foinidations. 
KeUin  Smith,  a  chemical  engineer 
who  trained  at  Cleveland's  Case 
Institute  of  Technology,  is  still  in- 
\()]\ed  in  Case-Western  Reserve's 
affairs  as  a  trustee.  For  years,  the 
Smiths  and  Lubrizol  have  ranked 
among  Case-Western  Reserve's 
most  important  patrons,  having  do- 
nated the  21,000  shares  of  Lubri- 
zol which  the  university  sold  for 
8780.000  three  years  ago. 


Gulf  American  Corporation 

Miami,  Florida 
has  officially  changed  its  name  to 

GAC  Properties  Inc. 

A  unit  of  GAC  Corporation 


GAC  Corporation 

1105  Hamilton  Street,  Allentown,  Pennsylvania  18101 


DETROIT  EDISON   REPORTS 

Detroit  Edison  Employes 
Initiate  Improvements 

Last  year  Detroit  Edison  employes  volunteered  nearly  900 
new  ideas  through  the  company  suggestion  system  .  .  .  ideas 
dealing  with  better  work  methods  and  safety  practices.  The 
company  adopted  an  unusually  large  percentage  of  these 
suggestions  for  an  annual  savings  estimated  at  more  than 
$370,000  .  .  .  impressive  facts  that  clearly  demonstrate  the 
employes'  tremendous  contribution  to  Detroit  Edison. 

In  addition,  more  than  5,300  of  Edison's  11,000  employes 
own  stock  in  the  company.  Such  employe  interest  and  con- 
fidence is  one  of  the  factors  which  enable  Detroit  Edison  to 
service  the  4.8  million  people  in  Southeastern  Michigan  effi- 
ciently and  economically. 

243rd  Consecutive  Quarterly  Dividend 

Common  stock— 35(4  per  share  payable  January  15,  1970,  to 
shareholders  of  record  December  19,  1969. 

The  9th  consecutive  quarterly  dividend  of  $1.37V2  per  share 
upon  the  Preferred  Stock,  payable  January  15,  1970,  to  hold- 
ers of  record  on  December  19,  1969. 

DETROIT  EDISON 

Serving  Growing  Southeastern  Michigan 
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Rebel  Money  Bags 

Never  mind  the  location.  Ttiere's  a  lot  more  to  Nash- 
ville's NLT   Corp.   than  wisteria  and  fried  chicken. 


The  country  music  heard  out  of 
Nashville  these  days  is  less  regional 
than  universal:  It  is  the  soft,  soothing 
rustle  of  greenbacks.  As  industry  has 
grown  in  Dixie,  so  have  southern  fi- 
nancial institutions.  "On  a  per-capita 
basis,"  says  G.  Daniel  Brooks,  62, 
chairman  of  Nashville's  $2.1-billion 
(assets)  NLT  Corp.,  "there's  probably 
more  money  available  for  investment 
in  Nashville  than  any  town  I  know  of 
in  the  country." 

However  much  it  is.  Brooks  has  cor- 
nered a  substantial  slice.  He  and  for- 
mer Vanderbilt  classmate  Sam  Flem- 
ing put  NLT  together  in  September 
1968  as  a  holding  company  for  Na- 
tional Life  &  Accident  Insurance  Co., 
eighth-largest  U.S.  stock  company, 
with  $9.7  billion  worth  of  insurance 
in  force;  Third  National  Bank,  larg- 
est in  Nashville,  with  $.568  million  in 
assets;  and  WSM,  Inc.,  one  of  the 
South's  most  powerful  broadcasting 
complexes  and  owners  of  "The  Grand 
Ole  Opry"  [see  caption),  a  45-year- 
old  musical  cash  register. 

low-Cosf  Package 

Brooks  and  Fleming,  each  already 
successful  in  his  own  right,  saw  NLT 
as  a  low-cost,  high-profit  way  to  for- 
malize a  friendship  that  began  when 
both  were  freshmen  at  Vanderbilt. 
"This  holding  company  has  been  put 
together  with  less  expense  than  one 
has  ever  been  put  together  in  the 
world,"  brags  Brooks.  "We  didn't  pay 
a  broker  a  nickel.  We  didn't  pay  a 
nickel  for  solicitation  of  proxies.  We 
had  only  one  outside  lawyer  in  Wash- 
ington to  get  the  tax-free  ruling  from 
Internal  Revenue.  All  the  rest  has 
been  done  by  our  own  people.  We 
don't  have  any  employees  in  NLT  as 
such  except  for  three  officers,  and 
they  also  work  for  either  the  bank  or 
the  insurance  company." 

In  forming  NLT,  Brooks  and  Flem- 
ing have  united  two  of  the  Middle 
South's  most  successful  financial  insti- 
tutions. Sam  Fleming,  61,  president  of 
both  NLT  and  the  l>ank,  had  made 
Nashville's  Third  National  Bank  one 
of  the  nation's  most  aggressive  com- 
mercial banks.  It  has  17  branches 
in  the  area  and  almost  $460  million  in 
deposits.  Its  trust  department  reven- 
ue has  climl)ed  at  a  1.5%  compound- 
ed animal  rate  over  the  last  ten  years, 
while  its  BankAmericard  program,  be- 
gun in  September  of  1968,  is  already 
in  tlie  black  with  110,000  accounts. 
Tliird  also  provides  computer  facilities 
lor  38  other  Nashville  area  banks,  for 
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whom  it  furnishes  internal  bookkeep- 
ing and  regional  clearing  house  service 
on  everything  from  demand  deposits 
to  loans.  The  bank's  1968  earnings 
of  $5.7  million  on  $29-million  rev- 
enues jumped  14%  in  1969  to  $6.5 
million. 

National  Life  &  Accident's  record 
has  been  far  less  impressive.  Histori- 
cally, it  has  been  what  Dan  Brooks 
delicately  calls  a  "family  service"  life 
insurance  company.  That  means  that 
most  of  its  policies  were  sold  door-to- 
door  to  lower-income  families  from 
whom  premium  collections  were  made 
by  agents  weekly.  "The  only  differ- 
ence," says  Brooks,  comparing  his 
company  with  Prudential,  Metropoli- 
tan and  John  Hancock,  whom  he  con- 
siders his  competition,  "is  the  fre- 
quency of  payment  of  the  premiums." 
But  the  exorbitant  cost  to  the  policy- 
holder of  such  "burial  insurance,"  as 
it  used  to  be  called,  has  gradually  im- 
pelled National  to  write  more  ordinary 
life,  now  nearly  two-thirds  of  its  in- 
surance in  force. 

Under  the  pressure  of  circumstance, 
National  Life  has  been  changing  in 
other  ways  as  well.  "Two  things  have 
happened,"  says  Brooks.  "First,  we  had 
a  change  in  the  law  about  2/2  years 
ago  that  permits  us  to  do  many  things 
we  couldn't  do  before.  Probably  more 
important,  we've  got  a  much  more 
liberal— call  it  aggressive— policy  about 
making  loans  and  investments."  The 
aggressive  policy  could  be  dated 
roughly  from  the  time  Brooks  be- 
came head  of  the  finance  committee 
back  in  1962. 

National's  rapidly  growing  cash 
flou'  for  investment  should  reach  $150 
million  in  1970,  and  as  Brooks  con- 
cedes, this  provides  both  a  challenge 
and  an  opportunity.  "We're  only  com- 
mitted on  about  $66  million,"  says  he, 
contrasting  National  with  insurance 
companies  that  are  locked  into  lower- 
interest  commitments  as  rates  con- 
tinue to  soar.  "The  average  company 
in  this  industry  is  committed  18 
montlis  in  ad\ance  for  everything  the\' 
have."  National  figures  its  uncommit- 
ted funds  could  be  invested  for  a  re- 
turn of  9%- 10%  or  belter. 

For  the  merged  company,  the  first 
big  savings  came  in  shared  computer 
costs.  The  insurance  company  was  al- 
ready heavily  computerized  when  they 
merged,  but  the  bank  was  just  be- 
ginning. And  so,  in  mid- 1969  Brooks 
and  Fleming  started  NLT  Computer 
Sciences,  a  computer  time-sharing 
company,  initially  to  serve  NLT  and 


Counfry-Sfy/e  Success.  That's 
Johnny  Cash  (above),  who 
builf  his  reputation  with  the 
Grand  Ole  Opry,  and  has 
been  swept  to  national  fame 
as  pari  of  the  growing  in- 
terest in  country  music.  NLT 
plans  to  capitalize  on  this 
revival  with  its  $  1 8-million 
Opry  land     amusement     park. 
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later  the  public,  and  Iiitereal,  a  ven- 
ture-capital realt>  firm  that  takes  equi- 
f\  positions  in  deals  presented  to  the 
bank  and  insurance  company . 

Intereal  operates  independent!)  of 
th^  bank  and  the  insurance  compa- 
n\  while  looking  to  both  for  "part- 
ners." Explains  Brooks:  "Practicalh 
all  loans  made  today  by  life  insur- 
ance companies  require  some  fonn  of 
ecjuit)  position  for  the  lender.  Now 
that's  pretty  difficult  to  do  if  it  in- 
volves something  like  this:  Let's  say 
you  and  I  want  to  build  an  apart- 
ment propert\,  and  we  come  to  a  life 
insurance  company  to  make  the  loan. 
They'll  say,  all  right,  we'll  make  you 
the  loan  under  such  and  such  condi- 
tions, but  we  want  to  participate  in 
25?  or  505?  or  whatnot  of  all  the  rent 
o\er  the  amount  necessary  to  pay  op- 
erating expenses. 

"But  with  costs  today  being  as  high 
as  they  are  and  interest  rates  being 
what  tlicy  are,  there  may  not  be  any 
overage  in  the  rent.  What  we  do  with 
our  Intereal  is  we  will  actuallv  take  a 


half  interest  in  the  property."  Which 
means,  in  effect,  that  NLT  begins 
sharing  at  a  much  earlier  stage  than 
the  insurance  company  could.  As  of 
now,  Intereal  has  S6.4  million  in  as- 
sets. "That  may  not  be  a  tremen- 
dous amount,"  concedes  Brooks,  'T3ut 
the  leN'erage  will  be  wonderful— or 
should  be." 

Go/den  Guitars 

But  the  most  glamorous  of  NLT's 
undertakings  is  "Oprvland,  U.S.A.," 
an  S18-milli()n  amusement  park  being 
l>uilt  near  Nashville  that  will  be  larger 
than  Disneyland.  Opryland  is  an  off- 
shoot of  WSM's  Grand  Ole  Opry  sub- 
sidiary. "The  Grand  Ole  Opry,"  a 
country -and-western  music  program 
l)roadcast  every  Saturday  night  since 
1925,  has  a  radio  audience  on  WSM 
(jf  about  8  million  listeners.  Originated 
live  in  front  of  3,200  paying  custom- 
ers in  an  old  wooden  auditorium  in 
downtown  Nashville,  it  runs  on  radio 
for  five  full  hours  and  in  the  past  has 
run  on  its  own  regional  TV  network. 


Computer  Profits.  Not  only  did  the  merger  of  NLT's  segments  pro- 
vide savings  on  internally  shared  computer  operations,  but  the  added 
capability  a//owed  Third  National  Bank  to  provide  a  flexible  package 
of  computer  services  to  38  banks  in  its  area.  Now  it  is  opening  four  re- 
mote computer  terminals,  three  in  Tennessee  and  one  in  Florence,  Ala. 
NLT  Chairman  Dan  Brooks  predicts  this  business  will  continue  even  if 
new  one-bank  holding  company  .legislation  forces  divestiture  of  the 
Third  National  Bank.  Brooks  says  he  would  spin  off  the  bank  though 
he's  had  plenty  of  offers  to  sell:  "A  Wall  Street  firm  called  me  yester- 
day about  buying  it.  We  could  sell  50  times  in  the  next  30  minutes." 


According  to  Brooks,  the  show  nearly 
pays  for  itself  in  sales  of  broadcasting 
time,  making  the  receipts  from  its  reg- 
ularly standing-room-only  audiences 
almost  clear  profit.  One  main  attrac- 
tion of  Opryland  will  be  a  new  opera 
house  seating  4,500,  with  facilities  for 
network  TV. 

Not  all  of  WSM's  ventures  have 
been  as  successful  as  the  Opry:  Its 
four  CATV  franchises,  for  example, 
have  lost  $113,000  in  two  years,  cut- 
ting WSM's  1968  earnings  to 
$170,675.  But  WSM  is  also  a  price- 
less tool  to  promote  Opryland,  which 
Dan  Brooks  estimates  (with  one  eye 
cocked  on  the  record  of  Disneyland) 
has  an  earnings  potential  of  perhaps 
$2.7  million  a  year. 

The  fact  is  that  up  to  now  NLT's 
earnings  power  has  been  more  po- 
tential than  real.  In  Forbes'  most  re- 
cent Report  on  American  Industry 
i}an.  1),  the  company  was  a  poor 
429th  in  return  on  equity  with  an  av- 
erage 8.6%  for  the  last  five  years.  Five- 
year  sales  growth  has  averaged  only 
5.5%  and  five-year  earnings  growth 
only  8.1%.  But  Brooks  thinks  that  this 
will  change  as  NLT  uses  its  capital 
more  wisely. 

Just  how  much  capital  the  company 
will  have  access  to  remains  imcertain 
in  view  of  the  pending  legislative  re- 
strictions on  one-bank  holding  com- 
panies. In  November  NLT's  board 
voted  to  allow  the  two  top  men  to  spin 
off  the  bank  when  they  see  fit,  which 
neither  man  considers  unusual.  Brooks 
insists  that  this  would  make  no  dif- 
ference, since  the  stock  would  be 
spun  off  to  NLT  shareholders  and 
there  would  be  no  personnel  changes, 
even  where  employees  are  shared  be- 
tween the  bank  and  other  NLT  sub- 
sidiaries. "There's  nothing  in  the  law 
as  far  as  we  can  see,"  says  Brooks  of 
the  version  recently  passed  by  the 
House  of  Representatives,  "why  these 
people  can't  go  on  right  as  they  have." 

Besides,  Brooks  intends  NLT  to 
buy  back,  as  an  investment,  however 
much  of  the  bank's  stock  the  law  will 
allow.  "When  we  spin  off  this  stock," 
he  says,  looking  ahead,  "a  lot  of  peo- 
ple are  going  to  want  to  sell  it,  and 
the  logical  thing  to  do  is  offer  to  buy 
it  from  them." 

Once  the  final  decision  is  made 
about  spinning  ofiF  the  bank,  which 
Brooks  believes  will  be  a  matter  of 
months,  NLT  expects  to  begin  using 
its  considerable  cash  and  leverage 
to  make  outside  acquisitions.  And 
Brooks  would  love  to  help  build  Nash- 
ville's reputation  as  the  Wall  Street  of 
the  South.  "The  major  change  in  the 
South  is  the  capital  situation,"  he 
says.  "Where  we  used  to  go  begging 
for  capital,  we  now  have  capital  to 
put  elsewhere."  ■ 
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Faces  Behind  the  Figures 


The  Bleeding  Heart 
of  Nathan  Cummings 

Nathan  Cummings,  73,  rose  from 
a  shoe  clerk  to  become  a  multimil- 
lionaire with  a  valuable  art  collec- 
tion and  control  of  the  $1.5-billion 
(sales)  Consolidated  Foods  Corp. 
On  the  way  up,  he  stepped  on  his 
share  of  toes,  cracked  his  share  of 
heads— metaphorically  at  least.  But 
now,  advanced  in  years,  he  can't 
stand  to  see  a  bruised  ego  or  an  un- 
happy executive. 

At  least  that's  what  Cummings 
says,  in  explaining  why  he  stepped 
out  of  retirement  last  month  to 
help  kick  out  the  chainnan  and 
chief  executive  of  Consolidated 
Foods,  William  Hewlett.  Cum- 
mings, who  remains  as  chairman 
of  the  executive  committee,  had 
named  Howlett  to  the  presidency 
eight  years  ago,  and  two  years  ago, 
when  Cummings  retired,  he  made 
Howlett  chairman. 

A  month  or  so  ago,  Cummings 
says,  he  began  hearing  from  other 
executives  that  Howlett  was  exces- 
sively cold  and  incapable  of  inspir- 
ing the  best  in  his  subordinates.  "So 
I  told  him,  'Go  back  and  heal 
this.' " 

But  Bill  Howlett  was  more  in- 
terested in  reorganizing  the   com- 


pany on  a  centralized  basis  and 
hiring  his  brother  as  a  confidential 
advisor.  "He  kept  talking  about 
autonomy,"  Cummings  complains, 
"but  was  working  it  his  own  way, 
so  that  he  would  be  the  Consoli- 
dated Foods  image." 

Alarmed  at  the  prospect  of  all 
these  hurt  feelings,  Cummings  de- 
cided, he  says,  "to  canvass  my  oth- 
er directors  and  see  how  they  felt." 
Apparently  they  all  agreed  that 
Howlett  was  "lacking  in  leader- 
ship warmth."  This  is  hardly  sur- 
prising, since  Cummings,  who  owns 
about  5%  of  the  stock,  held  the  real 
control. 

After  deciding  to  oust  Howlett, 
the  board  replaced  him  as  CEO 
with  President  William  Buzick. 
"Why,"  says  Cummings  happily, 
"after  the  meeting  there  was  so 
much  noise  and  laughter  you'd 
think  we  were  a  bunch  of  kids." 

In  addition  to  the  humanitarian 
aspects  of  the  executive  switch, 
there  seems  to  be  a  business  bene- 
fit. "Bill  Howlett  is  a  Christian  Sci- 
entist," Cummings  told  Forbes. 
"He's  against  drugs  and  liquor  and 
tobacco.  During  his  regime  we 
would  not  be  disrespectful  of  his 
religious  beliefs.  Now  Consolidated 
is  interested  in  pharmaceuticals, 
liquor,  beer  and  tobacco."  ■ 


Nathan  Cummings 


Tactless? 

From  his  home  in  the  quiet  Chi- 
cago suburb  of  Winnetka,  onetime 
newspaperman  and  public  rela- 
tions executive  William  Porter 
Howlett,  53,  views  his  ouster  as 
head  of  Consolidated  Foods  quite 
differently.  To  him,  Nate  Cum- 
mings was  not  so  much  a  bleeding 
heart  as  a  man  chafing  at  retire- 
ment. "For  a  number  of  years,"  he 
says,  "the  company  had  been  run 
at  Mr.  Cummings*  personal  whim. 
Since  I  became  president,  I've  been 
really  the  author  of  autonomy.  It 
was  I,  not  he,  who  practiced  au- 
tonomy." 

Cummings  welcomed  the  first 
part  of  Hewlett's  reorganization 
plan,  which  involved  naming  six 
group  vice  presidents.  "As  our  busi- 
ness became  larger,"  Howlett  ex- 
plains, "you  couldn't  have  35  presi- 
dents reporting  to  one  man."  And 
you  particularly  could  not  do  it 
when  the  man  to  whom  they  were 
reporting  was  not  Nate  Cummings. 

"Mr.   Cummings   has   not   taken 


William  P.  Howlett 


his  retirement  very  gracefully," 
Howlett  says.  "I  think  he's  found 
it  a  little  difficult,  and  apparently 
he  does  not  want  as  strong  an  ex- 
ecutive as  I  am,  but  perhaps  one 
whom  he  can  handle  more  easily." 
How  about  the  business  of  putting 
your  own  brother  on  the  payroll, 
we  asked  Howlett? 

"The  distortion  here  is  unfor- 
tunate," he  says,  barely  suppressing 
his  indignation.  "You  see,  my 
brother  was  not  a  senior  ofiBcer; 
he  was  merely  my  administrative 
assistant,  writing  letters  for  me 
and  all  that.  It's  rather  peculiar 
that  Mr.  Cummings  would  object 
since  he  put  his  own  son  under 
me  for  a  period  of  years  so  that 
I  could  develop  him  into  a  suc- 
cessor. But  in  the  end  he  didn't 
work  out." 

The  boss's  son  didn't  work  out? 
Well,  maybe  Cummings  is  right, 
maybe  Bill  Howlett  is  lacking  in  • 
"leadership  warmth."  That,  after 
all,  may  simply  be  another  way 
of  saying  he  really  isn't  very 
tactful.  ■ 
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Fire  Fighter 

Any  businessman  hoping  to  cash  in 
on  the  new  interest  in  protecting 
man's  environment  can  easily  lose 
his  shirt.  But  that  doesn't  bother 
a  real  old-timer  in  the  field:  He  nev- 
er had  a  shirt  to  lose.  Hairy  old 
Smokey  the  Bear  has  been  in  the 
environmental-control  business  for 
24  \ears  now,  and  he  pulls  in 
S  106,000  a  year  just  for  talking 
grufH>  about  saving  trees. 

Cartoon  character  though  he  is, 
Smokey  is  no  laughing  matter  to  a 
cost-conscious  Federal  Government. 
That  $100,000  a  >ear  comes  from 
licensing  himself  to  private  indus- 
try. What  makes  Smokey  unique  in 
the  hierarchy  of  bureaucracy  is 
that  commercial  use  of  his  image 
actually  supports  a  government 
agency.  His  earnings  last  year  made 
up  almost  one-third  of  the  $336,000 
the  Federal  Government  spent  on 
promoting  fire  prevention.  The  rest 
came  from  an  increasingly  tight- 
fisted  Congress. 

Smokey's  likeness  is  used  on 
dolls,  cereal  bo.xes,  sweatshirts,  hats 
and   camping  equipment.   But   the 


U.S.  Forest  Sei'vice's  Office  on  Fire 
Prevention  Information  won't  lend 
Smokey's  image  to  just  any  profit- 
able-looking venture.  "We  have  to 
feel  it  will  help  carry  a  fire-preven- 
tion message,"  says  program  direc- 
tor Mai  Hardy,  and  he  adds  some- 
what wistfully  that  he  had  to  turn 
down  a  Smokey  the  Bear  drive-in 
restaurant  right  in  the  middle  of 
the  franchising  boom. 

Conceived  in  1945  and  dedicated 
to  the  proposition  that  forest  fires 
could  and  should  be  prevented, 
Smokey  got  his  start  preaching  on 
posters  and  radio.  By  1952  busi- 
ness began  showing  so  much  inter- 
est in  him  that  Congress  enacted 
Public  Law  359,  better  known  as 
the  "Smokey  Bear  Law."  PL  359 
gave  the  Forest  Service  the  right  to 
license  products  using  the  Smokey 
image.  Smokey  immediately  be- 
came a  moneymaker. 

The  Government  gets  a  basic 
royalty  of  5%  of  gross  wholesale 
business.  But  Smokey's  growth 
curve  has  not  been  without  its 
dips.  Profits  grew  steadily  through 
the  Fifties,  to  a  high  of  $55,000  in 
1958.   Then    the   take   dropped   to 


Smokey  Bear 


$12,000  in  1960  but  resumed 
again,  hitting  over  $100,000  last 
fiscal  year  when  38  products  were 
licensed.  ■ 


Two  Years  After 

Ix  April  1967,  Leonard  Goldenson, 
president  of  American  Broadcast- 
ing Companies,  warned  the  Fed- 
eral Communications  Commission 
that  if  ABC  wasn't  allowed  to 
merge  with  International  Tele- 
phone &  Telegraph,  it  would  be  in 
"a  very  precarious  position."  The 
deal  fell  through,  and,  far  from 
being  precarious,  ABC  has  never 
looked  better  in  its  life.  Last  year's 
nine-month  earnings  were  up  53? 
to  $2.71  a  share,  and  Goldenson  is 
predicting  full-year  earnings  of 
$3.50  to  $3.75  a  share,  up  from 
$2.66  in  1968,  while  the  best  guess 
in  Wall  Street  is  that  ABC  will  ac- 
tually earn  closer  to  $4.50  a  share. 

The  question  is:  Was  Goldenson 
overstating  the  situation  two  years 
ago,  or  are  ABC's  figures  over- 
stating the  situation  now?  "All  I 
can  sa\',"  the  65-\ear-old  lawyer 
says  with  a  subdued  smile,  "is  that 
in  each  quarter  following  the  call- 
ing off  of  this  merger,  except  the 
first,  we  have  gone  ahead  of  the 
previous  year." 

What  has  made  the  big  differ- 
ence in  ABC's  fortunes  is  Elton 
Rule,   a   51-year-old   ABC    veteran 


whom  Goldenson  brought  in  from 
the  West  Coast  in  January  1968  to 
rini  ABC's  broadcasting  operations, 
which  provide  70%  of  ABC's  $700 
million  in  revenues.  Rule  has  cut 
costs   and    improved    programming 


Leonard  Goldenson 


so  that  ABC's  perennially  money- 
losing  network  operation  came 
closer  to  making  money  than  at 
any  time  since  the  1964-65  season, 
the  last  time  ABC  really  gave  the 
two  larger  networks  real  competi- 
tion. Rule  has  shown  a  talent  for 
producing  low-budget  shows,  par- 
ticularly in  the  daytime,  that  pro- 
duce solid  profits  on  less-than- 
spectacular  audience  draw. 

By  keeping  network  losses  from 
being  a  drain  on  ABC's  highly 
profitable  radio  and  television  sta- 
tions, theater  operations  and  movie 
production.  Rule's  improvements 
have  put  new  life  into  the  com- 
pany. Of  course,  Goldenson's  critics, 
who  are  legion,  say  he  still  hasn't 
learned  to  do  things  well;  he  has 
simply  found  someone  who  knows 
how  to  do  them  cheaply.  They  also 
point  to  highly  touted  shows  like 
"The  Survivors"  and  "Music  Scene," 
which  did  not  live  up  to  their  bill- 
ing and  were  dropped  at  midsea- 
son.  ABC  replaced  five  shows, 
CBS  only  two,  NBC  none. 

While  ABC  seems  to  have 
learned  how  to  be  a  better  also- 
ran,  it  is  still  third  in  a  three-way 
race.  And  in  the  long  run,  the  most 
precarious  way  to  run  is  last.  ■ 
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Faces  Behind  the  Figures 


The  Complete  Company  Man 

For  Lester  A.  Burcham  56,  be- 
coming president  and  chief  execu- 
tive of  the  $2-binion-sales  F.W. 
Woolworth  Co.  early  this  month 
was  the  reward  for  having  dedi- 
cated himself  to  the  company  ever 
since  he  got  out  of  high  school  38 
years  ago.  "I've  always  believed," 
Burcham  says,  "that  if  you  work- 
hard  at  whatever  position  you  have 
and  fulfill  all  your  responsibilities, 
you'll  be  recognized  and  rewarded. 
Woolworth 's  has  been  that  way, 
and  it's  been  a  wonderful  place  to 
work." 

Now  there  can  be  no  denying 
that  this  rather  Presbyterian  belief 
has  proved  sound  enough  for 
Lester  Burcham,  who  gets  up  at 
5:30  every  morning  in  order  to 
beat  "the  others"  into  the  office 
by  8:00,  and  who  clothes  himself 
from  head  to  foot  in  company 
products— Kinney  shoes,  Richman 
suit  and  Woolworth  shirt,  tie,  un- 
derwear and  socks.  The  question 
is:  Is  Lester  Burcham  the  kind  of 
chief  executive  that  F.W.  Wool- 
worth  needs? 

Though  Woolworth  is  in  a 
much  better  position  than  it  was 


ten  years  ago  ("There  was  a  time 
when  this  company  could  really 
have  fallen  out  of  bed,"  retiring 
Chairman  Robert  C.  Kirkwood 
said  darkly  a  few  years  back),  its 
recent  record  has  been  far  from 
outstanding.  Its  earnings  have 
gone  nowhere  for  five  years  now. 
It  has  been  slow  to  get  its  Woolco 
department  stores  under  way,  and 
though  it  has  picked  up  Kinney 
Shoe  and  Richman  Bros.,  its  efforts 
to  upgrade  its  U.S.  earnings  have 
not  yet  been  enough  to  offset  the 
declining  earnings  of  its  huge  Brit- 
ish subsidiary— $23.7  million  in 
1968  vs.  $35  million  five  years  ago. 
No  matter  how  you  measure  it— in 
earnings  growth,  margin  or  return 
on  equity— Woolworth  is  hardly  in 
the  same  league  with  competitors 
such  as  S.S.  Kresge  or  W.T.  Grant 
(see  p.  15). 

Les  Burcham  sees  no  reason, 
however,  to  apologize  for  Wool- 
worth's  record.  "We're  now  mass 
merchandisers  of  quality  goods  at 
competitive  prices.  We  plan  no  sub- 
stantial changes  other  than  that 
we'll  grow."  If  Burcham  can  also 
translate  that  growth  into  earnings 
gains,  that  alone  would  be  a  sub- 
stantial change.  ■ 


Lester  Burcham 


Louder  than  Words 

How  MUCH  is  40  times  one— 40?  In 
the  stock  market,  not  always.  Take 
Technicon  Corp.,  a  smallish  Tarry- 
town,  N.Y.  medical  equipment 
ccmpany.  Until  recently  Technicon 
was  owned  almost  outright  by  one 
Edwin  C.  Whitehead,  whose  father 
started  the  company  in  one  room  in 
the  Bronx,  N.Y.  30  years  ago. 

The  company  is  still  owned  al- 
most outright  by  the  son— but  a  lit- 
tle less  so.  Last  month  Whitehead 
sold  the  public  one-fortieth  of  his 
stock-500,000  of  20  million  shares. 

Technicon  is  a  glamour  stock. 
Its  chief  product  is  a  machine 
called  the  AutoAnalyzer  used  by 
hospitals  to  analyze  blood  samples. 
So  glamorous  is  medical  equip- 
ment that  the  underwriters  priced 
the  little  Technicon  offer  at  a  cool 
65  times  earnings.  Did  it  flop  in  a 
weak  market?  On  the  contrary,  it 
soon  soared  to  a  premium— $55 
US',  an  offering  price  of  $42. 

Now  back  to  Mr.  Whitehead. 
He  and  his  family  still  hold  19.5 
million  of  Technicon's  20  million 
shares.  At  recent  prices,  they  have 


a  paper  value  of  $1.1  billion.  But 
is  Whitehead  really  a  billionaire? 
Of  course  not.  If  he  dumped  his 
shares,  the  price  would  collapse. 
But  why  should  he?  He  has  the 
$20  million  that  the  public  paid 
him  for  one-fortieth  of  his  stock. 
And,  for  all  practical  purposes,  he 
still  owns  the  company,  or  over 
nine-tenths  of  it. 

Edwin  C.  Whitehead 
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Unlike  many  companies  going 
public  these  days,  Technicon  does 
have  a  product  and  an  earnings 
record.  Between  1964  and  1969 
its  sales  rose  from  $18  million  to 
over  $50  million,  while  its 
earnings  increased  from  $1.8  mil- 
lion to  $9.2  million  in  the  first  nine 
months  of  1969  alone. 

But  is  Technicon  really  worth  its 
market  value  of  $1.1  billion?  After 
all,  an  established  medical  products 
company  like  $205-million-sales 
Becton,  Dickinson  sells  for  only 
about  $900  million  in  market  value. 
Further,  key  patents  on  Techni- 
con's AutoAnalyzer  expire  in  4M 
years.  What  happens  when  they 
expire?  Nobody  at  Technicon  will 
say.  In  fact,  they  won't  say  any- 
thing at  all.  Whitehead's  Wall 
Street  lawyers,  Donovan,  Leisure, 
Newton  &  Irvine,  who  wrote  into 
the  prospectus  their  own  right  to 
buy  stock,  have  clamped  a  news 
blackout  on  Technicon  executives. 

But  numbers,  it  might  be  said, 
talk  louder  than  words.  And  what 
they  say  is  that  in  today's  Wall 
Stieet  40  times  1  doesn't  necessarily 
equal  40.  ■ 
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Unlike  Father 

Back  in  1946,  when  John  C.  Em- 
ery Jr.  went  to  work  for  the  com- 
pany his  father  had  founded  a  few 
months  earher,  Emer\  Air  Freight 
was  pretty  much  a  shoe-string  op- 
eration. Air  freight  was  just  getting 
started,  and  Emery's  part  in  it— 
c^ollecting  and  consoHdating  small 
shipments  and  expediting  their 
movement  and  delivery  by  all  avail- 
able air  carriers— wasn't  much  of  a 
business.  But  it  is  now.  By  the 
time  >oung  Emery,  now  45,  moved 
into  the  presidency  17  months  ago, 
Emery  Air  Freight  was  doing  S8() 
million  a  vear  in  business  (and 
heading  for'  $100  million  in  1969). 
Its  sales  were  growing  by  an  av- 
erage of  20^  annually,  its  earnings 
by  an  average  of  no  less  than  23%. 
"When  we  were  small, "  Emery 
says,  "it  was  okay  for  the  Old  .Man 
[John  C.  Sr.]  to  practice  a  Moses' 
concept  of  management  and  make 
all  the  decisions.  But  we're  much 
bigger  now,  so  James  Mc\ult\ 
[now  chaimian,  whom  John  Emery 
succeeded  as  president]  and  I  have 
to  work  as  partners.  Each  of  us  has 
his  long  suits— his  are  finance  and 
operations,  mine  are  sales  and  per- 


John  C.  Emery  Jr. 


sonnel.  Two  senior  vice  presidents 
handle  most  day-to-day  business, 
so  we  can  give  more  time  to  long- 
term  planning." 

Planning  must  seem  doubly  im- 
portant to  young  John  Emery  these 
days.  It  was  poor  planning  that 
sent  Emery's  first-half  earnings  in- 
to a  tailspin  last  year  when  Emery 
goofed  in  converting  to  a  computer- 
ized opei'ation.  It  recovered  in  the 
second  half.  Then  too,  with  the 
coming  of  the  jumbo  jets,  John  Em- 
ery anticipates  a  revolution  in  U.S. 
distribution,  and  Emery  Air  Freight 
should  be  in  the  thick  of  it.  The 
big  jets,  he  thinks,  eventually  will 
serve  just  50  or  60  key  jetports 
around  the  country,  with  pickup 
and  delivery  trucks  fanning  out 
over  a  200-mile  radius.  When  that 
day  dawns,  it  is  possible  that  a  re- 
tail operation,  for  example,  could 
live  on  frequent  fast  deliveries  with 
no  warehouse  at  all.  Inventory  sav- 
ings could  be  huge. 

This  doesn't  keep  John  Emery 
from  working  on  short-term  prob- 
lems like  traffic  jams  at  New  York's 
Kennedy  airport,  however.  "Quite 
candidly,"  he  says,  "we're  using 
hoys  on  bicycles  to  get  shipments 
through.  It  works."  ■ 


Four  Yeors  of  Grace 

When  Cleveland's  White  Motor 
Corp.  bought  Euclid  from  General 
Motors  rn  mid- 1968,  it  tapped  50- 
>  ear-old  Jack  M.  Fairbanks,  who 
had  started  at  Euclid  31  years  ago 
as  an  assembly  worker,  to  take 
charge  of  its  new  subsidiary.  White 
wanted  all  the  craft  and  experi- 
ence it  could  get  to  keep  S45-mil- 
lion-sales  Euclid  a  major  power  in 
the  hotly  competitive  and  growing 
off-highway  dump  truck  market. 
Under  the  antitrust  settlement  that 
forced  CM  to  sell  Euclid,  CM 
could  not  re-enter  that  market  in 
the  U.S.  for  four  years. 

Alter  only  18  months,  Fairbanks 
thinks  that  he  has  made  good  prog- 
ress in  getting  read\'  for  CM's  re- 
turn. "We  met  all  our  projected 
sales  and  profit  goals  in  1969," 
he  says.  "For  1970  we're  project- 
ing a  15%  increase.  Already,  we've 
booked  20%  of  forecast  sales.  Busi- 
ness has  really  taken  off  in  the  last 
60  days." 

It  didn't  do  so  automatically. 
As  soon  as  Fairbanks  took  over,  he 
traveled    throughout    the    country 


Jock  M.  Fairbanks 


seeking  dealer  and  customer  com- 
plaints and  suggestions.  One  result 
was  some  150  engineering  changes 
in  Euclid's  truck  line,  which  Fair- 
banks is  now  trying  hard  to  expand 
in  the  growing  above-50-ton  class. 
A  120-ton  bottom-dump  coal  truck 
is  due  in  May,  a  75-ton  rear-dump 
in  late  fall.  Next  year  Fairbanks 
hopes  to  introduce  a  giant  210- 
ton  turbine-powered  model,  which 
could  be  an  industry  first.  Still  more 
important  is  his  hunt  for  new  deal- 
ers, because  most  of  Euclid's  pres- 
ent ones  handle  CM  crawlers, 
scrapers  and  loaders  and  will  prol^- 
ably  decide  to  switch  to  CM  trucks 
in  1972. 

When  CM  bought  Euclid  in 
1953,  it  had  75%  of  the  off-highway 
truck  market.  This  slipped  to  only 
35%  as  new  competition  arrived 
and  CM  pushed  harder  in  other 
types  of  construction  equipment. 
"We  thought  we  had  the  off-high- 
way truck  business  all  locked  up," 
recalls  Fairbanks.  "This  time  we 
are  devoting  100%  of  our  time  and 
dollars  and  know-how  to  it.  We 
don't  want  to  make  the  same  mis- 
take as  before."  ■ 
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The  Quiet  Giant  of  Sfiipping 

Who's  the  really  big  money  maker  in  the  parcel  post  busi- 
ness? New  York's  $400-million-a-year  United  Parcel  Service. 


Plenty  of  people  have  seen  United 
Parcel  Service's  brown  (so  they  don't 
show  the  dirt)  delivery  tiucks.  Few 
realize  that  UPS  is  one  of  the  biggest 
shipping  companies  in  the  country.  Its 
1968  revenues  of  about  $400  milHon 
were  55%  greater  than  the  carrier  re\'- 
enues  of  Consolidated  Freightways, 
the  country's  biggest  trucking  com- 
pany; they  were  about  equal  to  the 
revenues  of  REA  Express,  the  rail- 
roads' small-package  affiliate,  and 
about  40%  of  the  revenues  of  the 
Post  Office  Department's  Parcel  Post 
system.  There  is  a  big  difference  be- 
tween UPS  and  REA,  however.  While 
REA  lost  $40  million  in  1968  (on 
revenues  of  $370  million),  UPS  made 
about  $11  million,  a  return  on  invest- 
ment of  about  18%. 


UPS  is  privately  owned.  Its  stock  is 
held  by  several  hundred  UPS  execu- 
tives. Its  chief  executive,  72-year-old 
George  D.  Smith,  doesn't  talk  to  the 
press.  But  UPS'  success  speaks  for  it- 
self. Between  1964  and  1968  UPS 
doubled  its  revenues,  from  about 
S200  million  to  $400  million,  and  at 
the  same  time  doubled  its  profits  as 
well  to  about  $5.5  million.  And  there 
doesn't  seem  to  be  any  prospect  of  a 
slowdown  ahead.  At  the  moment,  UPS 
serves  31  entire  states  on  the  East 
and  West  Coasts.  It  has  gotten  In- 
terstate Commerce  Commission  ap- 
proval to  add  nine  more  states— all 
in  the  Midwest— and  hopes  to  get  the 
ICC  to  OK  three  more  states  soon  af- 
ter that.  This  would  leave  only  Mon- 
tana, Idaho,  Nevada,  Utah,  Arizona, 


From  Two  Whee/s  To  Four,  /n  7  97  3  fhe  United  Parcel  Service 
fleef  consisted  of  these  seven  motorcycles  in  Seattle,  Wash.  Today 
UPS'  fleet  of  custonr-designed  and  specially  built  brown  delivery  trucks 
is  probably  the  second -largest  of  any  company  in  the  country— after  AT&T. 


Alaska  and  Hawaii  without  bord^r-to- 
border  UPS  service,  and  all  of  these 
are  low-population  states  anyway, 

Founded  in  Seattle  in  1907  as  a  six- 
bicycle  messenger  service,  UPS  for 
decades  was  simply  a  contract  carrier, 
delivering  parcels  for  retail  stores.  But 
in  the  late  Forties,  as  the  shift  of  the 
population  into  the  suburbs  gained 
speed,  the  department  stores  moved 
into  the  suburbs  themselves.  Increas- 
ingly, shoppers  owned  cars  and  picked 
up  their  own  parcels,  and  UPS'  rev- 
enue growth  gradually  slowed.  But 
instead  of  cultivating  a  stagnant  mar- 
ket, James  E.  Casey,  81,  a  founder  of 
the  company  who  stepped  down  as 
chief  executive  officer  in  1962,  de- 
cided to  expand  into  the  common  car- 
rier parcel  business  instead.  As  a  com- 
mon carrier  UPS  would  pick  up  par- 
cels from  anyone  and  deliver  them  to 
anyone,  charging  on  a  per-parcel  ba- 
sis. In  1953  it  got  franchises  in  Chi- 
cago and  New  York  City,  and  today 
the  common  carrier  business  makes 
up  most  of  UPS'  revenues. 

Keep  If  Small 

With  uncommon  shrewdness,  UPS 
has  scaled  its  operations  to  fit  its 
basic  market.  REA  and  the  truckers 
can  have  the  big-ticket  shipments. 
UPS  won't  take  any  package  that 
weighs  more  than  50  pounds— its  av- 
erage package  weighs  10  pounds  and 
is  about  the  size  of  a  briefcase.  This 
means  every  package  can  be  sorted 
on  a  conveyor  belt  and  easily  car- 
ried by  a  single  deliveryman.  Its  av- 
erage charge  is  only  about  80  cents. 

Though  UPS  competes  with  thou- 
sands of  tiny  regional  firms,  no  other 
big  company  had  the  foresight  to 
move  into  this  market.  REA  Express, 
it  is  true,  also  carries  parcels;  but  in 
part  because  the  bulk  of  its  business 
comes  from  heavier  and  higher-rated 
items,  REA  has  been  painfully  un- 
able to  bring  its  costs  and  rates  into 
line  with  one  another. 

UPS  does  have  competition  and 
plenty  of  it— not  from  private  indus- 
try but  from  the  U.S.  Post  Office  De- 
partment. Last  year  the  Post  Office 
carried  some  1  billion  parcels  to  UPS' 
500  million.  But  so  far  go\'ernment 
competition  has  been  more  of  a  bless- 
ing than  a  bane.  Under  a  1950  law  the 
Parcel  Post  system,  unlike  the  rest  of 
the  Post  Office,  is  required  to  pay  its 
own  way.  Civen  the  monumental  in- 
efficiencies of  the  Post  Office,  this 
means  that  parcel  post  rates  are  kept 
high  enough  so  that  UPS  can  charge 
similar  rates  and  still  make  a  com- 
fortable profit.  As  long  as  parcel  post 
rates  are  kept  high  enough,  UPS  should 
have  no  difficulty  increasing  its  earn- 
ings. So,  for  once,  government  com- 
petition isn't  all  bad.  ■ 
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Rest  in  Peace 

They  used  to  compare  Electronic  As- 
sociates with  IBIVI.  But  not  any  more. 


The  IBM  of  analog  computers,"  the> 
used  to  call  it,  and  like  IBM,  Elec- 
tronic Associates  in  the  early  Sixties 
had  over  ~Q%  of  its  market— comput- 
ers that  produce  results  in  approxi- 
mations rather  than  in  precise  numeri- 
cal units.  The  market  was  small— EAI's 
sales  never  exceeded  846.3  million— 
and  EAI's  strength  did  not  rest,  as 
IBM's  does,  in  men,  money,  ability  or 
marketing,  but  in  a  simple  concept: 
that  the  analog  computer  performed 
certain  functions  in  process  control 
and  research  so  efficiently  that  digital 
computers  would  never  be  able  to  cut 
into  its  markets. 

The  onh'  trouble  was  that  the  con- 
cept was  mistaken.  The  big  digital- 
computer  makers  like  IHM  and  Con- 
trol Data  impr()\ed  their  computers 
and  cut  much  of  the  growth  potential 
out  of  the  analog  market.  Thev  also 
produced  equipment  that  took  analog 
results  and  put  them  quickly  into  dig- 
ital computers,  thereby  eliminating 
much  of  the  need  for  EAI  peripheral 
equipment. 

EAI  President  Lloyd  F.  Christianson 
was  slow  to  react  to  these  changes. 
EAI's  earnings  peaked  out  in  1963  at 
$1.05  per  share,  and  though  re\enues 
continued  to  moiuit,  thereafter  profits 
steadily  declined,  plunging  the  compa- 
ny into  the  red  in  1967.  Fighting  to 
produce  his  own  digital  computer  in 


liead-on  competition  with  the  giants, 
Christianson  predicted  a  turnaround, 
but  the  tiunaround  never  came.  Even 
last  \ear  he  was  talking  about  a  big 
earnings  increase,  but  Electronic  As- 
sociates probabK-  wound  up  only 
matching  the  10  cents  it  earned  in 
1968. 

Growth  Plan 

With  EAI  stock  dropping  rather 
than  rising,  Christianson  could  no 
longer  hold  his  staff  together,  and 
man)  good  men  went  to  other  com- 
panies where  their  options  would  be 
worth  something.  Christianson 's  latest 
strategy  was  to  merge  EAI  into  a  larg- 
er compan\'.  Control  Data  rejected  his 
terms  in  1968,  and  last  month  Varian 
Associates  dropped  its  offer  after 
Christianson  declined  to  make  a  num- 
ber of  management  changes  at  EAI. 
So  Christianson  tried  to  merge  with 
conglomerate  Harvard  Industries  of 
New  Jersey,  but  that  move  failed  too. 
Obviously,  he  will  now  have  to  do 
some  more  shopping. 

The  moral  to  the  foregoing  seems 
obvious.  EAI  may  lie  the  IHM  of  its  in- 
dustry, but  in  investment  terms  there 
is  no  substitute  for  the  genuine  arti- 
cle: $1,000  invested  in  EAI  in  1963 
would  be  worth  $250  today;  $1,000 
invested  in  IBM  would  now  be  worth 
$2,700.  ■ 


Laying  An  Egg.  Electronic  Associates  figured  its  analog  computers 
had  an  inside  track  on  specialized  jobs  like  selecting  and  blending 
chicken  and  other  livestock  feeds.  But  EAI  counted  its  chickens  too  soon. 
Today  digital  computers  can  do  the  job  about  as  well  and  as  cheaply. 


there's 

Columbus, 

Georgia. 


Annexation  referendum  was 
put  to  the  public  June  25th, 
1969.  Results?  Approval  by 
2  to  1. 

That's  the  progressive  atti- 
tude that  prevails  in  Columbus. 
Now  we're  the  second  largest 
city  in  Georgia.  Population 
over  1 94,000. 

Columbus  is  the  ideal  loca- 
tion for  your  new  plant  site. 

We  welcome  your  inquiry  and 
we'll  treat  it  with  complete 
confidence. 

Take  the  6C  tour .  .  . 


Spend  SIX  cents  and  mail  this  coupon.  Our  36- 
page  brochure  shows  how  Columbus  can 
contribute  to  your  company's  expansion  plans. 
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Gianninrs  Legacy 

Western  Bancorporation  was  a  great  banker's 
great  idea.  But  management  gets  the  credit  for  turn- 
ing   the    concept    into    flesh-and-blood  reality. 


Almost  everyone  knows  that  the 
largest  U.S.  bank,  Bank  of  America, 
is  located  in  the  West.  But  so  is  the 
fifth-largest  banking  organization,  Los 
Angeles-based  Western  Bancorpora- 
tion. And  that  is  considerably  less 
well  known.  There  is  even  a  family 
connection.  If  $24-billion-assets  Bank 
of  America  is  the  brainchild  of  the 
late  Amadeo  Peter  Giannini,  then  $10- 
billion-assets  Western,  the  U.S.'  largest 
multibank  holding  company,  is  at 
least  his  stepchild. 

Western  was  born  back  in  1958 
when  the  Government  forced  Trans- 
america,  the  financial  holding  com- 
pany Giannini  had  founded,  to  divest 
itself  of  the  banking  network  it  had 
built  up  throughout  the  West.  Cut  off 
from  Transamerica,  the  new  bank, 
known  then  as  Firstamerica  Corp., 
desperately  lacked  management,  and 
to  get  it,  the  $3.5-billion  company 
merged  in  1959  with  the  $1.3-billion- 
assets  California  Bank.  The  merger  was 
a  natural.  California  Bank  was  look- 
ing for  branches  outside  Southern 
California,  which  Firstamerica  pro- 
vided, while  California  Bank's  Frank  L. 
King  and  Clifford  Tweter,  now  chair- 
man and  president,  brought  manage- 
ment to  the  23-bank  holding  company 
that  now  sprawls  across  11  western 
states. 

"We  fell  heir  to  it,"  says  Tweter 
today.  But  what  he  and  Frank  King 
inherited,  they  set  about  improving. 
Both  companies'  California  banking 
operations  were  merged  to  form  the 
$2.4-billion-assets  United  California 
Bank,  which  became  the  centerpiece 
of  what  was  renamed  Western  Bancor- 
poration in  1961.  With  that  accom- 
plished, the  emphasis  was  on  building 
up  the  system  through  infusions  of 
capital  raised  by  Western.  By  1963 
the  structure  that  is  Western  today 
was  pretty  well  set.  UCB  holds  46% 
of  the  total  deposits  of  the  combined 
banks,  contributes  42%  of  their  com- 
bined earnings.  The  non-California 
banks  continue  to  contribute  a  great- 
er return  on  the  funds  they  have  to 
lend,  a  consequence  of  the  higher 
percentages  of  real  estate  and  install- 
ment loan  business  in  their  loan  port- 
folios. 

This  kind  of  business,  says  Presi- 
dent Tweter,  generally  yields  as  much 
as  2)'i%  more  than  commercial  loans. 
Naturally,  developing  areas  will  have 
more  of  such  business  tiiau  fully  in- 
dustrialized areas  with  larger  com- 
panies.   But   that,   after   all,    is   what 
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Western's  structure  is  all  about:  a 
counterbalance  between  California's 
vast  and  rapidly  maturing  market  and 
the  smaller,  fragmented  but  develop- 
ing markets  elsewhere  in  the  West. 

Like  the  West  itself.  Western  is 
more  than  California.  Banks  in  Oregon, 
Washington,  Arizona,  Colorado,  Ne- 
vada, New  Mexico,  Utah,  Idaho,  Mon- 
tana and  Wyoming  make  up  the  rest, 
ranging  in  size  from  Portland's  $1.8- 
billion-assets  First  National  Bank  of 
Oregon  to  the  $10-million-assets  Bank 
of  Glacier  County  in  Cut  Bank,  Mont. 
"In  Cahfornia,"  says  Tweter,  who 
came  West  from  Continental  Illinois 
Bank  in  1941,  "the  rate  of  growth  is 
slowing,  but  we  do  find  an  overflow 
from  California  moving  into  the  state 
of  Oregon,  Arizona  and  Washington. 
So  these  areas  benefit,  and  we  are  in 
all  of  them." 

It  certainly  is:  Of  its  606  branch  of- 
fices, 383  were  outside  California.  And 
just  as  Western  benefits  from  good 
business  in  any  one  of  its  states,  so  its 
spread  often  enables  it  to  make  a 
good  thing  even  better.  If  loan  de- 
mand becomes  intense  in  Arizona,  for 
example,  the  First  National  of  Ari- 
zona or  the  Southern  Arizona  can  of- 
ten meet  the  demand  by  placing  some 
of  the  loans  with  Western  units  else- 
where. "While  one  area  may  be  mov- 
ing backward,  another  may  be  moving 
forward,"  Tweter  says.  "We  have  a 
very  fortunate  structure  as  well  as  bal- 
ance of  retail  and  wholesale  business." 

Helped  by  the  regional  banks.  West- 
ern enjoys  an  almost  equal  balance  in 
its  $6-billion  loan  portfolio  between 
commercial  loans  (wholesale)  and  in- 
stallment and  real  estate  loans  (re- 
tail). It  was  precisely  this  balance  that 
helped  Western  to  a  better-than-20% 
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gain  in  net  operating  earnings  last 
year,  significantly  larger  than  the  nine- 
month  gains  made  by  such  large  com- 
mercial banks  in  New  York  as  First 
National  City  (up  3%),  Chase  Man- 
hattan (4%)  and  Manufacturers  Han-' 
over  (13%). 

Good  Money 

In  last  year's  tight-money  market. 
Western  had  several  things  going  for 
'it.  Like  most  California  banks,  it  has 
an  inordinately  high  percentage  of 
time  deposits,  52%  of  its  $8.4-billion 
total;  and  at  a  time  when  yields  on 
loans  are  going  through  the  roof, 
time  deposits— with  legally  fixed  ceil- 
ings on  interest— are  the  banker's  best- 
loved  raw  material.  More  important, 
however,  was  the  increased  profitabili- 
ty of  Western's  installment  loan  busi- 
ness, mainly  auto  and  consumer  loans. 
Enjoying  strong  demand  in  its  regions 
for  such  loans.  Western  last  year  could 
be  selective  and  cut  potential  loan 
losses  in  its  retail  business.  With  that 
kind  of  thrust  behind  it.  Western's  re- 
turn on  stockholders'  equity  hit  14.6% 
last  year,  up  from  12.4%  in  1968  and 
averaged  at  around  10%  for  most  of 
the  previous  decade. 

Of  comse,  all  good  things  have  a 
price,  and  for  Western  the  price  tra- 
ditionally has  been  higher  loan  losses 
than  are  common  in  other  areas.  In 
1968,  owing  to  a  real  estate  develop- 
er's troubles.  Western's  loan  losses 
reached  a  peak  of  $28.6  million,  up 
$8.5  million  from  the  already  high 
level  of  1967.  Obviously,  when  devel- 
opers cannot  get  their  payout  in  time, 
neither  can  their  bankers.  "Loan  losses 
are  higher  in  the  West  because  with 
so  much  retail  business  you're  going  to 
have  more  loan  losses,"  says  Tweter. 
"You  compensate  by  a  higher  yield." 

These  loan  losses  now  have  a  spe- 
cial impact  on  Western's  earnings  be- 
cause under  revised  accoui>ting  rules, 
banks  must  deduct  loan  losses  be- 
fore reporting  earnings.  Thus,  West- 
ern's $3.30  of  net  operating  earnings 
in  1969  shrinks  to  $3  when  average 
loan  losses  over  five  years  are  taken 
into  account,  and  cuts  the  percentage 
gain  from  20%  to  9%.  Tweter  dis- 
likes the  change,  contending  that  the 
new  rules  do  not  yield  "a  true  meas- 
ure of  a  bank's  earning  power."  But 
clearly  some  way  must  be  found  to 
account  for  the  extra  risks  that  go 
with  the  extra  growth  and  earnings 
potential  of  Western's  territory. 

What  really  counts,  of  course,  is 
the  progress  Tweter  and  King  have 
made  in  enlarging  Giannini's  legacy. 
And  measure  it  any  way  that  you  will, 
they  have  managed  to  double  assets 
and  more  than  double  operating  earn- 
ings in  the  decade  in  which  they've 
run  the  company.  ■ 
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Now  You  See  It . .  - 

.  .  .  No v^  you  don't  Dayco's 
record  looks  great.  Or  does  it? 

Bob  and  Dick  Jacob,  the  two  broth- 
ers who  i^un  Dayton's  Dayco  Corp., 
have  taken  the  company  so  far  in  the 
past  few  years  that  tliey're  at  pains 
to  deny  that  Dayco  is  just  another  con- 
glomerate house  of  cards.  With  good 
reason.  As  Dayton  Rubber  Co.,  the 
company  never  grossed  more  than 
S102  miUion,  lost  money  in  1960  and 
1961,  and  never  earned  more  than 
S1.60  a  share  thereafter.  But  Robert 
Jacob  and  his  brother  Richard  have 
changed  all  that.  They  got  out  of  tires 
and  began  buying  their  way  into 
plastic  parts,  chemicals  and  consumer 
items  like  luggage.  In  the  past  three 
\ears  DaN'co's  sales  rocketed  169%  to 
S320  million,  its  earnings  68%  to 
S2.81  a  share;  and  in  1969  it  was 
earning  better  than  25%  on  e(iuity, 
one  of  the  highest  returns  in  U.S.  in- 
dustry. In  the  process  Dayco's  price/ 
earnings  ratio  soared  from  8  to  17,  its 
Ltjmmon  from  $9. .50  to  $33.50.  Hot- 
shot, yes,  but  a  house  of  cards? 

Vie'te  Different 

No,  says  Robert  B.  Jacob,  Dayco's 
chairman  and  chief  e.xecutive.  "We've 
made  plenty  of  acquisitions,  but  they 
have  to  fit  at  least  70%^  with  what  we 
do."  No  again,  says  Richard  J.  Ja- 
cob, Dayco's  president  and  chief  op- 
erating officer.  "We  get  roughly  15% 
of  our  grosvth  internally.  Even  with- 
out our  two  big  acquisitions,  we 
would  have  increased  our  sales  from 
SI 64  million  to  $200  million." 

Quite  a  record?  On  the  surface, 
>es.  But  look  closer:  Since  1966  most 
of  Dayco's  acquisitions  have  been  made 
for  convertible  debentures,  so  that 
Da\co  now  carries  $103  million  in 
debt  vs.  $25  million  in  1966,  while 
its  book  value  has  actually  declined 
(which  explains  its  sky-high  return). 
The  rub  is  that  full  conversion  of  its 
preferred  and  debentures  would  al- 
most double  Dayco's  outstanding  com- 
mon. The  actual  reduction  in  earn- 
ings. Bob  Jacob  says,  would  be  nearer 
35%— enough  to  cut  1969  earnings 
from  $2.81  to  $1.84  a  share,  only 
slightly  higher  than  1966's  $1.64.  Bob 
Jacob,  who  with  his  family  and  asso- 
ciates owns  25%  of  the  company, 
brushes  aside  the  threat  of  conver- 
sion. "The  convertibles  are  structured 
to  have  a  higher  and  more  solid  divi- 
dend or  interest  rate  than  the  com- 
mon," he  says.  "They  ride  with  the 
common  if  it  goes  over  the  conver- 
sion price.  So  why  convert?" 

Now  you  see  it. 

Now  you  don't.  ■ 


This  advertisement  is  neither  an  offer  to  sell,  nor  a  solicitation  of  an  offer  to  buy,  any  of  these  securities. 
This  offering  is  made  only  by  the  Prospectus. 

December  23,  1969 

X  443,684  Shares 

Common  Stock 

($.50  Par  Value) 

Of  the  443,684  shares  of  Common  Stock  offered,  350,000  shares  are 
to  be  sold  by  the  Company  and  93,684  shares  are  to  be  sold  by  certain 
shareholders  of  the  Company. 


Price  $18  per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from  only  such  of  the  undersigned 
as  may  legally  offer  these  securities  in  compliance  with  the  securities  laws  of  such  State. 

Walston  &  Co.,  Inc. 
Bache&Co.   Bear,  Stearns  &  Co.   CIark,Dodge&Co.   Dominick&Dominick, 

Incorporated  Incorporated  Incorporated 

Goodbody  &  Co.         Ladenburg,  Thalmann  &  Co.         Shields  &  Company- 
incorporated 

Blair  &  Co.,  Inc.  J.  C.  Bradford  &  Co.  Butcher  &  Sherrerd 

Incorporated 

H.  Hentz  &  Co.     Rauscher  Pierce  &  Co.,  Inc.     Thomson  &  McKinnon  Inc. 

C.  E.  Unterberg,  Towbin  Co. 
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BOSTON  EDISON 
COMPANY 

Common  Dividend  No.  323 
A  quarterly  dividend  of  52t  per 
share  on  the  Common  Stock  of 
the  Company  has  been  declared 
payable  on  the  second  day  of 
February  1970  to  stockholders  of 
record  at  the  close  of  business 
oil  January  9,  1970. 

Preferred  Dividend 
A  quarterly  dividend  of  $  1 .06  per 
share  has  been  declared  payable 
on  the  second  day  of  February 
1970  to  stockholders  of  record 
at  the  close  of  business  on 
January  9,  1970  of  the  Com- 
pany's Cumulative  Preferred 
Stock,  4.25%  Series. 

Preferred  Dividend 
A  quarterly  dividend  of  $1.19  per 
share  has  been  declared  payable 
on  the  second  day  of  February 
1970  to  stockholders  of  record  at 
the  close  of  business  on  January 
9,  1970  of  the  Company's 
Cumulative  Preferred  Stock, 
4.78%  Series. 

Checks  will  be  mailed  from 
Old  Colony  Trust  Company, 
Boston. 

JOSEPH  P.  TYRRELL 
Vice  President  and  Treasurer 

Boston,  December  22,  1969 


The  Hatteras  is  remarkably  com- 
fortable. With  fiberglass  it  is  pos- 
sible to  mold  a  hull  shape  which 
virtually  eliminates  pounding, 
yawing  and  broaching.  Write  for 
the  name  of  nearest  dealer.  For 
portfolio  of  color  literature,  en- 
close $1.00.  Send  to  2483  Kivett 
Drive,  High  Point,  N.  C.  27261 


^ 


HatterasYacht  Division 

North  American  Rockwell 
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The  Money  Men 


Bear  on  Gold;  Bull  on  Silver 


Charles  R.  Siahl 


So  THE  PRICE  of  gold  finally  sank 
to  $35  an  ounce  and  crushed  the 
gnomes  of  Zurich  and  rejoiced  the 
hearts  of  all  central  bankers.  "/  told 
you  so,"  said  Charles  R.  Stahl,  a 
48-year-old,  Polish-bom  expert  in 
precious  metals  and  publisher  of 
Green's  Commodity  Market  Com- 
ments. Stahl  did  indeed  tell  us  so. 
As  far  back  as  Mar.  10,  1969, 
when  gold  hit  its  high  of  S43.825, 
Stahl  was  recommending  gold  as  a 
short  sale.  'The  move  in  gold  prices 
is  due  to  scarce  offering  rather  than 
real  demand,"  he  said  then.  "It  all 
might  end  like  a  stock-market  pro- 
motion where  the  price  of  a  stock 
goes  higher  and  higher  because  lit- 
tle material  is  offered,  making  pur- 


chasers reluctant  to  sell  in  view  of 
a  steady  upward  move.  However, 
once  some  of  the  buyers  want  to 
take  profits,  they  find  there  is  no 
one  to  sell  to." 

Bulls-eye!  There  was  no  one  to 
sell  to. 

Stahl's  bearishness  on  gold  seems 
out  of  character  because  in  most 
ways  he  tliinks  like  the  t>'pical  gold- 
worshipping  Euiopean  money  man. 
Here  is  a  man  who  has  fled  from 
both  the  Nazis  and  the  Commu- 
nists. A  man  who  has  experienced 
firsthand  die  impemianence  of  pa- 
per money.  How  come,  dien,  he 
doesn't  belong  to  the  cult  of  gold 
with  its  faith  in  tlie  metal's  tangi- 
biUty,  its  lack  of  susceptibility  to 


pohtical  maneuvering?  The  answer 
is  that  Stahl  interprets  his  experi- 
ence somewhat  differently  than 
do  man>'  Europeans.  He  has  a  ter- 
rific faith  in  the  U.S.  economy. 

"Look,"  he  said,  "the  dollar  isn't 
as  good  as  gold.  Oh  no,  it's  better 
than  gold.  You  ought  to  look  at  it 
this  way:  Gold  has  value  only  be- 
•cause  the  U.S.  is  wiUiiig  to  pay  83.5 
an  ounce  for  it. 

"The  gold  mafia  has  created  the 
myth  that  our  balance  of  pavTnents 
would  be  improved  if  we  increased 
the  price  of  gold.  You  know  what 
this  m\'th  is?  It's  pure  nonsense. 
Tlie  balance  of  paxTnents  has  noth- 
ing to  do  with  gold.  It  has  to  do 
wdth  the  amount  of  products  we 
import  and  export.  Sure,  our  sur- 
plus of  merchandise  exports  has  de- 
clined from  S4  bilhon  to  about 
S800  milhon  in  the  past  four  years, 
but  this  decline  isn't  entirely  a  re- 
sult of  weakness.  To  a  degree,  it's 
a  result  of  strength." 

Stahl  reasons  that  U.S.  exports 
are  decfining  largely  because  U.S. 
industry  has  increasingly  moved 
overseas  and  is  producing  goods 
abroad  that  it  formerly  produced 
here.  "But  how  is  this  weakness, 
when  these  investments  abroad 
produce  S8  bilUon  per  year  in  prof- 
its for  U.S.  firms?  During  the  years 
that  the  U.S.  lost  $13  bilhon  in 
gold,  it  acquired  more  than  $80 
bilhon  in  assets  abroad.  Do  you  call 
this  a  bad  bargain?" 

Not  only  does  Stahl  think  the 
price  of  gold  will  sta\'  at  $35  an 
ounce,  he  thinks  its  days  are  num- 
bered as  a  backing  for  currency. 
"It's  too  inconsequential,"  he  said. 
"In  1970  the  U.S.  will  have  a  gross 
national  product  of  close  to  $1  tril- 
hon,  and  world  trade  is  currently 
running  at  close  to  $250  bilhon  a 
year.  What  difference  does  it  make 
if  we  have  a  measly  $11  billion  in 
reser\e  gold  or  none  at  all?  How 
can  you  say  international  liquidity 
depends  on  gold,  when  world  trade 
went  up  11?  last  year  even  when 
Uquidit}'  was  declining?"  Stahl  sees 
the  da\  when  Special  Drawing 
Rights  won't  simply  supplement 
gold;  they  will  replace  it.  Just  as 
paper  cuiTency  has  replaced  metal- 
lic cunency  in  internal  dealings. 

"Maybe  in  Europe,  South  Amer- 
ica or  Asia  it's  still  necessary  for  in- 
di%iduals  to  bu\'  gold  for  protec-  ' 
tion,  but  any  American  who  secret- 
ly buys  gold  should  have  his  head 
examined.  As  a  matter  of  fact,  one 
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How  to  pick 
an  investment  banker. 


IVIr.  Chief  Executive  Officer:  If  yours  is  a  growing  company  that  earned 
$1,000,000  to  $10,000,000  before  taxes  last  year,  this  ad  is  for  you. 


How  do  you  gauge 
investment  bankers? 

In  appraising  companies,  security 
analysts  place  major  emphasis  on 
growth.  This  is  also  a  gauge  of  the 
performance  of  investment  banking 
firms,  other  important  criteria  in- 
clude: The  volume  and  nature  of 
the  Investment  banking  firm's  activ- 
ities. Its  ability  to  distribute  securi- 
ties. Its  capital  resources. 

Important  intangibles  include  the 
investment  banking  firm's  reputa- 
tion, quality  standards,  professional 
qualifications,  and  the  after-market 
sponsorship  and  assistance  it  pro- 
vides its  clients. 

How  does  E.F.  Mutton 
test  against  such  criteria? 

GROWTH.Founded  in  1 904,  EFH  has 
long  ranked  among  the  top  broker- 
age firms.  Within  the  past  decade, 
EFH  has  become  one  of  the  nation's 
leading  underwriters  of  stock  and 
convertible  debenture  offerings. 

VOLUME.  In  1969,  EFH  managed  or 
co-managed  over  $330,000,000  of 
stock  and  convertible  debenture 
offerings.  EFH's  $74,000,000  firm 
underwriting  commitment  in  the 
Scudder  Duo-Vest  offering  in  1967 
is  believed  to  have  been  the  largest 


such  commitment  by  a  single  firm 
in  the  history  of  Wall  Street. 

QUALITY.  EFH  manages  public  of- 
ferings only  for  companies  which  it 
believes  have  the  essential  quali- 
ties for  sound  long-term  growth.  Pri- 
mary considerations  are  a  com- 
pany's management,  operations, 
record  to  date  and  future  prospects. 
EFH  also  assists  companies  in  pri- 
vate debt  and  equity  financings  and 
upstream  mergers. 

BROAD  DISTRIBUTION.  The  individ- 
ual, institutional  and  corporate 
clients  served  by  EFH's  4,400  em- 
ployees in  83  offices  throughout  the 
nation  number  in  the  hundreds  of 
thousands. 

CAPITAL  RESOURCES.  The  firm's 
latest  available  capital  of  $45,000,- 
000  and  assets  of  $265,000,000  are 
among  the  largest  in  the  investment 
banking  and  brokerage  community. 

THE  PROFESSIONALS.  The  team  of 
professionals  who  work  with  each 
EFH  corporate  client  are  supported 
by  one  of  Wall  Street's  largest  staffs 
of  security,  company  and  industry 
analysts,  and  specialists  in  public 
and  private  financings,  mergers, 
syndications  and  related  activities. 
Most  hold   advanced   degrees   in 


business  or  law. They  are  thoroughly 
experienced  professionals. 

AFTER-MARKET  SPONSORSHIP.  An 

EFH-managed  offering  is  only  the 
beginning.  Following  the  offering 
the  Trading  Division  continues  to 
make  a  market  in  the  stock  if  it  is 
traded    over-the-counter.  Regard- 
less of  the  market  in  which  the 
security  is  traded,  the  Research  Di- 
vision keeps  investors  and  the  finan- 
cial community  apprised  of  the 
company's  progress  through  re- 
ports and  bulletins.  The  Corporate 
Finance  Division  assists  in  financial 
planning,  acquisitions,  mergers, 
long-term  loans,  stock  exchange 
listings  and  in  setting  up  stock  op- 
tion, employee  stock  purchase  and 
dividend  reinvestment  plans,  pen- 
sion funds  and  profit  sharing  retire- 
ment trusts. 

Action. 

If  yours  is  a  growing  company  that 
earned  $1,000,000  to  $10,000,000 
before  taxes  last  year,  and  if  you  are 
interested  in  discussing  a  financing 
or  merger— or  simply  your  plans  and 
prospects— contact  John  Shad,  the 
Executive  Vice  President  in  charge 
of  our  Corporate  Finance  Division— 
One  Chase  Manhattan  Plaza,  New 
York,  New  York  10005;  phone  (212) 
WH  4-2100. 


Hutton 


r\ 


E.  F.  Hutton  &  Connpany  Inc. 
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The  Money  Men 


reason  the  price  of  gold  dropped 
so  fast  is  that  a  lot  of  Americans 
who  had  speculated  in  gold  abroad 
are  dumping  it.  That's  what's  lous- 
ing up  the  market." 

Forbes  asked  Stahl  a  question. 
"Isn't  there,  in  your  opinion,  amj 
way  for  people  to  protect  them- 
selves against  inflation?  If  holding 
gold  is  both  illegal  and  ill-advised, 
then  what  makes  sense  to  you?" 

ISlow  Stahl  was  in  his  element. 
His  face  lit  up.  "Of  course.  The\ 
can  invest  in  precious  metals.  Not 
gold,  which  U.S.  citizens  cannot 
legalK'  purchase  an\-\va\-.  but  other 
precious  metals  like  silver  and  plati- 
num for  which  there  are  industiial 
uses.  I  said  invest,  not  speculate." 

It  didn't  take  much  inging  for 
him  to  go  on. 

"Ordinarily,  the  commodities 
market  is  only  for  higliK'  specula- 
tive trading.  But  precious  metals 
make  it  another  ball  game.  Silver 
.  .  .  platinum." 

Well,  it  all  .sounded  pretty  good, 
so  we  asked  Stahl  how  a  person 
went  about  it.  "The  easiest  way," 
he  explained,  "is  through  the  broker 
who  handles  your  securities.  Most 
brokers  on  the  New  York  Stock  Ex- 
change are  also  on  all  the  commod- 
ities exchanges.  If  you  want  to 
take  delivery  of  the  metals,  then 
you  tell  him  to  do  that  for  you  and 
he  will  know  how  to  airange  for 
storage. 

"The  important  thing,"  he  added, 
"is  to  work  with  a  wide  enough 
margin.  Invest  on  a  .3051  to  A0% 
margin  instead  of  the  required  10% 
or  so— for  psychological  reasons.  If 
you  were  to  buy  a  silver  contract 
for  March  1971,  the  contract  value 
would  be  $22,000.  You  would  only 
have  to  deposit  maybe  SI, .500. 
When  your  broker  calls  you  for 
additional  margins,  chances  are  you 
won't  put  them  up.  But  if  you 
bought  the  contract  for  S6,000  or 
S7,000,  chances  are  he'd  ne\er  call 
and  you'd  have  a  good  long-term 
investment. 

"Remember,"  he  said.  "I'm  talk- 
ing long  term  here.  Very  long 
term.  Maybe  ten,  twenty,  thirty 
years.  But  appreciation  is  almost 
guaranteed,  and  it  could  be  spec- 
tacular. Certainly  it  would  be  built- 
in  protection  against  inflation. 

"Consumption  of  metals  is  al- 
ready exceeding  production  at  an 
alarming  rate.  It's  going  to  get 
worse.  By  the  year  2000  either  ec- 
ertjone  is  going  to  have  a  U.S. -style 


standard  of  living  or  we're  not  go- 
ing to  have  it  anymore.  Which  can 
only  mean  that  demand  for  metals 
is  going  to  go  up,  up,  up  and  up." 
Just  to  give  an  idea,  Stahl  predict- 
ed that  the  world  will  be  using  as 
much  as  63  million  tons  of  copper 
by  the  year  2000,  up  from  7  million 
tons  in  1968.  Lower-quality  depos- 
its will  have  to  be  worked  and  the 
price  will  ha\e  to  go  up  to  pay 
for  it. 

We  pointed  out  that  the  money 
invested  in  good  bonds  at  8%  would 
increase  ten  times  in  value  by  2000 
if  you  were  reinvesting  the  interest 
at  S%.  Would  copper,  silver  and 
platinum  do  better  than  that?  Not 
to  mention  storage  costs  in  the 
meantime? 

"Definitely,"  Stahl  replied,  "met- 
als are  a  much  better  buy.  By  the 
year  2000  copper,  silver  and  plati- 
num will  be  so  rare  there  will  be 
a  huge  premium  on  them.  And 
storage  costs  are  nominal— onh" 
about  $10  a  month  for  a  silver 
contract  and  $3  a  month  for  a 
platinum  contract.  Also  remember 
you  buy  metals  for  protection  as 
well  as  for  capital  gains.  Metals 
have  an  intrinsic  \alue  that  makes 
them  worth  more  than  paper.  If  I 
were  buying  for  the  long  term  or 
for  my  child,  I'd  certainly  pick  plat- 
inum over  any  good  Iwnd." 


We  reminded  Stahl  that  many  of 
us  might  not  still  be  around  in 
2000. 

'  He  hesitated  for  a  moment.  Only 
for  a  moment  though.  "If  you're 
investing  for  two  years,  buy  silver. 
If  \  ou're  investing  for  ten,  buy  plati- 
num. If  you're  inxesting  for  your 
children,  buy  both,  and  maybe  gold 
wouldn't  be  bad  in  this  case  either. 
If  you  could  buy  it.  By  then,  gold 
will  be  freed  from  monetary  consid- 
erations, and  the  industrial  and 
jeweh>'  demand  will  be  so  great 
that  its  price  will  go  up,  too. " 

Stahl  explained  that  silver  con- 
sumption already  exceeds  produc- 
tion by  165  million  ounces  per 
year,  which  makes  a  rise  in  price 
inevitable  once  stockpiles  get  nm 
down  a  bit  further.  How  much  of 
a  rise?  He  can  see  silver  at  S3  an 
ounce  within  a  \'ear  as  compared 
with  the  current  SI. 80  per  ounce. 
By  1980  he  can  see  a  price  of  $10 
an  ounce  if  no  substitutes  are 
found.  "Silver, "  Stahl  said,  "is  at 
an  explosive  stage. " 

Platinum,  he  thinks,  will  be  next. 
It  will  be  needed  in  huge  quan- 
tities to  eliminate  poisonous  lead 
exhaust  from  gasoline  when  and 
if  laws  are  passed  requiring  use  of 
nonleaded  gasoline  to  reduce  aii' 
pollution.  "In  the  Seventies,  plati- 
num will  replace  gold  as  South  Af- 
rica's No.  One  export.  I  can  see  it 
selling  at  $230  an  ounce  during 
1970,  up  from  the  recent  $160  an 
omice." 

Well,  you  can't  accuse  Charley 
Stahl  of  hedging.  If  silver  and  plati- 
num soar  this  year,  he'll  look  great. 
If  they  don't,  then  he  is  wrong,  no 
mistake  about  that. 

So,  we  put  one  more  question  to 
him:  "Why  do  most  people  lose 
their  shirts  when  the\'  trade  in 
commodities?" 

He  was  fast  on  that  one.  "In 
commodities  as  in  stocks,  there's  no 
substitute  for  good  judgment  and 
common  sense.  The  greatest  ene- 
m\'  of  any  inxestor  lies  within  him- 
self: greed,  overtrading,  overspecu- 
lating.  Too  many  people  go  in  over 
their  heads,  risk  more  dian  they 
can  afford  to  lose.  I  wouldn't  ad- 
vise anyone  to  invest  more  than  5% 
of  his  total  investment  assets  in 
commodities,  not  including  pre- 
cious metals. 

"And  don't  forget, "  he  called  af- 
ter us  as  we  were  leaving:  "Only 
liars  buy  at  the  bottom  and  sell  at 
the  top."  ■ 
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Culver  Pictures 


Clean  living  pays  off. 

Forbes  Magazine  scored  a  jump  of  156  advertising  pages  in  1969  over  '68.  We  were  the  only 
business  magazine  to  move  ahead. 

Here's  one  good  reason  why. 

We've  got  the  "cleanest"  circulation  of  the  country's  three  leading  business  magazines:  Business 
Week,  Fortune  and  FORBES. 

That's  magazine  talk. 

It  simply  means  FORBES  subscribers  like  this  magazine  well  enough  to  pay  the  full  subscription 
price  for  it,  year  after  year.  And  they  order  it  by  mail,  as  opposed  to  ordering  through  a  dealer.. 
And  they  order  it  for  three  years  or  longer. 

• 

Here  are  the  pertinent  figures,  straight  from  the  latest  publishers' statements  issued  by  the  Audit 
Bureau  of  Circulations: 


Pay  full  subscription  price 

Order  by  mail 

Order  for  3  years  or  more 

FORBES 

89% 
88% 
46% 

Fortune 
23% 
80% 
18% 

Business  Week 

75% 
73% 
34% 

And  FORBES  is  the  only  one  of  the  three  to  carry  no 
subscriptions  in  arrears.  The  preceding  figures  sug- 
gest why  FORBES  advertising  pages  have  jumped 
111%  in  the  past  five  years.  And  why  ad  revenues 
rose  259%. 


Nice  to  know  that  the  clean  ones  get  the  green  ones. 

Forbes  readers  don't  just  own  American  business.. 

They  run  it. 

Forbes:  capitalist  tool 


If  you  have  even  one  investment  decision  to  make  in  1970- 
FINANCIAL  WORLD  could  help  make  it  a  better,  more  profitable  one. 

Learn  how  with  this  special  $6  introductory  offer. 


Wouldn't  it  be  worth  -6  to  you  to  move  toward  greater 
investment  success  in  '70?  You  can — when  you  join  the 
tens  of  thousands  of  investors,  individuals  and  institutions, 
who  count  on  Financial  World  to  help  them  protect  and 
add  to  their  investment  capital  .  .  .  who  take  full  advan- 
tage of  all  of  Financial  World's  unique  investment  aids. 

And  never  have  investors  needed  help  more.  You  now 
face  a  new  year — a  new  decade —  without  any  assurance 
of  a  record  economy  and  a  soaring  stock  market,  such  as 
past  years  have  seen.  In  1970,  you  can  expect  a  market 
unusually  sensitive  to  constantly  shifting  conditions  and  to 
an  unprecedented  host  of  unknowns.  A  market,  in  other 
words,  in  which  you'll  need  all  the  help  you  can  get.  And 
for  just  ^6  .  .  . 

You  will  receive  all  this: 

1.  TWELVE  WEEKLY  ISSUES— PACKED  WITH  MARKET  NEWS:  Each  week 

for  the  next  12  weeks  you'll  receive  your  own  copy  of  Financial 
World.  Each  issue  filled  with  articles  to  read  and  use  .  .  .  current 
investment  news,  investment  ideas,  investment  opportunities  ...  a 
wealth  of  dollars-and-sense  information. 

2.  THREE    MONTHLY   SUPPLEMENTS-INDEPENDENT    APPRAISALS: 

Each  month  for  the  next  3  months  you'll  get  a  detailed,  updated 
digest  of  current  stock  information— prices,  earnings,  dividends,  etc.— 
along  with  our  independent  ratings  of  as  many  as  1,900  listed  stocks. 

3.  PERSONAL  ADVICE  BY  MAIL:  Any  time  during  your  subscription, 
you  may  ask  us  for  buy/hold/sell  advice  on  any  listed  security  you're 
interested  in.  Write  as  often  as  once  a  week,  if  you  like. 

4.  VALUABLE  BONUS  BOOK:  As  a  special  gift,  you'll  receive  a  copy  of 
our  72-page  handbook— Yo«r  Step-by-Step  Guide  to  Investment  Success. 
This  volume,  available  in  no  other  way,  helps  clear  away  investment 
myths  and  mysteries— explains  portfolio  planning,  dollar  averaging, 
how  to  read  a  balance  sheet,  depreciation,  investment  timing— gives 
you    investment    knowledge    you    need,    in    easy-to-understand    form. 

5.  SPECIAL  STUDIES:  As -soon  as  your  subscription  starts  you'll  re- 
ceive two  Special  Studies  on  current  investment  opportunities:  "Stocks 
to  Earn  More  in  1970"  and  "Stocks  Set  for  Turnaround."  These  reports 
are  typical  of  the  informed,  timely  investment  ideas  you'll  find  in  every 
issue  of  Financial  World.  .- 

6.  MONEY-BACK  GUARANTEE:  Any  time  during  the  first  30  days  of 
your  subscription,  if  any  part  of  the  Financial  World  service  fails 
to  satisfy  you,  we'll  return  your  subscription  cost  in  full.  We're 
confident  you'll  consider  your  subscription  to  Financial  World  a 
sound   investment.  Find   out   for  yourself— return   the   coupon   today. 

ADDITIONAL  SAVINGS:  if  you  enter  your  subscription  for  6  months, 
for  just  $16— or  for  a  full  year,  for  only  $28  we'll  send  you 
all  of  the  above  services  PLUS  the  current  edition  of  our  352-page 
annual  Stock  Factograph  Manual  (regular  price:  $6.00)  with  65,000 
useful  facts  on  more  than  2,250  different  stocks.  To  take  advantage 
of  this  extra  offer,  just  check  the  appropriate  box  below.  The  money- 
back  guarantee  applies  in  all  cases,  of  course. 


jA  unique  combination  of 
investmJent  news  and  financial 
counsel— with    a    history    of    almost 
70  years  of  successful  service  to  investors. 


FORECAST  FOR  1970 

Don't  miss  the  Special  January  14,  1970  "Annual 
Review  and  Forecast"  issue  of  Financial  World, 
featuring:  Investing  in  the  '70's  .  .  .  Growth 
Stocks  in  the  New  Decade  .  .  .  Technical  Trends 
.  .  .  Mutual  Funds  .  .  .  and  dozens  of  other  timely 
investment  features. 

This  Special  Issue  will  be  part  of 
your  subscription  if  you  act  now. 


□  I  enclote  16 — returnable  on  money-back  guarantee.  Send  me  12  weeks 
of  Financial  World  plus  special  reports,  3  monthly  supplements  of 
"Independent  Appraisals"  with  Advice.by-Mail  privilciiea  and  the  raluabls 
BONUS   Book. 

n  I  enclose  J16 — returnable  on  money-back  guarantee.  Send  me  6 
months  (26  issues)  of  Financial  World,  and  all  of  the  above  benefils  and 
privileges  plus   the   Stock   Factograph   Manual. 

n  I  enclose  $28— returnable  on  money-back  guarantee.  Send  me  a  full 
year  (52  issues)  of  Financial  World,  and  all  of  the  benehls  and  privileges 
including   the   Stock   Factograph    Manual. 


FINANCIAL  WORLD 

Dept.  FB-115 

17  Battery  Place,  New  York,  N.Y.  10004 

Tiam  e « •;•  •  ••>  «>••>««•>•«■ 

A  ddress 
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MARKET  COMMENT 

By  L  O.  Hooper 

The  Market  Won't  Be  Hurried 


Tins  IS  a  good  time  to  remind  in- 
\  estors  that  bear  markets  do  not  sud- 
denly change,  in  the  twinkling  of  an 
1  ye,  into  hull  markets.  I'siialh  there 
is  a  period  of  months  (sometimes 
over  a  \ear)  in  which  sentiment,  and 
the  price  trend,  blows  hot  and  cold. 
E.xtreme  discouragement  from  time  to 
time  evaporates  (luickly  into  hope  of 
too  mucli  too  soon,  only  to  recur  after 
hope  deferred  once  more  has  made 
hearts  sick. 

All  this,  strange  as  it  may  seem,  is 
part  of  the  traditional  healing  process. 
The  chartist  sometimes  describes  it  as 
"building  a  bottom."  The  old  lows 
are  "tested"  in  the  a\  erages.  and  fewer 
and  fewer  stocks  establish  fresh  bot- 
toms on  each  decline.  Usually  the 
volume  of  trading  shrinks  as  both  ral- 
lies and  new  sinking  spells  wear  them- 
selves out. 

Investors  who  look  for  appreciation 
are  always  impatient  people,  especial- 
ly the  less  experienced  younger  ones 
who  make  up  such  a  high  percentage 
of  contemporary  participation.  They 
are  sure  to  tr\'  to  hurry  the  advent 
of  a  new  bull  market.  At  times  they 
will  seem  to  be  successful,  only  to  find 

Mr.    Hooper   is  associated  with  the   New  York  Stock 
Exchange  firm  of  WE.  Hutton  &  Co. 


out  that  the  healing  process  is  slow 
and  can't  be  pushed  too  fast.  They 
will  find  this  a  slower  ball  game  than 
they  have  witnessed  in  these  recent 
years  of  abnormal  markets.  More  pa- 
tience will  be  needed,  and  money 
won't  grow  as  fast— even  when  in- 
vestors, are  relatively  successful.  But 
the  negative  factors  will  be  less  po- 
tent in  1970  than  in  1969,  and  the 
positive  influences  will  gradually  be 
more  effective. 

Supply  and  demand  never  meet 
twice  in  exactly  the  same  way  in  any 
market,  whether  it  be  in  stocks  or 
sealing  wax.  There  is  not  much  point 
in  trying  to  predict  what  the  market 
will  do  this  year  just  because  it  acted 
so-and-.so  in  1940,  in  1950,  or  in 
1960.  Every  year  is  a  new  year  with 
a  different  environment  and  changed 
fears  and  hopes. 

Higher  In  1970? 

But  often  in  the  past,  the  behavior 
of  the  stock  market  in  January  has 
been  prophetic.  During  the  past  31 
years,  out  of  19  years  showing  a  Jan- 
uary rise  in  the  DJI,  17  ended  with 
a  net  rise  for  the  year.  By  the  same 
token,  a  January  decline  has  been  fol- 
lowed by  a  net  decline  for  the  year 


in  nine  of  the  12  years  in  which  a 
January  decline  occurred.  There's 
nothing  infallible  about  this,  how- 
ever. Note  that  the  "indication"  or  the 
precedent  failed  utterly  in  four  of  the 
31  years,  and  that  it  was  pretty  weak 
in  1969  when  the  January  decline 
was  so  small  as  to  be  almost  neutral. 
In  that  January,  however,  it  should 
be  noted  that  the  last  half  of  the 
month  was  much  worse  than  the 
first  half. 

I'm  assuming— I  don't  think  too 
dangerously— that  there  will  be  a  net 
advance  in  the  DJI  in  January.  That 
would  be  the  normal  expectation  aft- 
er a  drop  of  some  100  points  (11.5%) 
from  the  November  high  to  the  De- 
cember low.  I'm  also  assuming  that, 
in  spite  of  inevitable  disappointments, 
delays  and  frustrations  midstream  in 
1970,  the  DJI  will  be  higher  at  the 
end  of  1970  than  at  the  end  of  1969. 
How  much  higher  I  won't  even  try 
to  guess! 

Right  now,  with  Congress  coming 
back  into  session,  with  the  State  of 
the  Union  message  at  hand  and  the 
Budget  message  about  ready,  news 
from  Washington  is  in  the  foreground. 
It  is  important  to  note  that  the  Nixon 
Administration  is  getting  its  feet 
placed,  that  this  fiscal  picture  is 
taking  more  definite  form,  that  the 
Federal  Reserve  is  taking  a  more 
flexible  look  at  credit  policy,  that 
more  emphasis  may  now  be  placed  on 
budget  policy  than  on  money  policy, 
and  that  past  disinflationary  moves 
have  begun  to  "take."  All  this  may 
appear  to  be  confusing;  but  events 
are  beginning  to  be  more  dynamic 
(perhaps  both  good  and  bad)    and 
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m  CHARTS* 


A  Guide  to  Probable  Action  of 
over  1400  Stocks  AT-A-GLANCE 

Introducing  Resistance  and  Support  Charts,*  an 
entirely  new  concept.  Resistance  and  Support 
Charts  are  the  only  charts  that  provide  instantly- 
visual,  easily-interpreted,  graphically-pictured- 
and  documented  areas  of  congestion  — your 
guide  to  stocks  probable  action  — at-a-glance. 
Includes  Friday's  close.  In  your  hands  Monday 
morning.  Invaluable  complement  to  all  charts. 
The  missing  link  in  stock  market  information  and 
prediction.  Ten  years  in  testing  and  developing. 

Resistance 
and  Support 
Charts  can  open 
your  eyes  to  an 
entirely  new 
and  more  prof- 
itable world  of 
investing  in 
today's  fast 
changing  stock 
markets. 
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less  deadlocked  and  "cheesy."  Remem- 
ber, in  my  Jan.  1  column  I  predicted 
that  1970  would  be  a  year  in  which 
there  would  be  more  "resolving" 
forces  at  work  and  fewer  "complicat- 
ing" forces  dominating  the  economic 
and  financial  market  scene. 

The  new  tax  law,. although  not  as 
inflationary  as  at  first  feared,  certainly 
does  not  help  the  cause  of  disinfla- 
tion, nor  does  the  outlook  of  the 
short-term  or  longer-term  federal, 
state  and  municipal  budget.  High  in- 
terest rates,  because  they  greatly  in- 
crease the  cost  of  government,  tend 
at  least  to  cancel  themselves  out  as 
a  deflationary  influence.  The  real 
danger  of  deflation  (the  most  un- 
pleasant of  all  economic  phenomena) 
is  not  very  great.  The  worst  antibuU- 
ish  factors  in  the  stock  market  right 
now,  I  suspect,  are  rising  business 
costs  (higher  interest  rates  and  higher 
wages),  lower  profit  margins,  a  mod- 
erately lower  volume  of  business  and 
the  unquestionable  fact  that  bonds 
are  cheaper  and  more  deflated  than 
equities. 

A  Confusing  Pattern 

There  is  also  the  lurking  fear  (in 
the  minds  of  some  economists)  that 
the  money  managers  and  the  economy 
managers  may  have  administered  a 
too  potent  dose  of  deflation  into  the 
social  structure,  and  that  any  anti- 
dote for  such  a  miscalculation  may 
work  too  slowly  unless  it  is  violent 
enough  to  cause  a  recurrence  of  in- 
flationary psychology.  These  econo- 
mists, and  most  of  us  for  that  mat- 
ter, realize  that  when  there  is  tinker- 
ing with  the  economy,  fine  tuning  of 
results  is  difficult  to  attain— and  there 
has  been  some  pretty  great  tinkering 
with  the  economy.  We  don't  know, 
even  now,  exactly  what  has  been 
done  to  a  delicate  and  complicated 
economic  organism,  or,  for  that  mat- 
ter, how  easy  or  difficult  it  may  be 
to  accomplish  aimed-at  results  from 
here  on. 

I  dislike  saying  too  much  about  in- 
dividual stocks  at  the  moment.  In 
many  issues,  the  strength  of  the  past 
few  weeks  has  been  due  to  relief 
from  tax-selling  pressure,  and  to  little 
else.  Fuithermore,  the  price  behavior 
of  individual  stocks  during  this  first 
month  of  the  year  is  traditionally  mis- 
leading, or  at  least  confusing.  The 
pattern  of  the  new  selectivity  is  still 
in  a  formative  stage. 

Federal  National  Mortgage's  sharp 
decline  in  late  December  was  due  to 
high  leverage  in  reverse.  The  spread 
between  the  cost  of  money  and  what 
it  earns  in  mortgages  narrowed  to  al- 
most nothing,  with  a  devastating  ef- 
fect on  per-share  earnings.  When  the 
spread  widens,   as   it  will  if  interest 


rates  ease,  the  stock  can  come  back 
just  as  fast  as  it  came  down.  But 
when  will  the  spread  widen  and  how 
much  is  it  likely  to  be?  This  is  the 
highest-leveraged  and  the  fastest-mov- 
ing stock  I  know. 

,  It  seems  to  me  that  those  who 
want  to  exploit  the  shortage  of  shelter 
will  get  better  results  in  the  better 
mobile  homes  issues  than  in  the 
shares  of  the  traditional  building  ma- 
ierials  stocks,  at  least  till  money  eases 
.  and  more  mortgage  money  is  avail- 
able ...  I  still  like  the  land  stocks, 
such  as  General  Development,  Mc- 
Culloch  Oil  and  Deltona.  My  famfly 
owns  some  of  all  three  .  .  .  These  high 
interest  rates  (remember  rates  would 
still  be  high  at  6%  or  7%  as  well  as 
at  8Y4  or  9%)  are  highly  favorable  to 
life  insurance  company  earnings,  es- 
pecially to  the  earnings  of  the  older 
and  larger  life  enterprises.  In  this 
area  I  like  Lincoln  National .  .  . 

I  think  the  funds  have  been  too 
bearish  on  the  big  oil  stocks,  and  that 
they  are  cheap  ...  I  would  be  in  no 
hurry  to  buy  auto  shares,  as  I  expect 
sales  to  decline  this  year  ...  If  one 
can  overlook  a  very  poor  earnings  re- 
port for  the  fourth  quarter.  Interna- 
tional Nickel  looks  almost  foolproof 
for  the  pull  .  .  .  My  favorite  conser- 
vative computer  issue  still  is  National 
Cash  Register,  and  my  less  conserva- 
tive ones  would  be  Sperry  Rat^d  and 
University  Computing  . . .  For  inves- 
tors seeking  income,  bonds  are  more 
attractive  than  stocks. 

First-Half  Frustration 

While  I  think  many  stocks  are  down 
where  they  are  "good  values,"  I  find 
it  difficult  to  make  many  assertive 
buying  recommendations.  I  expect  the 
first  half  year  to  be  a  frustrating  pe- 
riod for  both  the  btdls  and  the  bears. 
Much  of  the  early  selectivity  prob- 
ably will  be  based,  directly  or  indi- 
rectly, on  Washington  news  and  Wash- 
ington gossip. 

The  recent  boom  in  the  antipollu- 
tion issues  is  an  example  of  this.  For 
most  companies  antipollution  is  only 
part  of  the  whole  business;  and  there 
is  not  enough  money  available  yet  to 
do  all  that  the  antipollution  people 
want  done.  These  stocks  are  a  buy  on 
dips  rather  than  on  enthusiastic 
bulges.  Three  of  the  good  ones  are 
Zurn  Industries,  Trans  Union,  and 
General  Signal.  The  stocks  of  com- 
panies involved  in  antipollution  are 
much  more  interesting  on  a  five-year 
or  ten-year  basis  rather  than  for  in- 
and-out  market  trading. 

In  closing,  don't  forget  that  you 
can't  hurry  this  market,  and  that  you 
should  be  more  bullish  on  weakness 
and  less  anxious  to  buy  on  sudden 
sbength.  ■ 
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Dow  Theory  Forecasts  Selects 

10  Stocks 


That  Are  Its  Capital  Gains 

Favorites  For  1970 


Dow  Theory  Forecasts  has  selected  10  Stocks 
as  its  Favorite  Capital  Gains  Stocks  for  1970. 
Here's  a  brief  description  of  5  of  them: 

1.  Severely  depressed  to  below  $30  from  its 
February  high  of  SSHe,  this  electronic  com- 
ponent maker  offers  excellent  recovery  pos- 
sibilities, in  our  opinion. 

2.  Personal  finance  company  with  sound  record. 
Diversified  into  retail  stores  and  banking. 

3.  Major  interests  in  land  development  and  mo- 
bile homes  give  this  company  exceptional 
promise,  in  our  opinion. 

4.  An  issue  that  we  believe  nearly  every  investor 
should  consider.  In  computers. 

5.  Now  under  S20 — down  from  January,  1969, 
high  of  S34 — this  vending  stock  offers  attractive 
recovery  possibilities,  in  our  opinion. 

A  brief  report  on  these  stocks — plus  the  other  5 
— (previously  supplied  clients)  is  yours  when  you 
mail  the  card  attached.  It  describes  each  com- 
pany, gives  recent  price  of  stocks,  1968  and  1969 
fiscal  year  earnings,  dividend  and  yield  informa- 
tion. You  also  receive  a  30  Day  Trial  Subscription 
to  Dow  Theory  Forecasts,  our  Weekly  Report  of 
Investment  Advice. 

S5  At  Regular  Subscription  Rotes  —  Only  $1 
I     While  this  is  a  $5  value,  based  on  regular  sub- 
scription rates,  all  we  ask  is  SI   in  full  payment. 
And  even  this  will  be  refunded  if  you  are  not  com- 
pletely satisfied. 

2  Additional  Reports 

Finally,  we  will  send  you  two  reports  which 
are  identical  to  those  mailed  to  our  regular 
clients  as  part  of  the  weekly  Forecasts:  (l)«The 
.1970  Business  Outlook  prepared  by  the  Indiana 
University  Graduate  School  of  Business,  and  (2) 
our    report    containing    6    companies    that    have 
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publicly  announced  that  they  plan  stock  splits,  subject 
to  stockholder  approval  if  necessary,  by  exchanging 
more  than  one  share  of  new  stock  for  one  of  the  old 
before  April  1,  1970. 

Get  these  reports  now  with  "Oxir  10  Favorite  Capital 
Gain  Stocks  for  1970"  with  your  trial  subscription  to 
DOW  THEORY  FORECASTS.  FUl  out  and  return  the 
card  today.  No  salesman  will  call  and  there  is  no  fur- 
ther obhgcrtion.  (Offer  open  to  new  subscribers  only.) 
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MAIL  POSTPAID  REPLY  CARD  TODAY  for  all  this  information 


Included  in  the  weekly  Forecasts,  which  you  will  recei 
(not  every  one  is  covered  each  week): 

1.  THE  STOCK  SERVICE  DIGEST  —  a  weekly  con 

sensus  of   what   25  other  well   known   Investment 

Services  are  recommending. 

2.  WEEKLY  STOCK  MARKET  COMMENTARY  —  and 
what  action  we  recommend  that  you  take  each 
week  with  regard  to  the  market. 

3.  MODEL  STOCK  PORTFOLIOS  —  four  special  sug- 
gested portfolios  based  on  total  investments  of 
$1,000;    S5,000;    $10,000    and    $25,000. 

4.  MASTER  LIST  OF  INVESTMENT  AND  SPECULA- 
TIVE STOCKS  --  lists  for  both  the  conservative 
and  more  speculative  investors. 

5.  OVERSEAS  REPORT  —  Direct  from  London  each 
month. 

6.  GROWTH  STOCK  RECOMMENDATIONS— a  study 
of  stocks  that  we  believe  show  good  "growth" 
possibilities. 

DOW  THEORY  FORECASTS,  INC. 


ve  for  the  next  four  weeks,  are  the  following  features 

7.  OVER-THE-COUNTER  LIST  —  many  lesser-known 
stocks  sold  "over-the-counter,"  oftentimes  present 
opportunities  to  the  investor. 

8.  CURRENT  BUSINESS  OUTLOOK  —  a  regular  look 
at  current  trends  in  business,  industry  and  com- 
merce. 

9.  INDUSTRY  SURVEYS  —  certain  industries  that 
appear  to  us  to  have  potential. 

10.  OUR  BUY-SELL-HOLD-SWITCH  ADVICES— on  700 
individual  stocks. 

1  1 .  GROUP  STUDIES  —  shows  comparative  price  per- 
formances of    79  industries  and  over  600  stocks. 

1  2.  NEW  STOCK  RECOMMENDATIONS  —  These  are 
stocks  we  are  adding  to  our  list  —  and  why  they 
are  being  added. 

13.  NEWS  HIGHLIGHTS  —  current  reports  on  certain 
recommended  stocks. 


P.  O.  Box  8309,  Chicago,   Illinois  60680 
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STOCK  ANALYSIS 

By  Heinz  H.  Biel 


Are  Stocks  Cheap? 


Afteb  the  severe  bloodletting  in  the 
market  last  year,  it  is  wideh'  believed 
that  stocks  are  cheap  now.  Certainly 
the  great  majority  of  stocks  are  a  lot 
cheaper  today  than  they  were  a  \'ear 
ago,  but  cheapness  is  a  relative  con- 
cept. In  the  absence  of  an  absolute 
yardstick  for  "value,"  we  must  relate 
price  to  measurable  factors. 

The  book  value  of  a  stock  (the 
equit)'  per  share)  nowadays  is  mean- 
ingful only  for  mutual  fund  and  in^ 
vestment  company  shares,  and,  to  a 
lesser  degree,  for  bank  and  insurance 
stocks  and  the  like.  However,  when  it 
comes  to  evaluating  industrial  or  trans- 
portation stocks,  investment  analysts 
pay  scant  attention  to  the  balance 
sheet  valuation  of  a  stock.  The  market 
does  not  care  about  the  discrepancv' 
between  price  and  book  value.  All 
that  matters  is  earnings. 

That  sounds  simpler  than  it  is.  Most 
investors  have,  or  at  least  used  to  have, 
a  blind  faith  in  reported  earnings. 
Only  in  recent  years  have  they  begun 
to  learn  that  earnings  are  what  man- 
agement and  the  accountants  want 
them  to  be.  Many  corporations  now 
show  two  sets  of  figures  for  earnings 
per  share,  before  and  after  dilution, 
and  the  differences  often  are  not  in- 
considerable. Some  companies  use  any 
number  of  accounting  devices  that  are 
legal,  but  not  quite  ethical  if  they 
are  intended  to  delude  the  investor 
who  does  not  read  the  footnotes  in 
the  annual  report. 

However,  let  us  bridge  the  credi- 
bility gap  and  take  reported  per-share 
earnings  at  face  value.  Toward  the 
year's  end  the  Dow-Jones  industrial 
slock  average  stood  at  a  multiple  of 
13.3  times  earnings  for  the  latest  12 
months.  Remembering  that  the  DJI 
had  been  at  well  over  20  times  such 
earnings  for  extended  periods  during 
the  past  decade,  one  is  strongly  in- 
clined to  conclude  that  stocks  are 
cheap.  Maybe  so,  but  .  .  . 

As  recently  as  a  year  ago,  nobody 
would  have  believed  it  possible  that 
the  yield  on  triple  A-rated  bonds 
could  rise  above  9%;  that  fully  tax- 
exempt  bonds  would  pay  1%  to  8'?,  de- 
pending on  coupon  and  maturity;  that 
even  sliort-tcrm  government  obliga- 
tions offered  returns  of  as   much   as 

Mr.  Biel  is  a  partner  in  the  New  York  Slock  Exchange 
firm  of  Emanuel,  Deetjen  &  Co. 


8.5%.  This  is  such  serious  competition 
for  the  stock  market  that  one  cannot 
afford  to  ignore  it. 

Some  years  ago  when  interest  rates 
were  about  half  of  what  they  are  now, 
I  wrote  a  column  in  Fokbes  on  utili- 
ties under  the  heading,  "Growth  With- 
out Fear."  Here  was  an  industry  that 
doubled  its  sales  of  electricity  just 
about  every  ten  years:  an  industry.' 
which  had  increased  earnings  and 
dividends  in  every  year  since  the  end 
of  World  Wai-  II.  Utility  stocks  were 
perfect  investments— until  interest 
rates  rose  to  where  they  exceeded  the 
grovvtii  rate  of  this  industry. 

Recently  the  American  Tel  &  Tel 
2%'l  Ijonds,  due  1986,  sold  at  the  same 
price  (50)  as  the  common,  with  the 
current  return  just  about  the  same, 
5.2!?.  The  bond  is  sure  to  double  in 
price  by  1986.  What  about  the  stock? 

The  important  point  to  keep  in 
mind  is  this:  the  average  price  earn- 
ings ratio  is  not  meaningful  by  itself 
as  an  indicator  whether  stocks  are 
cheap  or  dear;  the  P/E  must  be  re- 
lated to  the  prevailing  level  of  interest 
rates.  On  that  basis  most  stocks  are  not 
nearly  as  cheap  as  they  seem. 

This  may  sound  more  bearish  than 
is  intended.  However,  one  must  be 
realistic  and  recognize  the  existence  of 
competing  investiuent  media.  And  that 
doesn't  apply  only  for  stocks.  Specu- 
lation in  gold  collapsed  when  people 
began  to  understand  that  an  apprecia- 
tion of  at  least  10%  a  year  was  needed 
merely  to  break  even. 

The  Excepfiona/s 

While  the  general  market  has  de- 
clined on  a  broad  front,  there  are 
some  notable  exceptions.  Aside  from 
specific  speculative  situations  which 
turn  up  in  any  kind  of  market,  the 
superior  performing  stocks  had  one 
basic  characteristic  in  common:  non- 
cyclical  growth.  They  include  the 
pharmaceutical,  cosmetic  and  other 
consumer  goods  companies  as  well  as 
the  IBMs  and  Polaroids.  Most  of  these 
stocks  are  selling  at  extremely  high 
multiples  and  are  paying  negligible 
dividends.  Apparently,  investors  are 
perfectly  willing  to  ignore  the  tempta- 
tion of  far  greater  returns  from  other 
media.  They  want  top  quality  plus 
predictable  growth  at  a  rate  that  out- 
paces inflation. 


While  these  exceptional  stocks 
should  be  well  represented  in  any 
sound  investment  portfolio,  they  have 
become  quite  "rich,"  especially  \Vhen 
compared  with  the  more  mundane 
stocks  that  have  taken  a  severe  beating 
in  last  month's  tax-selling  binge.  Here 
are  a  few  examples  of  sound,  albeit 
perhaps  unglamourous,  stocks  which 
do.  deserve  consideration  now,  even 
though  a  real  decline  in  interest  rates 
•may  not  appear  for  some  time. 

Bcnclix  Corp.,  a  diversified  manu- 
facturer but  not  a  "conglomerate," 
which  had  record  profits  in  its  past 
fiscal  year  and  should  do  about  as  well 
this  year,  was  down  into  the  low  30s, 
at  8/2  times  earnings. 

Westvaco,  a  fine  performer  earlier 
in  1969,  declined  over  30%  until  it  sold 
down  to  its  book  value  (sic!)  of  $24.44 
a  share,  despite  the  fact  that  the 
company's  nearly  1.6  million  acres  of 
owned  land  are  carried  on  the  bal- 
ance sheet  at  the  absurdly  low  price 
of  just  over  $16  an  acre.  The  present 
P  ^E  is  a  modest  13. 

PPG  Industries,  better  remembered 
as  Pittsburgh  Plate  Glass,  an  old  blue 
chip  with  a  70-year  dividend  record, 
but  now  becoming  more  aggressive 
under  a  rejuvenated  management; 
may  come  close  to  earning  $3  a  share 
this  year.  It  is  increasing  its  fiber  glass 
output  to  satisfy  the  growing  demand 
for  Pol\  glas  and  similar  tires. 

Transamerica  was  given  an  unduly 
rough  treatment  in  the  market,  large- 
ly because  1969  earnings  failed  to 
show  the  anticipated  increase.  I  like 
that  stock  on  a  semispeculative  basis. 

A/to  Standard  is  a  rather  unique  ag- 
glomeration of  a  multitude  of  relative- 
ly small  companies— 71  by  now— all  of 
which  had  been  privateh  owned,  and 
most  of  them  continue  under  their  for- 
mer management,  with  Alco  as  the 
parent  maintaining  tight  operational 
control.  Both  sales  and  earnings  are 
grow  ing  at  a  rapid  rate.  Net  income  for 
the  current  fiscal  year  is  estimated  to 
reach  $1.90  a  share.  Selling  at  barely 
one-half  its  1968  peak,  the  stock  is  an 
interesting  speculation. 

Sales  of  hard  liquor  have  never  suf- 
fered from  the  long-standing  restric- 
tions on  radio  and  TV  advertising.  It  is, 
therefore,  a  safe  assumption  that  the 
cigarette  industiy  will  not  be  adverse- 
ly affected  when  a  similar  prohibition 
on  advertising  goes  into  effect  a  year 
from  now.  It  is  tiue,  of  course,  that 
this  is  not  a  growth  industr\',  but  the 
leading  companies  have  great  financial 
strength,  and  increasing  diversification 
will  provide  the  future  earnings 
growth.  Philip  Morri.s,  R.].  Reynolds 
and  American  Brands  all  had  record 
profits  last  year.  In  spite  of  all  the 
anticigarette  propaganda,  this  is  hard- 
ly an  ailing  industry.  ■ 
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Open  letter  to  Mr.  H:  "Investor" 

(BACKGROUND)  Recently  we  received  a  letter  from  a  Mr.  H  in 
Miami,  Florida.  Businessman  Mr.  H  had  taken  a  trial  subscription 
to  The  Value  Line  Investment  Survey.  However,  he  had  a  complaint. 
We  sent  him  too  much  information  and  too  many  charts.  Mr.  H 
said  he  was  just  interested  in  the  names  of  stocks  and  why  Value  Line 
felt  they  would  go  up  or  down,  or  might  be  or  might  not  be  a  good 
buy.  Mr.  H's  attitude  is  the  same  as  many  other  investors.  So  while 
we  have  already  sent  a  letter  to  Mr.  H.  we  think  his  reaction  to  our 
service  deserves  another  response  from  us— but  this  time .  ..in  public. 
We  believe  it  is  important  for  him  and  for  all  the  investors  who  feel 
as  Mr.  H  does.  Those  investors  who  care  about  reliable,  intensive 
research  should  also  find  the  following  letter  of  interest. 


V 


DEAR  MR.  H: 

If  you're  looking  for  tips  on 
the  stock  market,  you  won't  find  them  at  Value  Line. 
You  will  just  have  to  try  another  source.  But  if  you 
seek  impersonal,  objective  evaluation  of  1400  common 
stocks  weekly.  The  Value  Line  Investment  Survey  may 
be  able  to  help  you. 

Essentially,  Value  Line  rates 
each  of  1400  stocks  for  probable  market  performance, 
relative  to  all  the  others,  within  three  defined  time 
periods:  the  next  twelve  months,  3-5  years  from  now 
and  for  the  very  long  term  (beyond  five  years). 

Within  these  periods  all 
stocks  are  rated  from  I  (Highest)  to  V  (Lowest)  for 
three  attributes:  performance  in  the  next  12  months, 
appreciation  potential  in  3-5  years  and  income  (yield) 
for  the  next  12  months.  All  stocks  are  also  graded  A 
plus  to  C  minus  for  -the  attribute  of  quality,  which 
means  dependability  over  the  very  long  term  for  growth 
and  stability. 

Ratings  of  probable  future 
price  performance  are  based  almost  entirely  on  funda- 
mentals. These  ratings  are  not  infallible.  But  they  have 
been  accurate  in  such  a  high  percentage  of  cases  — 
for  reasons  that  are  logical  —  that  you  owe  it  to  yourself 
to  check  the  stocks  you  are  holding  and  the  stocks 
you  may  wish  to  buy  or  sell  against  the  Value  Line 
evaluations. 

Therefore,  if  you  are  inter- 
ested in  income  you  might  prefer  to  invest  in  a  stock 
Value  Line  rates  I  for  yield  in  the  next  12  months. 
But  a  friend  of  yours  might  be  interested  in  appreciation 
potential  in  3-5  years.  So  he  might  prefer  a  stock  which 
,  Value  Line  rates  I  in  that  respect.  This  same  stock  may 
be  rated  V  for  income  in  the  next  1 2  months,  but  your 
friend  does  not  care  ...  his  prime  objective  is  apprecia- 
tion. 

In  other  words,  Value  Line 

makes  an  objective  evaluation  .  .  .  then  you  take  it  from 
there,  depending  on  your  personal  objectives. 

Value  Line  uses  a  unique 
method  of  assigning  an  index  number  to  its  four  weekly 
ratings.  By  weighting  these  index  numbers  to  accord 
with  your  own  personal  investment  goals,  you  can  gauge 
how  suitable  any  one  of  the  1400  stocks  is  for  you  now. 

Investing  is  an  individual 
endeavor.  What  may  be  good  for  you  is  not  necessarily 
good  for  the  next  investor.  No  advisory  service  can 
make  a  blanket  statement  on  any  stock  which  will  be 
applicable  to  every  investor.  That  is  why  Value  Line 


rates  each  of  the  1400  stocks  weekly  on  their  four  main 
attributes  within  three  time  periods. 

Each  week  the  Ratings  & 
Reports  section  of  Value  Line  provides  full-page 
research  reports  on  about  100  stocks  or  more  in  several 
industries ...  a  total  of  4  full-page  reports  on  each  of  the 
1400  stocks  yearly.  The  Summary-Index  lists  the  rat- 
ings of  all  1400  stocks  weekly.  The  8 -page  Selection 
&  Opinion  section  makes  editorial  comments  weekly 
on  the  national  economy  and  the  stock  market  in 
general.  And— to  help  those  who  want  specific  guidance 
—this  section  also  provides  Value  Line's  analysis  of  an 
especially  interesting  industry  and  its  selection  of  the 
best  situated  stocks  in  it  .  .  .  plus  Value  Line's  Espe- 
cially Recommended  Stock  of  the  week  (or  Special 
Situation  of  the  month).  As  a  subscriber  to  Value  Line 
you  also  receive  Value  Line's  monthly  Special  Report 
on  "insider"  transactions  and  the  quarterly  Special 
Report  on  mutual  fund  transactions. 

BONUS 'With  the  annual  or 
3-month  trial  subscription.  Value  Line  will  ship  you 
immediately  its  2-volume  Investors  Reference  Library, 
which  will  give  you  the  latest  full-page  reports  on  all 
1400  stocks  that  have  been  published  prior  to  your 
subscription.  With  Value  Line  you  will  make  your  own 
decisions  based  on  Value  Line's  objective  appraisals. 

MONEY-BACK  GUARANTEE'If 

you  are  dissatisfied  with  Value  Line  for  any  reason, 
return  the  material  within  30  days  for  a  full  and 
prompt  refund. 

In  fairness  to  regular  subscribers,  who  pay  $167  a  year  for  The 
Value  Line  Investment  Sui-vey,  we  cannot  make  the  $5  trial  for  four 
weeks  of  service  available  to  those  who  have  already  had  such  a 
trial  within  the  past  six  months. 


□  ONE  YEAR- (167 
(52  EDITIONS) 


I      I  3-MONTH  TRIAL-!  44 


(13  EDITIONS) 


Send  me  the  complete  service  lor  the  term  checked  plus 
—as  a  bonus— the  2-volume  Investors  Reference  Library 
consisting  of  Value  Lme  sections  published  during  the 
13  weeks  preceding  start  of  this  subscription. 
D  Payment  enclosed  D  Bill  me 


□  FOUR-WEEK  TRI*L-»5 
(4  EDITIONS) 

Send  me  a  4-week  introduc- 
tory subscription  to  the  full 
service  for  $5.  I  enclose 
payment. 


If  dissatisfied  for  any  reason,  I  have  up  to  30  days  to  return  the  material 
for  a  full  refund  under  your  money-back  guarantee. 


Name  (please  print). 


Address 


City. 


.AA16-50 


.  State . 


Zip. 


(Subscription  fees  are  deductible  for  income  tax  purposes.  N.Y.C.  residents, 
please  add  6%  sales  tax;  other  N.Y.  State  residents,  add  applicable  sales  tax.) 

^^^/"The  Value  Line  Investment  Survey 

WUr     Published  by  ArnolcJ  Bernhard  &  Co.,  Inc. 

V^        5  East  44th  Street  •  New  York,  N.Y.  10017 

(No  assignment  of  this  agreement  will  be  madt  without  subscriber's  consent.^ 
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TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schuiz 


Is  the  Bear  Market  Over? 


One  year  ago  exactly,  under  the 
heading  "Psychological  Warfare,"  this 
column  stated:  "During  the  second 
half  of  December  [1968],  there  was 
mounting  evidence  that  the  Federal 
Reserve  Board  had  moved  from  mod- 
erate toward  severe  credit  restraint,  a 
policy  shift  scarcely  calculated  to  en- 
courage higher  stock  prices.  There 
were,  indeed,  strong  reasons  for  think- 
ing that  the  Fed  was  engineering,  or 
at  least  walling  to  countenance,  a  new 
credit  squeeze  reminiscent  of  1966." 

I  am  not  quoting  myself  to  sound 
my  own  horn— the  new  credit  policy 
was,  after  all,  pretty  well  advertised— 
but  to  remind  readers  that  a  long  time 
has  passed  since  the  Fed  started  to  ap- 
ply the  tourniquet  and  that,  on  this 
account  alone,  we  should  now  be 
much  closer  to  the  end  of  acute  re- 
straint than  to  the  beginning.  The  se- 
vere damage  the  squeeze  has  done  to 
common  stock  prices— broadbased,  un- 
weighted indices  were  down  more 
than  30%— seemed  last  month  to  have 
demoralized  investors  so  completely 
that  many  were  unwilling  to  live  up  to 
the  market's  basic  function  of  antici- 
pating the  turn  of  events,  in  this  case 
a  policy  shift  away  from  maximum 
monetary  stringency. 

Most  stock  buyers  were  intimidated 
to  the  point  of  insisting  on  solidly  re- 
assuring evidence  of  an  imminent 
change  for  the  better.  This  is  an  un- 
derstandable but  atypical  attitude  to 
take  for  supposedly  ever-forward-look- 
ing people.  And  when  it  becomes 
widespread  after  a  long  and  sharp  fall 
in  prices,  one  can  suspect  that  a  great 
many  stocks  are  underpriced  relative 
to  events  that  are  likely  to  occur  in 
a  somewhat  more  distant  future,  but 
which  a  mass  of  overly  timid  inves- 
tors now  steadfastly  refuse  to  act  on 
in  advance. 

That,  I  tliink,  was  pretty  much  the 
situation  at  last  month's  pre-Christ- 
mas  low  in  the  Dow  Jones  industrials. 
Toward  year's  end,  stock  prices  re- 
covered somewhat,  partly  perhaps  be- 
cause a  late-year  rally  is  something  of 
a  traditional  expectancy,  partly  be- 
cause two  senior  Administration  of- 
ficials—Paul McCracken,  chief  of  the 
President's  Council  of  Economic  Ad- 
visers, and  Arthur  Burns,  who  will  be- 

Mr.  Schult  is  s  partner  in  the  New  York  Stock  Ex- 
change firm  of  Abraham  &  Co. 


come   Federal   Reserve   Board   Chair- 
man on  Feb.  1— expressed  hopes  that  ■ 
the  money  squeeze  could  be  relaxed 
fairly  soon. 

But  even  before  these  faint  remind- 
ers of  a  credit  policy  shift  in  a  visi- 
ble future  reached  investors,  some 
changes  had  become  apparent  in  cer- 
tain monetary  statistics  that  suggested 
the  peak  in  monetaiy  restraint  might 
have  occurred  around  the  end  of  last 
year's  third  quarter.  The  evidence  was 
still  tentative  and  controversial,  and 
the  experts  were  far  from  unanimous  in 
taking  it  at  face  value.  Under  the  best 
of  circumstances,  relatively  short-term 
fluctuations  in  the  monetary  aggre- 
gates are  difficult  to  manage,  so  it  is 
possible  that  the  apparent  trend  to- 
ward less  restraint  in  the  fourth  quar- 
ter did  not  evolve  by  design. 

Anticipate  the  Change 

On  the  other  hand,  the  revived  ex- 
pansion in,  for  example,  the  so-called 
monetary  base,  which  reflects  the  to- 
tal of  credit  supplied  to  the  economy 
by  both  the  Federal  Reserve  and  the 
Treasury,  was  so  marked  that  only  a 
sharp  further  tightening  of  credit 
could  wash  it  out  completely.  And  it 
strikes  me  as  improbable,  at  this  late 
stage,  that  such  aggravated  restraint 
will  be  forthcoming.  On  the  contrary, 
it  seems  reasonably  clear  now  that  a 
growing  number  of  our  money  man- 
agers are  only  waiting  for  some  in- 
controvertible indications  of  an  accel- 
erating economic  slowdown  to  justify 
at  least  a  mild  relaxation  of  the  credit 
squeeze.  These  indications,  more  like- 
ly than  not,  will  appear  in  the  current 
quarter,  so  that  before  winter  ends 
we  may  be  able  to  look  back  at  a 
gradually  improving  trend  in  some  of 
the  major  monetary  aggregates  dating 
back  to  last  October.  I  think  this  has 
become  more  a  probability  than  a 
possibility  and,  as  such,  something 
investors  could  aggres.sively  anticipate 
because  it  may  materialize  within  less 
than  three  months. 

If  I  am  right  in  making  tliis  projec- 
tion, then  the  stock  market  may  have 
overstayed  the  peak  of  monetary  re- 
straint by  as  much  as  two  months, 
which  would  mean  that  investors  com- 
mitted an  error  of  overpessimism  in 
December,  when  the  Dow  fell  to  4% 
under  its  late-July  low.  At  the  same 


time,  the  all-common-stock  New, York 
Stock  Exchange  composite  index  bot- 
tomed fractionally  above  the  midsum- 
mer low,  and  an  unweighted  index  of 
NYSE  listings  breached  tlie  earlier 
low  by  about  2.5%,  while  the  maxi- 
mum number  of  individual  stocks 
reaching  new  1969  lows  on  arty  one 
trading  da\'  remained  under  half  the 
peak  total  registered  in  Juh'. 

Weighing  these  indicators  one 
against  another,  it  seems  fair  to  say 
that,  on  average,  the  "real"  bear  mar- 
ket low  probably  was  posted  almost 
six  months  ago  or  else  that  the  stock 
prices  may  have  established  a  July- 
December  1969  "double  bottom."  Ei- 
ther way,  relative  to  what  could  prove 
to  be  the  trend  of  monetary  policy 
(which  probably  has  been  "bugging" 
investors  more  than  anything  else), 
the  November-December  market  drop 
may  have  been  needlessly  deep.  Either 
way,  it  should  have  created  a  techni- 
cal situation  from  which  a  substantial 
price  recovery  could  be  expected,  pre- 
sumably part  of  a  bull  market  that 
now  ought  to  be  unfolding,  albeit 
perhaps  slowly,  following  the  apparent 
completion  of  a  bear  market. 

One  can  question,  of  course,  wheth- 
er it  is  sensible  to  assume  that  the 
bear  market  is  over  as  long  as  the 
trend  of  corporate  earnings  remains 
controversial.  And,  to  judge  from  the 
usual  collection  of  year-end  expert 
opinion,  this  trend  remains  very  much 
in  doubt.  Some  beUeve  that  corporate 
profits,  overall,  may  have  hit  a  quar- 
terly low  during  last  year's  final  peri- 
od; others  look  for  the  low  in  the  first 
quarter  of  1970  or  in  the  second 
quarter  at  the  latest.  Some  economists 
expect  earnings  to  drop  about  10? 
before  taxes,  others  as  much  as  25%, 
presumably  from  a  quarterly  1969 
peak  to  a  quarterly  1970  trough.  On  a 
calendar  year-to-year  basis,  most  avail- 
able forecasts  range  from  minor  gains 
to  minor  drops. 

One  thing  seemed  undisputed,  how- 
ever: The  reduction  of  the  surtax  on 
Jan.  1  and  its  elimination  on  July  1 
would  keep  after-tax  earnings  from 
suffering  as  much  as  pre-tax  earnings. 
To  my  mind,  the  crucial  point  is  that 
the  more  than  30%  drop  to  last  month's 
low  in  the  unweighted  average  stock 
price  exceeded  the  widest  pre-tax 
earnings  decline  now  being  en\isaged. 

Thus  it  may  no  longer  be  necessary 
to  expect  new  bear-market  lows  either 
on  account  of  earnings  prospects  or  on 
accomit  of  monetary  trends.  From  this 
viewpoint.  I  thought  at  press  time 
that  investors  faced  an  almost  bewil- 
deringly  wide  arra\'  of  attractively 
priced  common  stocks,  e.g..  Great 
Noiihem  Paper  (52),  Santo  Fe  In- 
dustries (24),  and  Spartans  Indus- 
tries "A"  (20),  to  naine  just  three.  ■ 
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THE  MARKET  OUTLOOK 

By  Sidney  B.  Lurie 


Requisites  For  A  Turnaround 


In  my  opinion,  two  of  the  four  ma- 
jor requisites  for  a  new  bull  market 
may  now  exist  or  be  on  the  horizon. 
The  first  is  the  actuality  of  a 
recession— and  I  beheve  one  started 
several  months  ago.  The  reason  a 
seeming  debit  can  be  a  plus  is  that 
readjustments  are  required  to  correct 
imbalances  which  are  created  in  the 
previous  period  of  prosperity.  In 
the  process,  demand  accumulates  and 
the  stage  is  set  for  the  market  to  per- 
form its  traditional  process  of  dis- 
counting the  future.  Illustrative  of  the 
point:  Stock  prices  were  higher  at  the 
end  of  all  past  recessions  than  they 
were  when  the  readjustment  started. 
It's  also  interesting  to  note  that  past 
stock-market  declines  usually  approxi- 
mated the  drop  in  pretax  corporate 
earnings.  Thus,  the  22%  decline  in  the 
Dow  Jones  industrial  average  in  1969 
has  seemingly  discounted  a  profits 
erosion  of  1957-58  proportions.  Then, 
the  annual  rate  of  pretax  earnings 
declined  27%;  the  Dow,  20%. 

The  second  requisite  for  a  trend 
reversal  revolves  around  the  bond 
market  inasmuch  as  every  major 
stock-market  upturn  has  been  pre- 
ceded by  an  improvement  in  bond 
prices.  With  the  high  cost  and  grow- 
ing scarcity  of  money  the  chief  irri- 
tant to  speculative  confidence,  this 
bench  mark  has  new  significance.  Fur- 
ther, the  professional  investor's  aware- 
ness of  its  importance  will  narrow  the 
time  lag  witnessed  at  past  turning 
points.  The  question  of  when  the 
bond  market  will  turn  decisively  is 
complicated  by  a  number  of  consid- 
erations—not the  least  of  which  is 
overall  Federal  Reserve  Board  poHcy, 
as  well  as  a  lessening  of  inflationary 
expectations.  Nevertheless  it  seems 
to  me  that  the  peak  of  the  supply/ 
demand  pinch  in  the  money  market 
is  now  passing,  that  the  credit  back- 
ground should  be  easier  in  1970. 

Hand  In  Hand 

The  supply  of  money  is  the  third 
leg  that  supports  the  stock-market  ta- 
ble, and  confidence  the  fourth.  The 
two  are  probably  interrelated  in  that 
changes  in  the  money  supply  usually 
precede  changes  in  stock  prices.  In 
this  connection,  it  may  be  significant 

Mr.  Lurie  is  a  partner  in  the  New  York  Stock 
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to  note  that  there  are  signs  of  a  shift 
away  from  the  highly  restrictive  FRB 
policies  of  past  months.  The  fact  that 
the  changed  statistics  are  being  ac- 
cepted with  all  sorts  of  reservations  is 
inevitable.  So  is  a  continued  hard- 
line "open-mouth"  policy  at  a  time 
when  inflationary  expectations  still  are 
in  the  process  of  being  cooled.  But 
there  are  reasons  for  believing  that 
past  restraints  are  being  modified,  and 
even  a  modest  change  could  be  impor- 
tant to  the  stock  market. 

Furthermore,  the  fact  that  the  case 
for  caution  is  so  well  known  and  so 
persuasive  in  itself  can  be  suspicious. 
The  year-end  speculative  defeatism 
is  reminiscent  of  the  psychological  en- 
vironment that  prevailed  at  other 
turning  points  in  market  history.  Sec- 
ondly, the  fact  that  the  1969  decline 
lasted  longer  than  other  post-World 
War  11  readjustments  points  up  the 
basic  truism  that  the  things  Wall 
Street  worries  the  most  about  seldom, 
if  ever,  become  reality.  Thirdly,  with 
the  unknowns  and  imponderables  now 
in  the  open  and  therefore  presuma- 
bly reflected  in  the  price  structure, 
it's  worth  remembering  that  it  takes  a 
surprise  to  make  a  new  price  trend. 
In  other  words,  a  220-point  average- 
wise  decline  can  establish  an  environ- 
ment where  the  expectation  of  change 
becomes  a  more  important  price  de- 
terminant than  even  an  unpleasant 
current  reality. 

In  turn,  the  foregoing  points  up 
what  I,  in  December,  said  is  the  chief 
unknown  in  the  outlook,  namely,  the 
question  of  whether  the  consensus 
view  of  a  comfortable  readjustment 
in  1970  is  correct.  If  it  is,  stock  prices 
by  and  large  are  "cheap."  For  one 
thing,  the  standard  forecast  would  per- 
mit a  number  of  individual  companies 
and  industries  to  report  higher  earn- 
ings in  1970  in  the  face  of  an  ag- 
gregate profits  decline.  Secondly,  the 
price  level  in  most  other  cases  seems 
to  recognize  the  risks  and  leave  room 
for  an  upside  reappraisal.  After  all, 
there  is  a  residual  value  to  companies 
with  even  minimal  earnings. 

Illustrative  of  the  point.  General 
Instrument  has  important  internal 
earnings  leverage  which  could  make 
for  a  dramatic  earnings  turnabout  in 
the  coming  fiscal  year.  Due  to  the 
slowness  of  a  turnabout  in  the  com- 


pany's problem  areas,  earnings  for  the 
current  fiscal  year  ending  Feb.  28 
will  be  down  sharply  to  perhaps ,  70 
cents  per  share  against  $1.49  in  the 
previous  fiscal  year.  It  is  my  impres- 
sion, however,  that  if  the  company's 
CATV  division— which  is  the  largest 
equipment  manufacturer  and  one  of 
the  five  leading  systems  companies— 
were  only  to  operate  at  the  earnings 
rate  of  the  second  fiscal  half,  this 
_  would  mean  a  profits  contribution  of 
perhaps  better  than  50  cents  per 
share  before  taxes  in  the  coming  fiscal 
year.  Similarly,  while  metal  oxide 
semiconductor  (MOS)  integrated- 
circuit  demand  is  excellent,  produc- 
tion problems  will  result  in  this  op- 
eration incurring  an  even  larger  loss 
this  fiscal  year  than  last.  The  discrete 
component  operation  which  is  also  a 
significant  earnings  drain  now  ap- 
pears to  be  under  control.  Thus,  if 
today's  hopes  become  reality,  an  im- 
portant earnings  swing  is  likely  in  the 
fiscal  year  which  starts  next  Mar.  1. 

Statistically  Cheap 

On  a  difterent  count,  I  believe  that 
AMK  has  been  improperly  tarred  with 
the  brush  that  has  been  apphed  to 
more  aggressive  acquisition-oriented 
companies.  In  other  words,  AMK  is 
essentially  a  food  products  company 
rather  than  an  across-the-board  con- 
glomerate. Secondly,  it  seems  to  me 
that  the  stock  is  statistically  cheap  in 
relation  to  recently  reported  fiscal 
earnings  of  $3.70  a  share  on  a  so- 
called  primary  basis— and  $2.90  a 
share  fully  diluted.  Thirdly,  I  visualize 
a  50-cent-per-share,  or  more,  increase 
in  earnings  in  the  1970  fiscal  year  in- 
asmuch as:  1)  The  United  Fruit 
subsidiary  which  suffered  hurricane 
damage  in  the  September  quarter  will 
be  in  full  production  when  the  new 
banana  season  opens,  and  the  hurri- 
cane damage  is  proving  less  than  orig- 
inally anticipated.  2)  United  Fruit  is 
going  into  the  lettuce  business,  and  an 
interesting  profits  potential  could  be 
opened  by  this  operation.  3)  It  also 
has  made  an  arrangement  which  could 
add  to  better  utilization  of  its  fleet, 
and  this  too  will  add  to  profits. 

In  my  opinion,  the  comparatively 
good  market  action  of  Union  Pacific 
Corp.  reflects  the  company's  rapidly 
unfolding  program  to  develop  its  nat- 
ural resources  of  mineral  wealth  and 
land.  Ultimately,  the  benefits  from 
this  development  should  make  an  in- 
creasingly greater  contribution  to 
earnings.  In  three  to  five  years,  profits 
from  the  company's  newer  ventures 
might  even  come  close  to  rivaling  the 
excellent  earnings  of  the  railroad. 
Earnings  for  1969,  on  the  present  op- 
erating basis,  should  approximate 
$4.75  per  share.  ■ 
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STOCK  TRENDS 

By  Charles  Rolo 


a*: 

0 


Reality  vs.  The  Pleasure  Principle 


Nineteen  sixty-nine  was  the  year 
when  Dour  Reahty  triumphed  over 
the  Pleasure  Principle.  By  this  I  mean 
simply  that  in  recent  years  both  com- 
panies and  investors  preferred  to  ac- 
cept the  rosiest  possible  estimate  of 
corporate  earnings.  It  was  pleasanter 
that  wa\,  and  the  stock  usually  went 
up.  It  made  management  look  good. 
It  made  in\estors  feel  rich.  Bi:t  not 
last  year.  The  quality  of  earnings  may 
be  a  dour  subject,  but  it  is  a  reality 
which  investors  will  ignore  at  their 
own  risk. 

A  Crashing  Bore? 

Seasoned  investors  have  always 
known  that  the  saying  "a  dollar  is  a 
dollar"  ain't  necessarily  so  when  ap- 
plied to  reported  company  earnings. 
Nevertheless,  in  the  swinging  markets 
of  the  1960s,  a  large  segment  of  the 
investing  public,  professionals  includ- 
ed, did  not  concern  itself  too  seriously 
with  "the  ([uality  of  eaniings,"  which 
depends  in  part— and  sometimes  in 
large  part— on  a  company's  account- 
ing practices. 

Let's  face  it,  to  more  than  a  few 
in\  estors  accounting  is  a  crashing  bore. 
Why  bother  with  it,  when  a  reputable 
aca)unting  firm  has  certified  that  the 
company's  results  have  been  arrived 
at  "in  accordance  with  generally  ac- 
cepted principles  of  accounting"?  Be- 
sides, judging  from  the  behavior  of  the 
stock  market  through  much  of  the  Six- 
ties, what  coimted  was  romance,  not 
the  dreary  notes  buried  in  the  forbid- 
dingly .small  print  of  the  footnote  at 
the  back  of  corporate  annual  reports. 
"But  all  that  is  changing,  and  chang- 
ing fast. 

The  downfall  of  the  conglomerates 
was  triggered  by  the  growing  realiza- 
tion that  their  earnings  and  growth 
rates  were  often  artificially  inflated  by 
questionable  though  "legitimate"  ac- 
counting practices.  People  began  to 
ask  questions.  They  began  to  insist 
on  better  standards  in  corporate  ac- 
counting and  reporting.  Reality  be- 
gan, cautiously  at  first  but  more 
threateningly  as  time  went  on,  to  chal- 
lenge the  Pleasure  Principle. 

The  accounting  profession,  under 
criticism  for,  shall  we  say,  its  "permis- 
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siveness,"  has  brought  about  important 
changes.  It  will  be  pressing  for  others. 
One  victor)'  for  Dour  Reality  over  the 
Pleasure  Principle  is  the  requirement 
that  companies  show  what  earnings 
would  be  on  a  fully  diluted  basis;  that 
is,  as  if  all  outstanding  convertibles 
were  actually  converted.  The  result: 
Many  stocks  that  superficially  looked 
"cheap"  appear  to  be  at  least  ade- 
quately valued.  For  example:  A  com- 
pany reports  $2  a  share  and  sells  for 
$30.  It  looks  "cheap"  at  15  times  earn- 
ings. But  is  it  really?  Supposing  there 
are  so  many  convertibles  outstanding 
that  the  potential  dilution  is  as  high 
as  25%.  In  that  case  the  fully  diluted 
earnings  are  only  $1.50  and  the  price/ 
earnings  ratio  is  20— not  so  cheap. 
There  are  other  accounting  changes 
that  will  affect  price/earnings  ratios 
in  similar  ways. 

Reduced  Earnings 

Beginning  with  the  year  1969, 
banks  were  required  to  include  a 
provision  for  loan  losses  and  for  se- 
curity profits  and  losses.  The  practical 
effect  will  be  to  reduce  the  earnings 
of  most  banks  for  the  year  just  ended. 
The  earnings  of  extractive  and  natural 
resource  companies  could  also  be  re- 
duced—though probably  only  slightly 
—by  accounting  changes  now  under 
consideration. 

There  are  many  areas  where  in- 
vestors should  be  wary  of  existing  ac- 
counting practices  and  of  the  possible 
effect  of  tighter  regulations.  A  few  of 
these  areas  are: 

Mergers  and  Acquisitions.  The  maes- 
tros  of  the  acquisition  game  have 
devised  no  end  of  ploys,  hitherto  "le- 
gitimate," which  have  the  effect  of  in- 
flating earnings.  Now,  the  American 
Institute  of  Certified  Public  Account- 
ants has  recommended  drastic  changes 
which  would  force  companies  to  ac- 
count fully  for  the  "true  costs"  of  any 
acquisitions. 

Companies  with  capital  gains  from 
stock  portfolios.  If  a  significant  per- 
centage of  reported  earnings  come 
from  this  source,  the  price/earnings 
ratio  is  more  liable  to  shrink  rather 
than  to  widen. 

Franchise  Companies.  Try  to  find 
out  whether  franchise  fees  are  taken  in- 
to earnings  immediately,  or,  more  real- 
istically, over  the  life  of  the  franchise. 


Leasing  Companies.  Are  earnings  in- 
flated l)y  depreciation  policies  more 
liberal  than  the  standard  industry 
practice? 

Now  You  See  Them  .  .  . 

Let  me  document  this  sermon  with 
a  condensed  case  history,  one  of  many 
cautionary  illustrations  of  the  market's 
heightened  sensitivity  to  "the  quality 
of  earnings": 

At  the  beginning  of  1969,  the  stock 
of  National  General  stood  at  44/4, 
down  from  a  high  of  60/2  which  was 
reached  in  mid- 1968  when  the  con- 
glomerate star  shone  brightly.  And  yet 
per-share  earnings  for  fiscal  1968 
(Sept.  30)  were  $1.50,  up  40%  over 
1967,  and  Wall  Street  analysts  were 
forecasting  an  even  greater  gain  for 
the  year  ahead.  Quarter  by  quarter 
results  in  fiscal  1969  were  excellent. 
Despite  all  this,  the  stock  declined  re- 
lentlessly, reaching  a  July  low  of  18/4. 
On  Nov.  17,  the  company  reported 
final  results  for  the  year— $2.55  per 
share,  a  gain  of  70%.  A  very  impres- 
sive gain,  that. 

Was  the  market  impressed?  Quite 
the  contrary.  National  General  stock 
fell  from  around  22  on  Nov.  17  to  its 
recent  level  of  below  17. 

The  trouble,  clearly,  was  "the 
quality  of  earnings."  Included  in  net 
operating  income  were  $10.3  million 
in  capital  gains  (from  NGC's  insur- 
ance company  portfolio)  and  $3.5 
million  resulting  from  "discount  on  de- 
bentures repurchased,  less  related  ex- 
pense." Excluding  these  figures,  per- 
share  net  (depending  on  how  interest 
costs  are  allocated  and  on  other  com- 
plex accounting  questions)  works  out 
very  roughly  somewhere  in  the  region 
of  65  cents  to  85  cents.  Quite  a  dif- 
ferent picture  than  that  shown  in  to- 
tal reported  earnings!  Less  pleasant 
but  more  realistic. 

What  Is  Cheap? 

National  General's  operating  earn- 
ings could  pick  up  substantially  in  fis- 
cal 1970,  if  the  company's  film  produc- 
tion and  distribution  activities  move 
into  the  black  (last  year  they  lost 
roughly  $5  million).  Management  is 
ambitious  and  aggressive,  and  the 
Bantam  Books  division  of  Grosset  & 
Dunlap  (acquired  in  1968)  is  a  high- 
ly profitable  and  fast-growing  opera- 
tion. NGC  stock  may  well  have  good 
recovery  possibilities.  But  make  no 
mistake  about  it:  The  market  isn't  go- 
ing to  change  its  mind  about  those 
per-share  earnings;  they  are  65  cents 
to  85  cents,  not  $2.25.  And  that  goes 
for  a  lot  of  other  stocks  which,  if  you 
overlook  accounting,  appear  to  be  ab- 
surdly cheap.  As  I  said  before.  Dour 
Reality  has  biumphed;  the  Pleasure 
Principle  is  in  full  retreat.  ■ 
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WHAT  MAKES 


on^ 


INVESTMENT  ADVISORY  SERVICE 

P 


All  investment  advisory  services  are  not 
alike.  Bulletin-type  services  are  designed 
for  mass  consumption  and  cannot  be 
written  specifically  for  you.  On  the  other 
hand  specialized  and  technical  services 
are  not  broad  enough  to  build  a  well- 
balanced  portfolio  which  we  believe  is 
necessary  if  safety  as  well  as  growth  is 
to  be  considered. 

BABSON'S  INVESTMENT  ADVISORY 
SERVICE  IS  DIFFERENT 

•  Babson's  analyzes  your  portfolio  and 
gives  you  an  investment  plan  tailored 
especially  for  you.  •  Your  registered 
stocks  will  be  under  the  constant  surveil- 
lance of  Babson's  Research  Department 
and  you  will  be  immediately  notified  when 
our   opinion   changes   on    any   of   them. 

•  You  will  be  assigned  a  professional  in- 
vestment advisor  with  whom  you  may  con- 
sult at  any  time  by  mail,  wire,  phone,  or 
in  person.  •  As  a  Babson  client  you  will 
also  receive  the  famous  Investment  and 
Barometer  Letter  to  help  keep  you  alert 
to  economic  developments  and  stock- 
market  trends.  This  informative  letter 
throughout  the  year  will  bring  you  re- 
search reports  on  hundreds  of  stocks 
and  bonds  in  vital  industries.  •  The 
Babson  Investment  Advisory  Service  is 
directed  toward  growth  of  your  investment 
portfolio  both  in  terms  of  income  and 
appreciation. 

A  flat  fee  of  $180.00  a  year  covers  the 
complete  service,  regardless  of  the  dollar 
value  of  your  portfolio. 

BABSON'S  IS  DIFFERE'n  r  IN  MANY  WAYS 

—  perhaps  the  greatest  of  these  is  Bab- 
son's 65  years'  experience  in  the  invest- 
ment advisory  field. 

We  would  be  delighted  to  send  you  a 
FREE  BROCHURE  describing  in  detail 
how  Babson's  Investment  Advisory  Ser- 
vice may  be  of  great  benefit  to  you. 
Simply  mail  the  coupon  below. 


Babson'3  Reports  Inc. 

Wellesley  Hills,  Mass.  02181,  Dept.  F-295 

Send  free  brochure  on  Babson's 
$180  Investment  Advisory  Service. 


Name. 


Street  &  No.. 


City. 


.State. 


-Zip. 


BABSOIN'S  REPORTS 

Incoi'por'a.ted 

WELLESLEY  HILLS,  MASS.  02181 
FOUNDED  IN  1904  BY  ROGER  W.  BABSON 


THE  FUi^DS 


Boston  Parlay 

Nine  yeabs  ago  Monte  J.  Wallace,  a 
young  Boston  lawyer,  and  hi.s  brother 
Neil  W.,  invested  $20,000  in  a  real 
estate  investment  trust  they  were 
forming.  Today,  largely  as  a  result 
of  that  minimum  investment,  the 
Wallaces  have  62%  control— worth 
$115  million  on  paper— of  Continen- 
tal Investment  Corp.,  a  20-month-old 
holding  company  that  already  owns 
Waddell  &  Reed,  manager  of  $3  bil- 
lion worth  of  mutual  funds;  owns 
John  P.  Chase  Inc.,  manager  of  an- 
other $900  million  in  mutual  funds 
and  private  accounts;  has  just  started 
another  real  estate  trust  with  assets 
of  $145  million  and  has  invested  $20 
million  in  equity  capital  in  a  mort- 
gage insurance  subsidiary. 

In  a  day  when  most  instant  mil- 
lionaires eagerly  seek  publicity,  neith- 
er of  the  Wallaces  talks  to  the  press. 
Hut  their  business  partners  do,  and 
conversations  with  them  and  a  look 
at  prospectuses  covering  the  various 
Wallace  public  business  ventures  map 
out  the  adroitness— and  luck— that 
marked  the  brothers'  fast  climb  up 
fortune's  ladder. 

It  began  with  Continental  Mort- 
gage Investors,  one  of  the  first  public 
trusts  to  invest  in  short-term  real  es- 
tate construction  loans  and  long-term 
FHA-  and  VA-insured  mortgages.  Du- 
rand  A.  Holladay,  Continental  Invest- 
ment senior  vice  president  and  CMI 
co-founder,  says:  "The  Real  Estate 
Investment  Act,  which  provided  a 
type  of  mutual  fund  approach  to  real 
estate  financing,  had  just  been  created 
in  1960.  We  thought  it  was  a  good 
idea.  Monte  sold  the  idea  to  the  un- 
derwriters." 

The  Wallaces,  Holladay  and  a 
handful  of  other  investors  started  CMI 
in  1961  with  $145,000.  The  1962 
public  offering  (luckily  brought  out 
just  before  the  market  slump  wiped 
out  new-issue  fever)  brought  in  about 
$25  million.  The  public  thus  put  up 
virtually  all  of  the  money  for  an  un- 
proved venture.  'That's  quite  true," 
says  Holladay.  "I  don't  think  the  back- 
ground of  any  of  us  would  indicate 
that  there  was  any  family  wealth." 

Fortunately  for  the  public,  it  was 
well  rewarded  for  taking  the  risk. 
CMI  has  becoine  the  biggest  trust  of 
its  kind  in  the  country,  with  assets  of 
$244  million.  The  stock  for  which  the 
public  originally  paid  $5  a  share,  ad- 
justed for  a  subsequent  3-for-l  split, 
recently  sold  at  $40.  (Another  split, 
2-for-l,  is  to  be  effective  Jan.  15.) 
The  trust  has  increased  its  profits 
each    year;    in    the    year   ended    last 


Mar.  31  it  earned  $1  a  share.  All 
earnings  are  distributed  as  dividends, 
which  under  the  law  enables  it  to 
avoid  income  taxes. 

Tight  money,  the  bane  of  most 
real  estate  operations,  has  been  a 
boon  to  CMI.  "The  major  source  of 
short-term  construction  loans  are  com- 
mercial banks,"  explains  Holladay.  "In 
a  tight-money  market,  those  get  the 
ax  early.  So  we  have  greater  oppor- 
tunities. We  don't  get  our  money  from 
"  the  same  place  the  banks  get  theirs." 
The  banks  basically  lend  their  depos- 
itors' money;  CMI  gets  its  lending 
funds  in  the  capital  markets. 

The  Payoff 

The  Wallaces  had  cashed  in  on 
CMI's  success  by  buying  substantial 
amounts  of  the  stock  in  the  early 
Sixties.  Their  private  real  estate  com- 
pany, which  also  was  prospering,  was 
a  ready  source  of  funds.  But  their  big 
payoff  in  the  stock  market  was  yet  to 
come.  Having  learned  with  CMI  how 
to  attract  money  without  a  ti-ack  rec- 
ord, Monte  Wallace  early  in  1968 
went  to  the  well  again  with  Conti- 
nental Investment.  The  public  again 
took  most  of  the  risk,  but  this  time 
Wallace  put  himself  and  his  brother 
into  a  position  where  they  reap  most 
of  the  benefits. 

Continental  Investment  was  to  be 
a  holding  company  for  subsidiaries  in 
the  real  estate  and  financial  services 
fields.  At  its  inception,  it  owned  only 
Investors  Mortgage  Insurance,  which 
had  $9  million  in  capital  but  hadn't 
started  in  business.  Wallace  and  his 
brother  in  May  1968  bought 
7,687,500  CIC  shares  for  59  cents  a 
share,  adjusted  for  a  subsequent  3- 
for-1  split.  After  other  insiders  and 
private  investors  were  sold  stock  for 
between  59  cents  and  $4  a  share,  1.6 
million  shares  were  sold  to  the  pub- 
lic in  October  1968  at  $7.50  a  share- 
12  times  what  the  Wallaces  had  paid 
five  months  earlier. 

The  brothers  had  put  up  $4.8  mil- 
lion, or  2\%  of  CIC's  capital,  and 
in  retmn  got  69%  of  the  company's 
11,233,000  shares.  The  public,  on  the 
other  hand,  put  up  57%  of  the  capital 
and  got  only  15%  of  the  equity. 

But  Wallace  was  just  beginning. 
He  quickly  acquired  John  P.  Chase 
for  CIC  stock.  Then  last  July  he 
bought  Waddell  &  Reed  for  $82  mil- 
lion in  cash,  all  borrowed  from  the 
banks. 

Finally,  last  December  CIC  brought 
out  a  second  real  estate  trust.  Di- 
versified Mortgage  Investors,  to  make 
investments— for  example,  land  loans, 
recreational  homesite  loans  and  long- 
term  shopping  center  financing— other 
than  the  kinds  CMI  makes.  (DMI  is 
run  by  CIC,  but  CMI,  though  still  run 
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ARE  NO-LOAD 
FUNDS  A  DARGAIN? 


let  FundScope's  exclusive  report  sliow  you. 


Of  380  mutual  funds  surveyed,  71  charge  no  sales  commission,  while 
the  rest  make  a  sales  charge  of  1%  to  8.85%.  From  the  standpoint 
of  getting  your  dollar's  worth,  FundScope  compares  BUYING  COST 
(sales  commission)  with  PERFORMANCE  RESULTS  and  comes  up  with 
some  very  significant  information.  It  shows  that  for  our  tabulated 
12  month  period,  among  the  TOP  10%,  7  are  No-Load  funds  ...  for 
the  latest  5-year  period,  13  of  the  TOP  10%  are  Load  funds  and  6 
are  No-Load  funds.  FUNDSCOPE  NAMES  THESE  FUNDS.  In  addition, 
you'll  see  exactly  how  the  5  top  No-Load  funds  compare  with  the  5 
top  Load  funds  in  lO-year  growth  performance  results  ...  and  how 
the  performance  of  "Go-Go"  No-Load  funds  compares  with  "Go-Go" 
Load  funds. 

You'll  see  for  yourself  how  No-Load  funds  and  Load  funds  compare 
for  GROWTH  ...  for  INCOME  ...  for  STABILITY  in  both  rising  market 
periods  and  declining  market  periods. 

Packed  with  factual  data,  FundScope's  exclusive  report  reveals 
which  No-Load  funds  are  a  "bargain"  and  which  are  expensive.  Learn 
how  to  avoid  "hidden  costs"  and  make  a  purchase  of  mutual  funds 
a  bargain.  Learn  which  No-Load  funds  out-performed  which  Load 
funds. 

Why  may  some  No-Load  mutual  funds  be  under  such  pressure  to 
produce  spectacular  results  that  they  may  be,  in  the  end,  far  more 
speculative  and  entail  greater  risk?  What  should  investors  look  for 
regarding  "redemption  fees?"  Are  expense  ratios  significant  to  inves- 
tors? Is  the  type  of  fund  you  choose  important?  Which  funds  have  a 
"Keogh  Plan"?  Are  No-Load  funds  suitable  for  short-term  speculation? 
FundScope  answers  these  and  many  other  questions  designed  to  help 
you  avoid  the  pitfalls  that  trap  so  many  uninformed  investors. 
SEC'S  INSTITUTIONAL  INVESTOR  STUDY .  .  .  FundScope  reviews  this 
SEC  study  in  which  about  100  management  firms,  along  with  other 
institutional  investors  such  as  banks,  insurance  companies,  pension 
funds,  college  endowments  and  foundations,  were  quizzed. 
PAYROLL  PLANS  FOR  MUTUAL  FUNDS  .  .  .  What  does  this  mean  to 
the  mutual  fund  industry  and  to  its  shareholders? 
NEW  FUNDS  IN  REGISTRATION  .  .  .  FundScope  lists  data  for  Anchor 
Venture  Fund,  Colonial  Heritage  Income  Fund,  Crusader  Fund,  Finan- 
cial Future  Fund,  First  Diversified  Mutual  Funds,  Heart  of  America 
Growth  Fund,  Investech  Fund,  ISI  Venture  Fund,  Mutual  Equity  Fund, 
United  Services  Fund,  and  the  Willow  Fund. 
FUNDS  RANKED  BY  SIZE  .  .  .  FundScope  ranks  funds  by  size  of  total 
net  assets.  Tables  show  assets  (1)  in  alphabetical  order  for  all  funds, 
with  No-Loads  separated  from  Load  funds.  (2)  ranked  by  order  of  size 
all  funds.  (3)  ranked  by  order  of  size,  groups. 
FOCUS  ON  FUNDS  .  .  .  Provides  a  detailed  review  and  description  of 
five  funds:  Blair  Fund,  Decatur  Income  Fund,  Investment  Company  of 
America,  Shamrock  Fund,  and  Travelers  Equities  Fund. 


If  your  goal  is  successful  performance  from  mutual  funds,  let  Fund- 
Scope  provide  you  with  these  facts.  NO  OTHER  PUBLICATION  IS  LIKE 
FUNDSCOPE,  IT  PRESENTS  INFORMATION  NOT  AVAILABLE  ANYWHERE 
ELSE-AT  ANY  PRICE.  Before  you  make  any  important  decisions 
regarding  mutual  funds,  you  owe  it  to  yourself  to  see  why  each  month 
over  20,000  investors,  brokers  and  money  managers  from  every  state 
and  48  foreign  nations  read  FundScope.  .Now  in  its  12th  year,  this 
independent  mutual  fund  bible  helps  point  the  way  toward  more  intel- 
ligent investing.  FUNDSCOPE  COVERS  380  MUTUAL  FUNDS.  THIS  BY 
FAR  THE  MOST  COMPREHENSIVE  REGULAR  COVERAGE  AVAILABLE  TO 
THE  PUBLIC.  Whether  you  want  to  see  exactly  how  your  fund  per- 
formed as  compared  with  others,  or  you  want  more  facts  before  you 
consider  buying,  selling  or  switching  any  funds,  you'll  find  exclusive 
unbiased  material. 


SPECIAL  OFFER  (New  trial  subscribers  only) 

Send  just  $14  for  a  3-month  trial  subscription  to  FundScope  including: 
The  previously  mentioned  January  issue  featuring  "NO-LOAD  FUNDS 
vs.  LOAD  FUNDS." 

Which  funds  ranked  highest  in  1969?  Our  February  issue  which 
gives  you  performance  results  for  1969  lets  you  see  which  Funds 
performed  best  during  this  most  volatile  year. 
The  March  issue  ranks  the  performance  of  each  fund  in  each  of 
the  8  years  (1961-1969),  in  descending  order  of  performance.  At 
a  glance  shows  the  top  10%  for  each  year. 


A. 


B 


PLUS  3  BIG  BONUSES 


1. 


2. 


3. 


1969  MUTUAL  FUND  GUIDE.  Published  each  April  this  dynamic  book 
contains  308  pages  of  vital  data  on  380  funds.  Included  are  their 
addresses  and  numerous  performance  and  statistical  features. 
(This  Guide  alone  sells  for  $10.) 

COMBINING  MUTUAL  FUNDS  &  LIFE  INSURANCE  FOR  FINANCIAL 
SECURITY.  A  special  article  that  tells  what  is  behind  these  com- 
bination packages. 

KEOGH  IS  FOR  YOU.  An  in-depth  8  page  reprint  that  thoroughly 
covers  the  plan's  35  main  points.  Gives  Advantages  as  well  as 
Objections. 
Remember,  FundScope  is  the  only  publication  of  its  kind  and  spot- 
lights unusual  news  and  features  items  out  of  the  ordinary  which  may 
mean  dollars  in  your  pocket.  FundScope  does  not  offer  investment 
advice  but  provides  facts  to  assist  you  in  making  decisions.  We  do 
not  sell  mutual  funds  or  have  any  connection  whatsoever  with  any 
fund  or  related  company.  No  salesman  will  call.  Not  available  on  news- 
stands. 

ACT  NOW:  Mail  $14  today,  or  for  the  above  offer  with  a  full  14-month 
subscription,  send  $45.00  (10-day  returnable  guarantee).  Include  ZIP. 


FundScope 


Dept.  F-1,  Suite  700 
1900  Avenue  of  the  Stars, 
Los  Angeles,  Calif.  90067 
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Privacy 

plus 

a  Bonus 


Double 
Safety 


THINK 
ABOUT   IT 


4% 


In  a  pinch,  or  when  a  good  deal  comes 
along,  nothing  takes  the  place  of  cash. 
Our  Bonus  Sa\'ings  Account  gives  you 
instant  availability  plus  highest  earn- 
ings. Base  interest  rate  is  compounded 
daih— date  in  to  date  out  —  paid 
quarterly.  Bonus  paid  at  maturity  (36 
months).  Minimum  account  —  $1,000. 
No  minimimi  for  Passbook  accounts. 
Write  for  details. 


One  of  America's  torgest 
. .  .  ond  strongest 


^H  EST.  1937 

Fide  LI  YY 

'^€£62/Ui£,  SAVINGS 


Box  1631-22 


AND  lOAN  AttOCIATION 

Glendale,  Calif.  91209 


f<%se\.s  over  $425,000,000 

Plooso  send  information  on: 

n  5'/4%  Bonus  accounts 
□   5%  Passbook  occounis 


Name_ 


Address- 


Cily. 


-State- 


-Zip. 


I  PLEASE   PRINT  ^^ 
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NARROW  THE  GAP 

ON  COMMODITY 
FUTURES  DECISIONS 

What  colors  your  decisions  in  commodity 
futures  activity?  You  can  narrow  the  gap 
lietween  fact  and  fancy  with  the  studied 
analyses  prepared  by  Ira  L,  Carroll,  Commodity 
Analyst.  Market  enthusiasts,  committing  $5000 
or  more  to  commodity  futures  in  eggs,  live 
cattle  or  bellies,  will  find  these  analytic  details 
invaluable  in  minimizing  risk  as  well  as  advanc- 
ing market  objectives.  Reports  available  upon 
request.  No  obligation. 

CALL  OR   WRITE 

IRA  L.  CARROLL 

Commodity  Analyst 

Phone  (312)  726-5375 

110  No.  Franklin  St.  -  Cliicago.  III.  60606 


Name 

Address 

City 

State 

Zip 

Phone  No. 

(office) 

(home) 

by  the  Wallace  group,  has  no  foniial 
connection  with  CIC.)  DMI  stock  im- 
mediately jumped  from  the  offering 
price  of  $20  a  share  to  a  recent  $30. 

"CM I  and  DMI  can  work  togeth- 
er," says  Holladay.  "In  the  recrea- 
tional homesite  area.  Continental  can 
make  the  developmeilt  loan,  DMI  can 
finance  the  purchasers.  In  land  loans 
it  turns  around.  DMI  will  make  a  land 
loan;  when  it  gets  ready  for  the  de- 
velopment stage,  Continental  will  be 
making  the  loan  that  will  provide  the 
funds  to  repay  DMI." 

CIC  sees  similar  promise  in  mort- 
gage insurance.  By  insuring  the  top 
20%  of  home  mortgages,  this  coverage 
is  intended  to  bridge  the  gap  between 
young  borrowers  who  want  to  pay 
10%  down  and  lending  institutions 
that  insist  on  30%.  Says  Jackson  W. 
Goss,  CIC  vice  president:  "Fifty-two 
percent  of  the  population  of  the 
United  States  is  under  30.  It's  rather 
frightening  but  it's  true.  They're  good 
credit  risks,  but  they  can't  come  up 
with  that  down  payment.  Mortgage 
insurance  makes  90%  loans  realistic." 

Based  on  such  promises,  CIC's 
stock  at  recent  prices  had  doubled  the 
public  offering  price,  putting  a  total 
stock-market  valuation  of  $189  mil- 
lion on  the  company  and  giving  the 
Wallaces'  investment  a  paper  worth 
of  $115  million,  or  24  times  what 
they  paid  for  it. 

for  What? 

That  $189  million  is  quite  rich  con- 
sidering that  the  company's  1969 
earnings,  including  Waddell  &  Reed 
for  just  one  half,  probably  did  not 
exceed  $2  million.  There  aren't  any 
immediate  prospects  for  a  sharp  gain 
in  earnings,  either.  Waddell  &  Reed 
has  been  earning  an  average  of  about 
$4  million  a  year,  but  much  of  that 
net  now  will  be  eaten  away  by  the 
debt  service  on  the  $82  million  CIC 
borrowed  to  buy  the  mutual  fund 
company. 

Earnings  from  John  Chase  and 
from  managing  DMI  are  small  at 
best.  The  mortgage  insurance  subsidi- 
ary (Wallace  has  shrewdly  hired  the 
Federal  Home  Loan  Bank  Board's  ex- 
president  John  E.  Home  as  presi- 
dent and  the  heads  of  se\eral  savings 
and  loan  associations  and  banks  as 
directors)  could  produce  significant 
earnings— but  far  in  the  future.  MCIC 
C'orp.,  the  leader  in  the  mort- 
gage insurance  field,  was  in  business 
for  six  years  before  it  reported  ainuial 
earnings  of  over  $1  million. 

It  will  be  years  before  CIC's  earn- 
ings justify  its  stock  price,  if  ever.  But 
so  far  it's  been  an  interesting  and 
profitable  ride  for  the  stockholders 
—and  for  Monte  and  Neil  Wallace 
in  particular.  ■ 


How  to  start 

benefiting  from 

investment 

management 

with  as  little  as 

$5,000 


If  you  have  saved  or  acquired  $5,000  to 
$50,000,  you  naturally  want  to  make  your 
capital  grow.  But  you  may  actually  be  losing 
ground  due  to  inflation  and  taxes. 

To  help  solve  this  problem,  clients  in  55 
countries  have  placed  their  accounts  under 
The  Danforth  Associates  Investment  Man- 
agement Plan,  a  unique  program  originally 
developed  by  a  Boston  family  to  manage 
its  own  common  stock  investments. 

As  in  any  investment  program,  losses  do 
and  will  occur.  However,  the  plan  thus  far 
has  proved  especially  efficient  in  providing 
continuing  capital  growth  supervision  for 
individual  portfolios  starting  with  from 
$5,000  to  $50,000  in  cash  or  securities. 

For  a  complimentary  copy  of  a  42-page 
report  describing  this  tested  plan  and  its 
complete  10-year  "performance  record," 
simply  write  Dept.  K-20. 

THE  Danforth  Associates 
Wellesley  hills,  Mass..  u.s.a.  02181 

Invesunent  Management  •  Incorporated  1936 
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SHOULD  YOU  BUY  NOW? 


GROWTH  FUND  GUIDE  is  an  advi- 
sory  service  which  tells  you  what  it 
thinks  and  why.  No  doubletalk. 

NOW  if  you  are  looking  for  straightfor- 
ward advice,  forecasts,  charts,  ratings, 
pages  of  statistics  and  information  on 
about  50  of  America's  fastest  growing 
no-load  and  load  mutual  funds  take 
advantage  of  our  special  offer  today. 

GET  our  current  24-page  issue  Reg.  $3 

PLUS 
our  new  bonus  report 
Load  vs.  No-Load  Reg.  $2 

ALL  for  only  $1    (new subscribers  only) 

Just  mail  this  ad  and  $1  to 
GROWTH  FUND  RESEARCH,  INC. 

Dept,  F-8  P.O.  Box  2109 
Long  Beach,  Calif.  90801 

Subscription  cannot  be  assigned  without  your  consent 


GR 


oMTff 


FUND 
GUIDE 


THl  INVISTORS  GUIDE  TO  DYNAMIC  GROWTH  FUHOS 


64 


FORBES.   JANUARY   15,    1970 


i 


Trends 

&  Tangents 

(Continued  from  page  6) 

fact  that  11  of  the  16  posts  went 
to  new  employees  brought  in  from 
the  outside.  The  imports  include 
the  president,  senior  vice  president, 
executive  vice  president  for  fi- 
nance and  eight  of  the  15  vice 
presidents. 

Against  fhe  Trend 

In  the  teeth  of  ten  state  laws 
forbidding  the  practice— five  passed 
during  1969— some  auto  dealers 
are  urging  that  odometers  on  all 
used  cars  should  be  turned  back 
to  zero  before  the  cars  are  sold. 
Their  argument  is  that  to  keep 
new-car  production  high,  used-car 
trade-ins  must  also  be  high.  And 
that,  in  turn,  is  easier  if  the  dealer 
can  sell  the  trade-in  at  a  good 
price,  unhindered  by  buyer  wor- 
ries about  how  many  miles  the  old 
bus  has  already  traveled.  Consum- 
ers favor  "full  disclosure,"  how- 
ever, and  the  chances  seem  good 
that  most  states  will  have  laws  for- 
bidding odometer  tampering  within 
the  next  five  years. 

Lumber  Numbers 

When  \ou  order  softwood  lum- 
ber to  build  a  house  after  Mar.  1, 
you'll  have  a  better  chance  of 
avoiding  squeaky  floors  and  crook- 
ed comers.  The  Commerce  Depart- 
ment has  announced  new  dimen- 
sional standards  for  lumber  requir- 
ing green  lumber  to  be  cut  larger 
than  dry  lumber,  so  that  both  will 
end  up  the  same  size.  Further, 
several  sizes  (like  the  classic  two- 
by-four)  are  now  officially  smaller, 
and  savings  in  lumber  costs  alone 
on  the  average  new  house  could 
run  to  $1.50. 

Moving  B/ues 

"Hell,  no,  we  won't  go!"  is  being 
heard  often  today  from  business 
executives  who  refu.se  transfers  to 
big,  expensive  cities,  according  to  a 
recent  National  Industrial  Confer- 
ence Board  survey  among  37  major 
companies.  Employee  reluctance  is 
growing  despite  various  induce- 
ments, such  as  relocation  allow- 
ances and,  by  several  companies, 
special  salary  increases.  New  York 
was  a  major  problem  destination. 
But  Equitable  Life,  headquartered 
in  New  York,  has  trouble  moving 
people  to  Chicago  and  Los  An- 
geles as  well.  ■ 
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INVESTMENT 
MANA3EMENT 


WHY  GIVE  US 

PERMISSION 

TO  BUY  AND  SELL 

WITHOUT 

YOUR  PERMISSION? 

Because  we  specialize  in  managing  personal 
investment  accounts  of  $5,000  or  more  for  aggres- 
sive capital  growth  for  investors  who  appreciate 
the  risks  and  rewards  of  a  common  stock  portfolio. 
You  own  the  stocks  -  the  account  is  in  your  name 
with  your  broker.  But  we  do  all  the  buying  and 
selling  -  we  have  a  full-time  staff  of  experienced 
market  analysts  assisted  by  continual  research  and 
computer  data.  If  that  makes  sense  to  you,  give  us 
permission  to  send  you  our  32-page  booklet 
"Declare  Your  Own  Dividends"  for  further 
explanation. 

SPEAR&SWRiNC 

Investment  Management  Division    DepI     MF-115 
Babson  Park,  Mass,  02157 

Please  send  me  a  complimentary  copy  of 
"Declare  Your  Own  Dividends."  Confidentially, 
my  account  would  amount  to  about  $ 


Name_ 


Address. 


.  State  _ 


_Zip. 


T.  ROWS  PRICE 
GROWTH  STOCK 
FUND,  INC. 


A  NO-LOAD  FUHD 

Investing  in  stocks 

carefully  selected  for  longterm 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

MO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


T.  Rowe  Price  Growth  Stock  Fund,  Inc. 
One  Ctiaries  Center,  Dept.B 
Baltin^ore,  Md.  21201 


A  NO-LOAD  Mutual  Fund 

ROWE  PRICE 
NEW  ERA 


FUND, 


INC. 


Objective:  Capital  Appreciation.  The 

Fund  will  seek  capital  growth  in  any 
industry  but  it  believes  opportunities 
are  especially  promising  in  companies 
engaged  in:  Real  Estate  •  Natural 
Resources  Development  •  Scientific 
and  Technological  Research  and 
Development  •  Consumer  Services 

NO  SALES  CHARGE 

Mail  coupon  for  free  prospectus 


Rowe  Price  New  Era  Fund,  Inc. 

One  Charles  Center,  Dept.  C 

Baltimore,  Maryland  21201  (301)  539-1992 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  securities. 
The  offering  is  made  only  by  the  Prospectus. 


NEW  ISSUE 


December  16,  1969 


400,000  Shares 


DEN'TAL-EZ,INC. 

Common  Stock 

(Par  Value  $1.00  per  Share) 

Price  $23.00  per  Share 

Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this 
announcement  is  circulated  from  only  such  of  the  underwriters,  includ- 
ing the  undersigned,  as  may  lawfully  offer  the  securities  in  such  State, 


Clark,  Dodge  &  Co. 

lDcerporit«d 

New  York  Securities  Co. 
Bacon,  Whipple  &  Co. 
Crowell,  Weedon  &  Co. 
Rauscher  Pierce  &  Co.,  Inc. 
A.  G.  Edwards  &  Sons,  Inc. 
Dallas  Rupe  &  Son,  Inc. 
Underwood,  Neuhaus  &  Co. 

Incorparalcd 

Baer  Securities 

C*rf«rali«s 


R.  G.  Dickinson  &  Co. 

Blair  &  Co.,  Inc. 
C.  E.  Unterberg,  Towbin  Co. 


Laird 

lacorporaltd 

Andresen  &  Co. 


Cummings  &  Taylor 

Ucorpvralcd 


Bateman  Eichler,  Hill  Richards 

Incorporated 

Dain,  Kalman  &  Quail 

Boettcher  and  Company 

Rotan,  Mosle-Dallas  Union,  Inc. 

Stifel,  Nicolaus  &  Company 

Watling,  Lerchen  &  Co. 

First  Mid  America 

CorperalioB 


First  of  Texas      Hugh  Johnson  &  Company,  Inc.     The  Marshall  Company,  Inc. 

liCBrp«ra(«d 

Rowles,  Winston  &  Co. 

Ucorpartlcd 


Philips,  Appel  &  Walden,  Inc. 


One  out  of 
every  24  subscribers 
to  Forbes  Magazine 
is  a  millionaire. 

Dotheyreadit 
because  they  are? 

Or  are they 
because  they  read  it? 


FORBES:  CAPITAUST  TOOL 


READERS  SAY 


(Continued  from  page  7) 

With  Our  Apologies 

Sir:  Regarding  the  photo  of  "Moose- 
meat  John"  (Forbes,  Nov.  15,  p.  31) 
and^his  sled:  If  that  is  a  load  of  moose- 
meat,  how  come  it  has  caribou  horns? 

—Robert  D.  Gilmore 

Advertising  Manager, 

G.D.  Searle  &  Co. 

Chicago,  111. 

Caribou  don't  have  horns,  they're  ant- 
lers. Amjtvay,  our  apologies  to  the  ani- 
mal—Ed. 

Hawaii's  Gasoline 

Sm:  The  article  in  your  column 
"Trends  &  Tangents"  (Forbes,  Nov.  1, 
p.  21 )  is  not  exactly  accurate.  First, 
Standard  Oil  of  Calif,  has  not  run  a  re- 
finery in  Hawaii  for  decades.  It  has 
been  here  for  nine  years,  to  be  precise. 
Second,  Cal  Standard  doesn't  have  a 
monopoly  in  Hawaii. 

Third,  Hawaii's  gasoline  prices  are  not 
sky  high.  Regular  gasoline  can  be  pur- 
chased in  Honolulu  for  as  low  as  34.9 
cents  per  gallon,  about  the  same  as  in 
several  metropolitan  areas  on  the  West 
Coast.  Fourth,  the  fact  that  gasoline  in 
Hawaii  is  somewhat  higher  than  in  many 
places  on  the  mainland  is  not  attributa- 
ble to  military  spending  and  tourism. 
The  prime  reason  gasoline  prices  are 
higher  here  is  dealer  markup  and  taxes, 
which  are  the  highest  in  the  nation. 

—Lee  p.  Morris 

Manager,  Hawaiian  Refinery, 

Standard  Oil  of  Calif. 

Honolulu,  Hawaii 

About  GB 

Sir:  I  wholeheartedly  agree  with  your 
remarks  in  the  Dec.  1  issue  ( Fact  &  Com- 
ment) regarding  the  need  for  supporting 
General  Electric.  But  I  wish  you  would 
go  further. 

I  intend  to  write  to  every  company  in 
which  I  have  some  stock  ownership  and 
tell  them  that  I  will  support  their  efforts 
to  stand  up  to  the  unions  when  exces- 
sive demands  are  made  for  wage  in- 
creases, even  if  such  efl^orts  should  result 
in  reduction  or  elimination  of  dividends 
to  stockholders. 

— W.  Templeton 
LaGrange,  111. 

Sm:  If  GE  is  carrying  the  ball  against 
inflation,  why  did  they  just  announce  a 
10%  to  15%  increase— effective  Dec.  24, 
1969— in  projection  bulbs? 

—Michael  Miller 

Michael  Miller's  Camera  Shop 

Brooklyn,  N.Y. 

Sir:  I  agree  100%,  but  would  go  fur- 
ther and  suggest:  Don't  buy  any  com- 
petitor's product. 

—Karl  Weber 
Rancho  Santa  Fe,  Calif. 
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\  WARRANTS  | 

±  move  faster  and  further  than  any  other  type  of  = 

3  security— iMth  up  and  down.  Thus,   in  previous  = 

I  years,    General   Tire   &    Rublwr   Warrants   moved  1 

I  .from  4V2  to  206  and  United  Air  Lines  Warrants  g 

g  from   4l^    to   126  amid   a   host   of  similar  ex-  g 

g  amples,    while   a   Martin-Marietta   Warrant   skid-  = 

f  ded   from   46'/4    to    14%    with    plenty  of   down-  | 

f  side  company.  Since  the  outstanding  leverage  g 

g  of  Warrants  is  indisputable,  and  since  the  num-  g 

f  her  of  actively-trading  Warrants  is  growing  rap-  g 

i  idly— 170  currently  that  you  should  know  about  g 

g  —with    more   top-flight   companies    issuing   War-  g 

1  rants;  AMK.  Gulf  &  Western,  Ling-Temco,  Loew's  g 

%  etc.— you  should  know  what  Warrants  are,  which  g 

1  Warrants  trade  in  today's  market,  and  the  basic  i 

§  rules  for   recognizing   opportunities   in   Warrants  g 

1  (and  dangers)  when  they  occur.  g 

I  The   R.H.M     Warrant   &   Stock  Survey   —   Stocks  | 

g  Under   10,    is  one  of   the   largest  and   most  re-  g 

g  spected    investment    services    covering   the    War-  g 

g  rant  field,    with   more  than  two  decades  of  ser  g 

g  vice  to   in.estors  under  the  editorship  of  Sidney  g 

g  Fried,  a  name  associated  with  the  Warrants  field  g 

g  in   every  financial   center  of  the  western  world.  = 

g  Let  us  tell  you  how  our  service  approaches  devel-  = 

i  oping  opportunities  in  Warrants,   in  the  general  g 

i  stock  market    and  in  "Stocks  Under  10".  There  = 

i  is  no  obligation,    and   there   is   no  cost  for  this  ^ 

g  valuable  information,  yet  it  could  mean  a  great  g 

i  deal    to   you    in   the   active    markets   ahead     For  J 

1  your  free  copy,   send   today  to  Warrants.    Dept.  § 

i  F  416     R.H  M     A«oriates.    220    Fifth    Avenue. 

I  New  York.  NY.    10001.  | 
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Dividend  Notice 

The  Board  of  Directors  of  the 
Northern  Pacific  Railway  Company 
today  declared  a  quarterly  dividend 
of  65  cents  per  share  on  the  out- 
standing capital  stock  of  the  Com- 
pany, payable  on  January  30,  1970 
to  holders  of  record  at  the  close  of 
business  on  January  9,  1970. 

Floyd  A.  Deming 
Dec.  11.  1969  Secretary 
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Guide  to  a  Sound  Investment  Practice 
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$6.00 
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Order   from    publisher    or   from    Brentano's, 
Doubleday  or  other  stores. 
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THOUGHTS . . . 


ON  THE 
BUSINESS  OF  LIFE 


In  this  age  the  man  who  dares  to 

think   for   himself   and   to   act   inde- 

pendentl\-  does  a  service  to  his  race. 

—John  Stuart  Mill 


Man  is  but  a  reed,  the  most  feeble 
thing  in  nature,  but  he  is  a  thinking 
reed.  —Blaise  Pascal 


The  more   decisions   that   you  are 

forced  to  make  alone,  the  more  you 

•are  aware  of  your  freedom  to  choose. 

-Thornton  Wilder 


Though  the  proportion  of  those 
who  think  be  extremely  small,  yet  ev- 
ery individual  flatters  himself  that  he 
is  one  of  the  number. 

—Caleb  Colton 


Brains  aren't  e%'erything,  but  the\^'re 
important.  —William  Feather 


Every  man  must  scratch  his  head 
with  his  owTi  nails.      —Arab  Proverb 


To  let  oneself  be  bound  by  a  duty 
from  the  moment  \'ou  see  it  approach- 
ing is  part  of  the  integritv'  that  alone 
justifies  responsibihty. 

—Dag  Hammarskjold 


A  sense  of  dut>'  is  useful  in  work, 
but  offensive  in  personal  relations. 

— Bertrant)  Russell 


Follow  your  owoi  path,  no  matter 
what  people  say.  —Karl  Marx 


The  test  of  extraordinary  merit  is 
to  see  those  who  emy  it  the  most,  yet 
obliged  to  praise  it. 

—La  Rochefoucauld 


If  a  man  does  not  keep  pace  with 
his  companions,  perhaps  it  is  because 
he  hears  a  different  drummer.  Let 
him  step  to  the  music  which  he  hears, 
however  measured  or  far  away. 

—Henry  David  Thoreau 


To  be  independent  is  the  business 
of  a  few  only;  it  is  the  privilege  of 
the  strong.       — Friedrich  Nietzsche 


What   is   best  for  people   is   what 
they  do  for  themselves. 

—Benjamin  Franklin 


B.  C.  FORBES 

Your  success  depends  upon 

you. 

You    have    to    steer    your 

own 

course. 

You    have     to     do     your 

own 

thinking. 

You  must  make  your  own 

deci- 

sions. 

You    have    to    .solve    your 

own 

problems. 

Your    character    is    your    handi-    \ 

work. 

You    have    to    write    your 

own 

record. 

You    have    to    build    your 

own 

monument— or   dig    your 

own 

pit. 

Which  are  you  doing? 

Every  man  is  the  painter  and  the 
sculptor  of  his  own  hfe. 

—John  Chrysostom 


Ignorance  is  voluntary  misfortune. 
—Nicholas  Lang 


By  gnawing  thiough  a  dyke,  even  a 
rat  may  drown  a  nation. 

—Edmund  Burke 


The  community  in  which  each  man 
acts  like  his  neighbor  is  not  yet  a  civ- 
ilized community. 

—Archibald  Sayce 


It  is  the  natme  of  man  that  no 
one  learns  from  experience.  The  fol- 
hes  of  the  fathers  are  lost  on  their 
children;  each  generation  has  to  com- 
mit its  own.    —Frederick  the  Great 


Imperfection  means  perfection  hid. 
—Robert  Bro\\'ninc 


Alt  is  simply  a  right  method  of  do- 
ing things.  The  test  of  the  artist  does 
not  lie  in  the  will  with  which  he  goes 
to  work,  but  in  the  excellence  of  the 
work  he  produces. 

—Thomas  Aquinas 


To  be  nothing  is  the  result  of  doing 
nothing.  —Harry  F.  Ban'ks 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $6.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  (Sales 
tax:  New  York  State,  from  3%  to 
6%;  New  York  City,  6%.) 


A  Text . . . 


Sent  in  by  Willis  Worley  Jr., 
Waurika.  Okla.  What's  your  favor- 
ite text?  The  Forbes  Scrapbook 
of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of 
texts  used. 


But   let   every    man    prove    his   own 

work,  and  then  shall  he  have  rejoicing 

in  himself  alone,  and  not  in  another. 

— Galatians  6:4 
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If  the  competition  liad  impala's 

liigli  resale  value,  maybe  th^U  be  No.1 


Maybe. 

The  people  at  Chevrolet  gener- 
ously offer  these  tips  to  competitors 
io  help  improve  their  resale  value. 

They  could  try  adding  Impala's 
side-guard  door  beam  structure, 
heavy  steel  rails  inside  each  door  for 
i.  "^reater     eling  of  security. 

"hey  c  jld  work  a  little  harder  on 
ke.^jing  rocker  panels  from  rusting, 


just  as  we  have  done  with  our  flush- 
and-dry  design. 

They  could  put  protective  inner 
fenders  in  every  model,  like  Impala, 
to  keep  outer  fenders  looking  new. 

They  could  hush  up  the  sounds  of 
old  age  with  something  like  Impala's 
long  life  exhaust  system. 

Impala's  cargo-guard  luggage 


compartment  is  a  good  bet,  too.  , 
steel  wall  separates  luggage  froi 
passenger  compartment. 

But  if  competition  doesn't  tali 
these  tips,  you  certainly  should. 

Buy  an  Impala.  It's  such  a  rewarc 
ing  car  to  get  rid  of. 


CHEVBOLE 


Putting  you  first,  keeps  us  ffirsli 


^.\ 


This,  too,  is  Warner  &  Swase^  ^^  %, 


TThis  circuit  board  (above,  and  half  the  size  of 
lis  page)  will  control  by  its  electrical  impulses 
modern  production  machine  in  any  of  a  hundred 
Kpes  of  plant,  and  control  it  with  unbelievable 
recision. 


2.  Guided  by  a  punched  tape  like  this 
this  Wire  Wrap  Machine  is  assembling  the  wiring  for  a 
wide  variety  of  such  circuit  boards  each  designed  to 
control  some  production  machine  in  one  of  its  opera- 
tions. This  use  of  Warner  &  Swasey  electronic  control 
is  an  example  of  how  one  Warner  &  Swasey  produaj 
helps  produce  another. 


utomatic  conveyor-operated  wave  soldering  results  in  uni- 
<  high  quality  of  circuit  boards  at  lowest  cost. 


4.  And  here  is  the  final  result  —  the  circuit  board  controls  are  in 
place,  to  guide  a  $200,000  machine  tool  in  its  production,  hour 
after  hour,  of  an  aircraft  or  automotive  part  or  any  of  many 
other  products.  One  workman  supervises  the  operation  and  never 
a  mistake,  instead  of  the  former  methods  requiring  many  opera- 
tors at  constantly  increasing  wage  cost  and  with  the  inevitable 
element  of  human  error.  This  is  the  Electronics  Division  of 
Warner  &  Swasey.  It  has  doubled  its  sales,  doubled  its  floor  space, 
doubled  its  number  of  employees  every  year. 


Yes,  this,  too,  is  Warner  &  Swasey  in  one  of  its  many  new  plants  where 
we  are  making,  profitably,  Numerically  controlled  punch  presses,  gun 
drills  and  lathes;  Textile  machines;  Earth  moving  equipment;  Trucks; 
Hydraulics;  Solid  state  controls. 


WARNER 
SWASEY 

Chithniti 

PRODUCTIVITY 

EQUIPMENT 

'-     &  SYSTEMS     - 


>U  CAN  PRODUCE  IT  BETTER,  FASTER,  FOR  LESS  WITH  WARNER  ft  SWASEY  MACHINE  TOOLS,  TEXTILE  MACHINERY,  CONSTRUCTION   EQUIPMENT 


Because  never,  ever,  anywhere  has 
there  been  an  industrial  enterprise 
structured  and  operated  on  what 
amounts  to  a  "Corporate  Partner- 
ship" basis. 

Here's  how  it  works: 

Each  of  the  56  Alco  Standard 
profit  centers  was  a  successful, 
privately  owned  company.  Their 
individual  growth,  however,  was 
frustrated  by  lack  of  investment 
capital,  increasingly  complex  ad- 
ministrative detail  and  govern- 
ment regulation. 

Today,  as  part  of  Alco  Standard, 
each  member  company  turns  over 
such  problems  to  Alco's  corporate 
specialists.  And  the  member  com- 
pany's executives  are  free  to  con- 
centrate on  what  they  know  best 
.  .  .  developing  and  selling  their 
products  and  services  at  a  profit. 

These  executives,  now  Alco  part- 
ners, retain  their  owner-manage- 
ment incentive  through  holdings  of 
Alco  stock.  They  have  a  personal 


FIVE  YEAR  RECORD' 


$1.55 


$1.20 


$.90 


$.60 


$.30 


EARNINGS                        1 
PER  SHARE                      1 
Year  Ended  Sept.  30               1 

1 

'65     '66     '67     '68     '69 

•from  1969  annual  report 

"The  Corporate  Partnership" 


stake  in  Alco's  growth  and  tl 
operating  autonomy  to  attain  i 

Consider  the  success  of  th 
"Corporate  Partnership"  concep 
Our  substantial  internal  growtl 
plus  growth  through  acquisition 
has  resulted  in  a  33  percent  tot 
compounded  annual  growth  rai 
of  earnings  per  share  for  the  la 
five  years.  Revenues  have  increase 
from  less  than  $35  million  in  19( 
to  $304.8  million  in  1969.  Earninj 
per  share  have  gone  from  38  cen 
to  $1.55  during  the  same  period. 

Each  year,  hundreds  of  private!} 
held  companies  indicate  an  interei 
in  joining  the  Alco  Standard  "Co 
porate  Partnership."  With  thinj 
taking  off  the  way  they  are,  wh 
can  blame  them? 

Earnings  per  share  are  just  or 
measure  of  Alco  Standard's  rapt 
and  profitable  growth.  Our  1969  An 
nual  Report  has  all  the  detail 
Write  Mr.  William  Bauer,  Ale 
Standard  Corporation,  Valley  Forgi 
Pennsylvania  19481. 
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Test-marry  a  Savin. 


You  can't  really  know  an  office  copier 

unless  you  try  it.  So,  we'll  demonstrate 

it,  right  in  your  own  office. 

Before  you  make  any 

commitment,  we'll  insist  that  you 

try  our  Savin.  Which  indicates  that 

we're  pretty  confident  that  once 

you  try  it,  you'll  want  it.  For  keeps. 

Savin's  got  a  lot  going  for  it.  It  doesn't 

demand  lots  of  money  to  own  or  lease. 

It  doesn't  need  a  room  of  its  own  or 

maid  service.  It's  almost  never  sick. 


And  it'll  reduce  the  cost  of  makin 
copies.  So  you  can  not  only  affor( 
the  copier,  but  also  the  copies. 

Now  maybe  that's  hard  to  believe 
But  then  again,  we're  not  asking 
you  to  take  our  word. 

Instead,  let  Savin  into  your  office 
for  a  test-marriage.  Then  we'll  wr 
the  marriage  contract. 

Savin  Business  Machines  Corpor 
161  Sixth  Ave.,  New  York,  N.Y.  10 
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SAVIN  COPIERS.  WE  LOVE  TO  REPEAT  OURSELV 
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Side  Lines 


The 


T>iC^/ 


Man 


Someone  was  asking  us 
the  other  day:  "What's  the 
average  Forbes  writer 
like?"  We  replied:  "Well, 
he's  a  man,  has  two-thirds 
of  a  wife  and  2/3  chil- 
dren and  drives  1.43  cars." 
He  didn't  think  we  were 
funny.  He  said:  "You 
know  what  I  mean. 
What's  the  typical  Forbes 
writer  like? " 

We  did  some  arithme- 
tic, using  median  figures, 
and  came  up  with  this 
picture  of  the  typical 
Forbes  writer.  He's  a  man. 
He's  34,  has  one  wife  and 

one  child,  and  lives  in  New  York  City  or  a  New  York  suburb.  He  at- 
tended an  Ivy  League  college,  where  he  majored  in  English,  and  has 
done  considerable  postgraduate  work.  He's  been  in  the  working  world 
for  ten  years  and  has  spent  four  of  them  at  Forbes.  He's  5  feet  10  inches, 
weighs  170  pounds,  and,  de.spite  his  relative  youth,  wears  his  hair  short. 

Then  we  started  looking  around  for  this  typical  Forbes  writer  and 
the  first  man  we  ran  into  was  sporting  a  mustache  and  beard.  The  sec- 
ond was  wearing  his  hair  almost  down  to  the  nape  of  his  neck.  Two  of 
the  writers  looked  suspiciously  like  women,  because  they  most  definitely 
are.  About  half  the  men  we  talked  with  had  gone  to  Ivy  League  col- 
leges, but  others  were  graduates  of  such  varied  places  as  Marquette 
University,  Oxford  in  England,  Grinnell  and  the  University  of  Missouri. 
One  had  never  been  to  college;  he'd  learned  to  write  in  the  Marines. 

We  have  ex-school  teachers  on  the  staff,  a  couple  of  former  bank- 
ers, a  financial  analyst  or  two.  We  have  bachelors— and  .several  writers 
with  five  children. 

We  couldn't  find  a  typical  Forbes  writer  in  the  place,  which  not  only 
,  proves  something  about  statistics;  it  also  proves  something  about  Forbes. 

We  don't  want  look-alikes  on  the  staft;  we  don't  want  think-alikes;  we 
want  men  of  varied  backgrounds,  varied  experiences.  That  variety  helps 
prevent  us,  a  staff-written  magazine,  from  becoming  ingrown,  parochial 
and  dull.  It  helps  keep  our  story  meetings  lively;  we  have  enough 
youth  so  that  we  know  what  young  people  are  thinking,  but  enough  De- 
pression-scarred middle-agers  to  keep  our  perspective. 

Our  beat  is  business,  but  we  cover  it  in  no  narrow  way.  Consider  this 
issue:  It  analyzes  what  happened  to  the  paper  involved  in  last  year's 
rash  of  tender  ofi^ers;  takes  the  reader  behind  the  scenes  in  the  glam- 
orous diamond  business;  takes  a  hard  look  at  a  wildly  speculative  new 
issue  (Viatron).  It  covers  personalities,  statistics,  management  prob- 
lems, investing,  social  problems  with  business  implications.  Business 
stories,  yes,  but  in  broad  and— we  hope— broad-minded  context. 

No,  there  just  isn't  any  "typical"  Forbes  story.  And  that's  why  there's 
no  "typical"  Forbes  writer.  Forbes  is  not  Wall  Street  or  Main  Street  or 
Constitution  Avenue,  but  a  collection  of  backgrounds  and  viewpoints 
brought  to  bear  on  a  single  task:  reporting  on  business  and  analyzing  it 
in  an  intelligently  skeptical  way— considering  all  points  of  view  but 
committed  to  no  one  of  them.  And  that— not  being  a  34-year-old  Ivy 
Leaguer  with  short  hair— is  what  makes  a  typical  Forbes  writer.  ■ 
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V\fe  don't  mean 
to  get 

technical. 
But  we  are. 


You'll  find  the  schools  and 

skills  in  the  strategic  location 

you  need  in  today's 

changing  Middle  South. 

In  Arkansas,  encoders 

are  being  manufactured 

for  NASA's  moon  rocket 

boosters  assembled  in 

Louisiana  and  tested  in 

Mississippi.  Sophisticated 

manpower  and  brainpower 

are  laying  a  foundation 

for  the  future.  A  future 

where  the  Middle  South 

does  more  than  compute 

to  compete  in  every 

field  of  technology.  All 

with  the  idea  of  making 

tomorrow  come  a  day 

early.  Get  technical  with 

us.  Write:  Middle  South, 

Box  61000,  New  Orleans, 

La.  70160 


MIDDLE    SOUTH 

UTILITIES     SYSTEM 
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ARKANSAS  POWER  &  LIGHT  COMPANY 
LOUISIANA  POWER  &  LIGHT  COMPANY 
MISSISSIPPI  POWER  &  LIGHT  COMPANY 
NEW    ORLEANS    PUBLIC    SERVICE     INC 


Trends 

&.  Tangents 


FOREIGN 


Tibet,  Wesf 

Faced  with  a  growing  shortage" 
of  woodsmen,  Great  Northern  Pa- 
per Co.  brought  sLx  Tibetan  refu- 
gees to  the  U.S.  three  years  ago 
to  cut  wood  in  northern  Maine. 
Apparently  both  the  company  and 
the  Tibetans  are  happy  with  the 
deal,  for  last  fall  Great  Northern 
brought  in  21  more  Tibetan  males 
from  their  temporary  home  in  In- 
dia. And  27-year-old  Wangdiuk 
Dorjee,  one  of  the  six  original 
woodsmen,  fetched  his  bride,  So- 
nam  Dhondup,  12,000  miles  to  join 
their  isolated  camp. 

Rubber  Report 

Synthetic  rubber  continued  last 
year  to  pick  up  the  growth  in  the 
rubber  market,  accounting  for  2 
million  long  tons  or  over  three- 
fourths  of  total  U.S.  rubber  con- 
sumption. But  far  from  being  re- 
placed, natural  rubber  imports  con- 
tinue remarkably  steady,  with 
541,000  long  tons  brought  in  last 
year.  Malaysia,  where  average 
yields  rose  from  400  pounds  per 
acre  in  1960  to  over  800  pounds 
in  1969,  has  now  supplanted  Indo- 
nesia as  the  primary  U.S.  source. 


BUSINESS 


Ring  the  Bell  Slowly 

One  reason  AT&T  stock  jumped 
a  point  and  one  half  one  day,  soon 
after  Jan.  1,  was  that  many  holders 
received  their  Bell  dividend  checks 
and  promptly  used  them  to  buy 
more  AT&T  stock.  In  contrast.  First 
National  City  Bank,  which  is  rein- 
vesting AT&T  dividends  for  ihose 
who  chose  to  take  stock  instead  of 
cash,  spread  its  stock  purchases 
over  many  days  so  as  not  to  drive 
up  the  price.  Thus  those  who  re- 
invested through  the  automatic 
plan  will  get  a  lower  cost  on  their 
January  AT&T  purchases  than 
shareholders  who  reinvested  for 
themselves  immediately. 

Runr)ing  on  Gas 

Pollution  is  just  becoming  a  na- 
tional political  issue,  but  it  is  far 
beyond  that  stage  in  smog-weary 
California.  Governor  Ronald  Rea- 
gan,  up   for   re-election    this    year, 


announced  last  month  an  immedi- 
ate conversion  of  175  state-owned 
vehicles  to  natural  gas.  The  state 
hopes  to  convert  yearly  between 
,200  and  400  of  its  26,000  vehicles' 
to  a  dual  system,  in  which  a  but- 
ton on  the  instrument  panel  allows 
the  car  to  run  on  gasoline  or  na- 
tural gas.  The  conversion  costs 
about  $400  per  car;  but  natural 
gas,  besides  cutting  smog-causing 
emissions  by  as  much  as  90%,  re- 
duces operating  costs  and  doubles 
engine  life  expectancy.  Reagan  has 
also  proposed  a  tax  cut  of  60% 
on  natural  gas— equivalent  to  a  sav- 
ings of  some  16  cents  a  gallon  on 
gasoline— to  stimulate  the  con- 
version to  natural  gas  by  Cali- 
fornia's private  fleet  owners. 

Think  Flexible 

While  most  computers  slavish- 
ly follow  human  commands— the 
wrong  ones  as  well  as  the  right 
ones— Westinghouse  engineers  think 
they  have  developed  a  device 
that  permits  a  computer  to  learn  by 
itself.  Intended  for  metal  rolling 
mills,  the  device  enables  a  com- 
puter to  measure  the  product  as  it 
comes  out  of  the  rolls  and  then  to 
adjust  the  mill's  controls  accord- 
ingly. Without  human  help.  ■ 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  a 
month  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  D  1  year  $9.50,  D  2 
years  $15,  D  3  years  $19.  Pan-Amer- 
ican and  foreign  orders,  please  add 
$4  a  year.  Payment  should  be  sent 
with  all  orders  from  outside  the  U.S.A. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name  (please  print) 


New  Address: 


City 


state 


Zip 


F-4826 
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READERS  SAY 


AfiC-Not  This  Year 

Sir:  In  answer  to  questions  by  your 
reporter,  Mr.  Leonard  H.  Goldenson, 
president  of  American  Broadcasting  Cos. 
and  Mr.  Simon  B.  Siegel,  went  into 
specific  detail  as  to  how  ABC  had  placed 
its  house  in  order  in  the  t\vo  years  fol- 
lowing the  aborted  .ABC-ITT  merger 
(Forbes,  Jan.  15).  They  outlined  a  se- 
ries of  executive  decisions  and  advances 
that  had  been  made,  which  included  a 
debenture  issue,  a  "pay-as-you-play"  ar- 
rangement for  our  motion  picture  inven- 
tory for  network  television,  our  move  in- 
to a  strong  second  position  in  daytime 
network  television,  our  No.  One  position 
in  sports  and  our  steadily  e.vpanding  rev- 
enues from  our  owned  radio  and  tele- 
vision stations  and  our  non-broadcast 
activities. 

None  of  these  contributing  factors  were 
mentioned  in  the  article.  Instead,  the 
story  tried  to  contend  that  the  entire 
recuperative  strength  of  our  company  was 
due  solely  to  the  television  network  and 
its  very  capable  president,  Elton  Rule, 
who  incidentally  reports  to  Mr.  Golden- 
son  and  Mr.  Siegel  and  has  to  get  their 
approval  for  whatever  major  actions  are 
taken.  I  am  at  a  loss  to  understand  what 
your  reporter  meant  when  he  talked 
about  our  entertainment  programs  being 
produced  "cheaply."  Actually,  our  1969- 
70  network  entertainment  schedule  is  the 
most  costly  that  ABC  has  ever  had. 

The  article  stated:  "Last  year's  nine- 
month  earnings  were  up  53%  to  $2.71  a 
share  and  Goldenson  is  predicting  full- 
year  earnings  of  $3.50  to  $3.75  a  share, 
up  from  $2.66  in  1968."  That  is  correct. 
But  the  sentence  continues:  "while  the 
best  guess  in  Wall  Street  is  that  ABC 
will  actually  earn  closer  to  $4.50  a  share." 
That  is  absolutely  false  and  completely 
misleading.  Some  Wall  Street  talk  has 
projected  that  $4.50  figure  of  their  own, 
but  for  1970  earnings.  By  using  it  in  con- 
nection with  our  1969  earnings,  the  re- 
porter has  put  Mr.  Goldenson  in  a  posi- 
tion, to  put  it  bluntly,  of  deceiving  our 
stockholders. 

—James  C.  Hagerty 

Vice  President, 

American  Broadcasting  Cos. 

New  York,  N.Y. 

We  goofed  on  earnings.  The  $4.50  pro- 
jection was  for  1970,  not  for  1969— Ed. 

Mac  vs.  Mc 

Sir:  Your  recent  story  on  Bristol- 
Myers  (Forbes,  Jan.  15)  was  an  inter- 
esting one.  I  have  one  quibble,  how- 
ever: You  spelled  the  board  chairman's 
name  incorrectly.  It  should  be  ( Gavin 
K. )  MacBain,  not  McBain. 

—Ed  Howard 
New  York,  N.Y. 

We  were  wrong,  but  we  were  at  least 
consistently  wrong.  Our  apologies  to  Mr. 
MacBain— Ed. 

(Continued  on  page  72) 


Rockwell  Report 

by  Clark  Daugherty,  President 

ROCKWELL  MANUFACTURING  COMPANY 


One  of  our  top  regional  sales  managers  was  promoted  last  week  —  to  assistant 
general  manager  of  a  manufacturing  plant. 

It  wasn't  really  such  a  dramatic  switch  as  it  might  seem  but  without  PIRS, 
his  success  in  marketing  might  have  made  us  forget  his  prior  experience  in 
production. 

PIRS,  or  Personnel  Inventory  Retrieval  System,  is  our  computerized  screening 
process  whereby  current  personnel  data  on  every  Rockwell  salaried  employee 
can  be  compared  with  specific  job  requirements.  It  helped  us  make  the  decisions 
which  promoted  67  of  our  people  to  management  positions  this  year. 

PIRS  is  one  outcome  of  a  "people  commitment"  made  two  years  ago  by  all 
the  top  managers  in  our  company.  But  we've  overhauled  more  than  just  our 
system  for  identification  of  employee  potential:  motivation,  as  affected  by 
individual  performance  appraisals,  compensation,  career  path  planning,  etc., 
has  gotten  a  close  look,  too.  And  major  emphasis  has  been  placed  on  expansion 
of  both  in-company  and  campus  education  for  personal  and  professional  devel- 
opment of  our  people. 

In  short,  fuller  use  of  our  human  resources  has  become  a  vital,  day-to-day 
philosophy  guiding  every  manager  in  our  company.  It's  got  to  be,  if  they're  to 
achieve  the  strategic,  long-range  goals  they've  set  for  our  growing  business. 


Immobile  homes.  Mobile  homes  aren't 
so  mobile  anymore.  At  least,  not  to 
the  millions  of  permanent  mobile 
home  park  residents  who  live  and 
think  like  traditional  home  owners. 
For  example,  they'd  rather  pay  for 
their  own  utilities  on  the  basis  of 
actual  use  instead  of  a  flat,  pro  rata 
share  of  the  entire  park's  consumption. 
So  we''ve  recently  introduced  two 
unique  Rockwell  meters forthe  mobile 
home:  a  gas  meter  that  handles  both 
natural  and  LP-gas,  and  a  water  meter 
with  an  insulated  housing  that  won't 
freeze  up  in  cold  weather.  They're 
easy  to  install,  easy  to  maintain.  And 
when  it's  time  to  pay  the  utility  bills, 
they're  both  very  accurate  things  to 
have  around  the  "house." 

Trucks  for  cars.  Our  LFM-Atchison 
Division  just  received  its  largest  rapid 
transit  order  in  history.  This  one  is  for 
San  Francisco's  new  rapid  transit 
system  and  involves  supplying  the 
truck  assemblies  for  250  cars.  Because 
of  the  system's  unique  requirements, 


we  originated  a  new  concept  in  sus- 
pension for  the  truck  assembly  and 
then  proved  it  out  during  two  years 
of  development  and  testing  at  the  Bay 
Area  Rapid  Transit  (BART)  test  track. 

Father  and  son  tools.  What  can  you 
buy  for  under  $500  these  days  that 
will  last  two  lifetimes?  You  might  con- 
sider our  new  home  workshop.  It's 
called  the  "Basic  Shop"  and  consists 
of  a  tilting  head  drill  press,  jointer  and 
table  saw.  With  these  three  Rockwell 
tools,  you  and  your  son  can  build 
anything  from  a  bird  house  to  a  new 
home  addition.  All  three  come  with 
the  maximum  safety  features  we've 
developed  as  the  largest  manufac- 
turer of  tools  for  vocational  education 
—  not  to  mention  industry.  At  less 
than  $500,  the  "Basic  Shop"  could  be 
the  best  investment  you  ever  made. 

Can  we  tell  you  more?  We'll  be  glad 
to  send  amplification  on  any  of  the 
above,  or  further  facts  on  Rockwell: 
just  write  Rockwell  Manufacturing 
Co.,  Dept.  41 7B,  Pittsburgh,  Pa.  15208. 


pi^  Rockwell 

MANUFACTURING  COMPANY 
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The  First  Tfeam 
in  New  England  Banking 

Reports: 

186th  Annual  Statement  of  Condition 

AS  OF  DECEMBER  31,  1969 


Assets 


Cash  and  Duo  from  Banks $1 ,000,068,300 


United  States  Governniont 
SocLirities   


State  and  Municipal  Securities 
Other  Securities 


Municipal  Trading  Account 


293,080,400 

247,779,800 

50,514,800 
$    591,375,000 

24,000,000 


150,034,800 
300,665,400 
966,279,100 

$3,249,119,700 

92,621,100 


Loans   $2,279,147,800 


Liabilities 

Deposits 

Demand  Deposits  $1 ,832,140,400 

Savings  Deposits 

Titne  Deposits  

Overseas  Office  Deposits 

Total  

I  unds  Borrowed       

r  odoral  Funds  Purchased  and 
Securities  Sold  under 
lepurchase  agreement 

Acceptances  Executed  less 
those  held  for  investment 

Accrued  and  Deferred  Taxes  .... 

Unearned  Income   

Accrued  Expenses  and 

Dividends  Payable 

Other  Liabilities  


262,648,800 

89,484,200 

7,631,900 

14,135,000 

60,133,200 
.  .  .    _        4,989,600 
Total  Liabilities     $3,780,763,500 


Reserve  for  Possible  Loan  Losses 


Federal  Funds  Sold 

Customers'  Liability 
for  Acceptances  . 


Banking  Premises  and  Equipment 
Other  Assets 


36,250,000 

88,349,600 

50,142,000 

103,821,100 


53,946,700 


TOTAL  ASSETS    $4,173,153,800 


Capital  Accounts 

Capital  Stock 80,000,000 

Surplus                  170,000,000 

Undivided  Profits 62,197,400 

Reserve  for  Contingencies _     26,246,200 

Total  Capital  Accounts      $    338.443.600 

TOTAL  LIABILITIES  AND 

CAPITAL  ACCOUNTS    $4,173,153,800 


The  First  National  Bank  of  Boston  /  Consolidated  Stalonioiil  ol  Condition  covering  all  Ottices,  Overseas  Branches 
and  w/holly-ovi^ned  Subsidiaries  /  combined  with  Old  Colony  Trust  Company. 


The  FIRST  NATIONAL  BANK  of  BOSTON 


Moinboi  ol  the  Federal  Deposit  Insurance  CoipoMlion. 


10 


FORBES.    FEBRUARY    1.    1< 


"With  ail  thy  getting  get  understanding' 


Fact  and  Comment 


AN  IDEA   WORTH   PONDERING 


If  the  money  noose  doesn't  soon  slow  inflation  suSicient- 
ly,  what  next  can  Nixon  do? 

Some  of  US  here  the  other  day  were  discussing  this 
with  the  headmen  of  a  rapidly  growing  company  with 
well  over  $300  million  a  year  in  sales. 

The  president  of  it,  a  broadgauge  clear  thinker,  said  he 
believed  there  was  one  relatively  simple  action  that  Presi- 
dent Nixon  could  take  which  would  do  more  to  stem  the 
wage-price  spiral  than  anything  else:  "If  the  President  were 
to  announce  today  that  our  military  forces  by  the  end  of 
the  year  were  going  to  be  reduced  from  something  over  3 
million  to  2  million,  we  would  certainly  see  the  econom- 
ic pause  we  need. 

"As  a  realistic  matter,  this  reduction  would  have  no  ef- 


fect on  our  military  security,  but  the  prospect  within  a 
few  months  of  more  than  1,000,000  young  men  of  varied 
training  and  skills  added  to  the  labor  force  would  certain- 
ly temper  excessive  wage  demands.  It  would  also  result  in 
a  good-sized  cut  in  federal  spending  and  thus  contribute 
to  a  balanced  budget  or  even  a  budget  surplus." 

It's  a  suggestion  well  worth  Presidential  pondering.  The 
fact  is  that  Mr.  Nixon  has  made  a  real  beginning  in  cut- 
ting down  on  our  vast  numbers  in  uniform.  If  he  could 
see  his  way  clear  to  announcing  such  a  dramatic  objec- 
tive—conditioned, of  course,  on  there  being  no  crisis  that 
would  rccjuire  a  change— the  effect  would  be  felt  im- 
mediately, even  though  the  implementation  might  take 
quite  a  number  of  months  longer. 


A  NAME  TO   REMEMBER 


With  all  the  diversification  and  conglomeration,  corpo- 
rate name  changes  have  been  too  numerous  to  remember, 
and  often  too  confusing  for  people  to  be  bothered  trying. 
A  few  more-alert  outfits  have  devised  name-change  cam- 
.  paigns  and  kept  at  them  long  enough  to  make  an  impress. 

But  what  a  shame  and  often  what  a  waste  of  old  name 
and  reputation  has  resulted:  Montgomery  Ward  and  Con- 
tainer Corp.  disappeared  into  Marcor  Inc.;   Rexall   Drug 

HOUSES?   COMING 

An  estimated  three  quarters  of  working  Americans  can- 
not afford  to  buy  or  build  a  house.  The  remaining  25%, 
who  cat)  aHord  them,  usually  have  'em. 

So  what  are  those  who  have  the  need  of  a  house  and 
not  the  means  doing?  Many  are  not  just  standing  by  and 
waiting  for  their  house  to  happen. 

They  are  increasingly  buying  available,  affordable  mo- 
bile homes.  Everywhere  parks  to  park  them  in  are  spring- 
ing up.  The  first  move  from  factory  to  site  of  the  mobile 


into  Darl  Industries;  United  Air  Lines  into  UAL  Inc. 

Wouldn't  it  be  wonderful— and  rememberable!— if  some 
companies  getting  together  just  strung  all  their  names  to- 
gether—like Paramount,  Consolidated  Cigar,  E.W.  Hliss, 
Gulf  &  Western. 

What's  the  best-known  name  in  the  brokerage  business? 

Right  you  are. 

And  it's  also  the  longest  name  in  the  business. 

DOWN  THE   STREET 

home  is  usually  the  last  move.  On-location  additions  are 
added  as  well  as  attractive  planting  and  imaginative  trim- 
mings. The  parks  provide  plumbing,  streets,  services  and 
other  amenities  and  necessities  of  community  life.  All  at  a 
nominal  monthly  rental. 

The  good  companies  providing  quality  mobile  homes 
in  quantity  are  not  only  providing  good  buys  for  home 
seekers. 

They  themselves  are  good  buys  for  investors. 
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iPfom  our  Mortal  Whimsy  File) 


John  Netherland  Heiskell,  famed  97-yeai-old  editor  of 
The  Arkansas  Gazette,  was  asked  to  what  he  attributed 
his  long  life:  "To  the  Lord's  oversight.  It  is  pleasing  to 
know  that  when  He  finally  realizes  His  error.  He  will 
not  be  able  to  correct  it  retroactively." 

A  somewhat  different  observation  was  made  by  Robert 
Kennedy  when  asked  if  the  death  of  two  brothers  and 
the  near  death  of  a  third  had  affected  his  religious  beliefs: 
"  'No,  they  do  not,'  he  replied.  And  then  he  added  with  a 
smile,  'Of  course,  we  do  occasionally  think  that  someone 
up  in  heaven  is  out  to  lunch  when  he  ought  to  be  at- 
tending to  business.'  " 

(From  the  Wall  Street  File) 


QUOTES' 

An  Eton  schoolboy  began  an  essay  on  poverty  as  fol- 
lows: "There  wds  such  a  terrible  poor  family— the  mother 
was  poor,  the  father  was  poor,  the  butler  was  poor  ..." 


Score  one  for  Sammai  Maurice  Stans.  Writes  Hugh  Sidey: 
"When  Secretary  of  State  William  Rogers  visited  Japan, 
he  was  told  by  Emperor  Hirohito  that  it  would  be  nice  to 
have  some  lunar  rocks  at  the  World's  Fair  next  summer. 
Rogers  replied:  'The  way  our  trade  balance  with  you  is 
going,  Your  Majesty,  I  think  we  should  sell  them  to  you.' 
Added  Commerce  Secretary  Maurice  Stans:  'At  cost.'  " 

(On  the  Beautiful  People) 

Paul  Newman's  wife,  Joanne  Woodward,  about  her 
top  box-office  husband:  "He's  44,  has  six  children  and 
snores.  How  can  he  be  a  teenage  sex  symbol?" 


Stanley  Haas,  manager  of  Jersey  Standard's  ice-breaking 
tanker  project  through  the  Northwest  Passage  to  Alaska,  on 
observing  the  never-ending  picture-snapping  by  all  hands 
en  route:  "I  don't  know  what  this  expedition  is  doing  for 
Standard  Oil  stock,  but  it  should  be  giving  Kodak's  stock 
a  real  lift." 

(From  MSF's  Foreign  File) 

Our  British  cousins,  commenting  on  The  Grand  Tour: 
"The  first  thing  an  Englishman  does  on  going  abroad 
is  to  find  fault  with  what  is  French,  because  it  is  not  Eng- 
lish. If  he  is  determined  to  continue  all  excellence  to  his 
own  country,   he  had  better  stay  at  home." 

Golda  Meier,  to  her  visitors  who  begin  their  comments 
with  deprecatory  observation:  "Don't  be  so  humble— you're 
not  that  great." 


Iran's  ex-Queen  Soraya,  interviewed  at  a  multimillion- 
dollar  Portuguese  ball  just  after  the  disastrous  Iranian 
earthquake:  "I'm  very  pained  over  what  happened  in  Iran. 
But  an  earthquake  can  happen  anywhere.  That's  no  rea- 
son for  me  not  to  go  to  a  ball." 

(From  the  Philosopher's  File) 

On  the  nefariousness  of  do-gooders,  this  observation 
by  Charles  Cooley:  "Too  long  we  were  taught  that  good 
will  was  the  same  as  goodness.  We  now  see  that  most  evil 
is  done  by  those  who  mean  well." 

(On  Advertising) 

Stan  Freberg's  ad  for  Sunsweet:  "Surveys  prove  the 
overwhelming  majority  of  people  prefer  Sunsweet  prunes 
to  World  War  III!" 


A  BOUNTY  FOR  A  BUMPER 


I'm  unNaderlike  enough  to  believe  that  it  isn't  by  de- 
liberate design,  but  rather  the  result  of  poor  design  that 
automobile  bumpers  have  long  since  ceased  to  serve  in 
any  way  their  original  function.  At  the  slightest  impact 
they  dent,  fold,  crackle,  snap  and  pass  right  on  to  the 
fender  and  the  grille  and  the  headlights  the  same  dent, 
fold,  crackle  or  snap.  As  for  the  bumper  of  one  car  ever 
"meeting"  the  bumper  of  another  make,  forget  it. 


With  the  cost  of  any  automobile  repair  astronomical, 
and,  as  a  result,  with  automobile  insurance  rates  going  into 
higher  orbit  every  year,  it's  high  time  that  automobile 
makers  started  making  bumpers  that  meet  other  bumpers; 
bumpers  that  get  back  to  serving  their  purpose. 

According  to  testimony  before  a  Senate  subcommittee 
holding  hearings  on  insurance  rates,  it's  estimated  that  $1 
billion  a  year  could  be  saved  by  better  bumpers. 


New  York's  Whitney  Museum  usually  has  some  eminent- 
ly worthwhile  exhibitions  but  its  annual  Contemporary 
Artists  Exhibition  gets  more  and  more  worthless.  This 
year  was  an  exception.  It  was  worse  than  usual. 

In  one  of  the  galleries  I  remarked  to  one  of  the  many 


WHITNEY'S   BUMMER 

uniformed  guards:  "I'll  bet  nobody  has  tried  to  steal  any- 
thing." Came  the  reply:  "Listen  buddy,  as  far  as  I'm  con- 
cerned, anybody  who  wants  this  stuff  can  have  it  all." 

Maybe  he  should  be  made  a  member  of  next  year's 
annual  selection  committee.  1H 

—Malcolm  S.  Forbes, 

Editor-in-Chief 
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We  have  made  our  mark. 

Our  new  mark  symbolizes  our  

unprecedented  growth— and  opens  a  new 
era  of  unlimited  horizons.  j 

WUI  is  the  dynamic  force  in  international        ~ 
communications.  ^ 

Creative,  innovative,  progressive— with 
impressive  firsts  like  the  first  world-wide 
computerized  Telex.  And  our  carrier-based 
Mobile  Earth  Station  (one  reason  Americans 
have  seen  all  the  moon  shot  splash-downs 
since  Apollo  7— live  and  in  color). 
For  all  your  international  communications, 
latch  on  to  our  mark— and  us. 

Communicate  with  WUI. 


Western  Unon  International 

26  Broadway 

New  York,  N.Y.  10004 


Freaking 

out 

categorically. 


To  business  formalists 

who  need  precise  labels  for  everything 

GSC  is  a  mind-stretch. 

We  are  a  holding  company 
but  not  a  traditional  one. 

We  are  one  of  the  largest 

highest  earning  developers 

of  environments  in  the  United  States. 

We  are  the  leading 

multi-entertainment  park 

operator  in  the  world. 

We  are  one  of  the  largest  full-range 
housing  producers  anywhere. 

We  run  the  largest 
planned  industrial  districts  extant. 

And  by  the  time 
some  headline  writer  invents 
a  word  for  what  we  do 
we'll  be  into  something  new. 


qsc 

QR€^t  southwest  CORPORdtlOn 


I 


MACCO  CORPORATION  Real  Estate  Development: 
Homes,  Apartments,  Mobile  Homes  and  Parks,  Modular  Housing,  Recreation,  Commercial-Industrial,  Land  Development,  Financing. 
SIX  FLAGS,  INC.  Thematic  Recreation  Parks:   Six  Flags  Over  Texas,  Six  Flags  Over  Georgia,  Six  Flags  Over  Mid-America. 

•    Arlington,  Texas  (817)  261-5311  •  Newport  Beach,  California  (714)  642-4910  cs-jm 
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The  Morning  After 

Most  of  the  stockholders  who  accepted  those  fancy 
tender  offers  now  have  reason  to  regret  their  haste. 


What  fun  it  was  while  it  lasted! 
By  making  tender  offers  above  the 
market,  conglomerators  and  others 
pulled  off  some  very  l)ig  mergers,  and 
the  stockholders  got  fancy  paper 
profits.  The  conglomerators  still  ha\e 
the  companies,  but  where  have  the 
profits  gone?  Often  they  have  gone 
down  the  drain.  Especially  so  where 
the  stockholders  looked  only  at  the 
numbers  and  not  at  the  quality  of  the 
company  that  was  making  the  offer. 
The  table  on  page  16  tells  the  story. 

Moreover,  those  who  swapped, 
Sharon  Steel  stock  for  NVF  paper, 
or  Armour  stock  for  General  Host  pa- 
per, hold  debentures  that  the  New 
York  Stock  E.xchange  refuses  to  list 
because  of  some  doubt  about  earnings 
being  available  over  the  long  run  to 
meet  interest  pavinents  on  the  de- 
bentures. Not  only  are  the  securities 
of  doubtful  quality,  they  are  of  doubt- 
ful liquidity  as  well. 

Did  none  of  the  tender  offers  work 
out  well  for  tendering  stockholders? 
Where  the  stockholders  got  cash  in- 
stead of  securities,  some  of  them 
worked  out  very  well  indeed.  Armour 
shareholders  who  took  Greyhound's 
$72  per  share  in  cash  are  the  envy 
of  those  who  still  hold  Armour  stock, 
now  $44,  or  those  who  took  General 
Host's  rival  offer  and  now  hold  Host 
paper  worth  about  $38.  The  Rocke- 
feller brothers,  approached  by  Inter- 
national Controls  a'oout  tendering 
their  shares  in  Electronic  Specialty, 
took  S39  a  share  in  cash,  but  those 
who  later  took  International  Controls 
paper  have  seen  their  holdings  shrink 
as  IC  stock  plunged.  Jones  &  Laugh- 
lin  holders  who  tendered  to  LTV  for 
cash  are  125%  better  off  than  those 
who  held  on  to  their  original  stock. 

Also  well  ahead  of  the  game  in 
many  cases  are  those  who  sold  their 
stock  in  the  market  instead  of  taking 
the  various  packages  of  securities 
offered   by    the    tendering    company. 
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A  Dollar  Is  a  Dollar  Is  a . . . 

Just  because  a  debenture  has  a  face  value  of  $T00  doesn't  mean 
you  can  sell  it  for  $100— or  anything  like  it.  Many  of  the  deben- 
tures offered  to  get  stockholders  to  tender  their  stockholdings  have 
turned  out  to  be  v/orth  a  good  deal  less  than  their  theoretical  value. 


Approx. 

Stated 

Recent 

date  of 

Value  of 

Market 

Company 

offer 

Debenture 

Price 

AMK  (51/2%  Conv  Sub  Deb  '93) 

1/69 

100 

72.5 

General  Host  (7o/o  Sub  Deb  '94) 

1/69 

100 

50.5 

Gulf  &  Western  (51/2%  Conv  Deb  '93) 

7/68 

100 

58.6 

Loew's  (6^8%  Sub  Deb  '93) 

9/68 

100 

72.5 

Lykes  (71/2%  Sub  Deb  '93) 

4/69 

100 

75.0 

NVF  (5%  Sub  Deb  '94) 

1/69 

100 

39.8 

National  General  (4%  Conv  Sub  Deb  '93) 

9/68 

100 

49.5 

Northwest  Industries  (71/2%  Sub  Deb  '94) 

4/69 

100 

72.0 

FORBES,    FEBRUARY    1,    1970 


15 


r 


Not-So-Tender  Tally 

What  happened  to  ihe  Chinese  paper  used  to  make  all  those  tender  offers? 
The  shareholders  who  sold  out  for  cash  and  ran  avoided  big  losses.  In 
contrast,    those    shareholders    who    accepted    securities    are    worse    off. 


■^ 


Tendering  Company 

Target  Company 


Actual 

Common 

or 

Recent 

Approximate 

Price 

Estimated 

Value 

Change 

Date  of 

2  Months 

Value  of 

of 

from 

Otter 

Before  Offer 

Otter 

Offer 

Offer 

Recent 
Price 


Cash  Offers 

Greyhound 

Armour 

6/69 

26y, 

571/8 

$  72.00 

$  72.00 

— 

17% 

44% 

International  Controls 

Electronic  Specialty 

9/68 

46% 

383/8 

39.00 

39.00 

— 

13% 

Ling-Temco-Vought 

Jones  &  Laughlin 

5/68 

48 

23>/2 

42.50 

42.50 

— 

27% 

18% 

Liquidonics  Industries 

UMC  Industries 

1/69 

66 

143/8 

30.00 

30.00 

— 

9% 

18% 

Teledyne 

United  Insurance** 

9/67 

49y, 

243/8 

35.00 

35.00 

— 

37% 

221/4 

Non-cash  Offers 

American  Standard 

Westinghouse  Air  Brake 

6/68 

33% 

39V4 

48.00 

46.83 

-2% 

35% 

AMK 

United  Fruit 

1/69 

46 

751/8 

77.72 

56.65 

-27 

29% 

47% 

Atlantic  Richfield 

Sinclair  Oil 

11/68 

1097, 

763/4 

152.10 

105.60 

-31 

88 

Control  Data 

Commercial  Credit 

8/68 

1653/, 

665/8 

69.41 

52.88 

-24 

117% 

General  Host 

Armour 

1/69 

393/8 

571/8 

67.50 

38.14 

-44 

14 

44% 

Gulf  &  Western 

Associates  Investment 

7/68 

47% 
28 

38.08 

26.38 

-31 

19% 

Hess  Oil* 

Amerada  Petroleum 

4/69 

56% 
1093/4 

97.08 

63.80 

-34 

29 

Illinois  Central 

Abex 

11/68 

46 

363/8 

48.87 

37.26 

-24 

29% 

Kidde,  Walter 

U.S.  Lines 

12/67 

seyg 

32% 

47.50 

44.88 

-6 

44% 

Leasco  Data  Processing 
Reliance  insurance 

8/68 

331/3 

553/4 

81.37 

63.50 

-22 

29 

34% 

Loews 

Lorillard  Corp. 

9/68 

271/4 

58% 

59.58 

63.20 

+  6 

39% 

Lykes  Corp.f 

Youngstown  Sheet  &  Tube 

4/69 

31% 
50% 

70.00 

52.50 

-25 

13% 

National  General 

Great  American  Holding 

9/68 

44% 

53% 

42.39 

34.75 

-18 

19 

North  American  Rockwell 

Miehle-Goss- Dexter 

5/69 

37% 

32% 

30.83 

20.59 

-33 

22% 

Northwest  Industries 

Goodrich,  B.F. 

4/69 

41 

59% 

62.49 

38.98 

-38 

13% 

33% 

NVF 

Sharon  Steel 

1/69 

26% 

473/4 

49.35 

41.71 

-15 

18% 

Singer 

General  Precision 

6/68 

69% 
40 

55.74 

54.11 

-3 

83% 

*Now  Ameroda  Hess.  tNow  Lykes  Youngstown.  " 
Note:  All  figures  odiusted  for  stock  splits  end  d 

•Now  Unicoa  Corp, 
vidends. 

J 
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The  reason  for  this  is  simple:  While 
the  offer  was  in  effect,  arbitrageurs— 
often  allied  with  the  company  doing 
the  takeover— bought  stock  in  the  tar- 
get company  to  take  advantage  of  the 
gap  between  market  price  and  the 
value  of  the  securities  offered  in  ex- 
change. Those  who  sold  often  got 
prices  in  cash  very  close  to  the  theo- 
retical value  of  the  exchange  offer. 

Also  in  good  shape  are  those  who 
got  quality-  securities  such  as  Singer, 
Control  Data  or  Atlantic  Richfield, 
rather  than  speculative  paper. 

How  about  the  companies  that  did 
the  taking  over?  A  few  of  them  are 
suffering  indigestion:  LT\^  is  having 
its  problems  with  J&L  Steel.  General 
Host  came  close  to  choking  to  death 
when  Greyhound  blocked  its  takeover 
of  Armour,  and  has  been  left  with  a 
huge  amount  of  debt  incurred  in  buy- 
ing into  a  company  which  it  could 
neither  consolidate  nor  control.  North- 
west Industries,  hardpressed  on  sev- 
eral fronts,  is  sitting  with  a  huge 
block  of  Goodrich,  acquired  at  fancy 
prices;  meanwhile  it  has  been  decisive- 
ly beaten  in  its  efforts  to  get  control 
of  Goodrich's  assets. 

But  in  other  cases,  the  takeover  has 
been  a  mighty  good  thing  for  the 
company  doing  the  taking  over.  Com- 
puter leaser  Leasco  captured  rich  Re- 
liance Insurance  and  now  has  gone 
out  of  leasing  new  computers.  AMK 
took  over  Morrell  and  United  Fruit, 
both  rich  in  assets.  Control  Data  won 
Commercial  Credit,  and  now  for  the 
first  time  has  the  financial  backing  to 
give  IBM  a  real  across-the-board 
fight.  Leon  Hess'  Hess  Oil  won  Am- 
erada and  now  overnight  heads  a 
strong,  integrated  oil  company. 

logic  Pays  Off 

Actually,  there  is  nothing  surpris- 
ing about  the  outcome  of  all  this. 
The  simple  truth  is  that  these  take- 
overs really  amount  to  little  more  than 
a  recapitalization  of  the  company 
taken  over;  usually  the  takeover  is  in- 
tended to  increase  the  leverage.  But 
leverage  isn't  much  use  unless  the 
takeover  really  results  in  a  stronger 
company.  Where  the  consolidation 
made  basic  business  sense,  as  in  Con- 
trol Data-Commercial  Credit  or  in 
Singer-General  Precision,  the  numbers 
should  work  out  quite  well  in  the  long 
run.  Where  the  approach  was  basic- 
ally financial— as  in  the  case  of  AMK- 
United  Fruit  or  NVF-Sharon  Steel— 
they  may  not. 

However  ghbly  they  talk,  financial 
wheeler-dealers  have  to  show  real 
profits  in  the  world  of  steel  and  ba- 
nanas, tires  and  cigarettes,  or  all  their 
packaging  and  repackaging  cannot 
long  show  results— at  least  not  for  the 
.  bulk  of  stockholders.   ■ 
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After  the  Altar 

General  Learning  hasn't  yet  been  all  GE 
and  Time  Inc.  hoped  for.  "But  we're 
smarter  now," says  the  company's  boss. 


What  a  lovely  couple  they  looked  at 
the  altar:  General  Electric  Co.  team- 
ing up  with  Time  Inc.  to  create  Gen- 
eral Learning  Corp.  The  happy  pair 
was  going  to  bring  the  education 
business  out  of  the  age  of  the  black- 
board and  the  textbook  and  into  the 
computer  age. 

But  romance  is  one  thing,  marriage 
and  raising  a  family  quite  another. 
General  Learning  isn't  talking  about 
how  many  millions  were  lost,  but  no- 
body's thinking  of  divorce.  General 
Learning's  original  president,  Richard 
Shetler,  has  gone  back  into  industry 
and  in  that  spot  is  John  D.  Backe,  37, 
who  came  up  through  General  Elec- 
tric and  fonneriy  headed  Silver  Bur- 
dett,  the  old-line  textbook  company 
that  Time  Inc.  contributed  to  Gen- 
eral Learning. 

Backe  is  settling  down  to  the  task 
of  bridging  the  gap  between  General 
Learning's  original  high  hopes  and 
the  hard  realities  of  education.  "Sure," 
he  says,  "some  of  the  original  ideas 
behind  the  marriage  of  GE  and  Time 
were  wrong."  Among  them  he  cites 
misjudgments  about  the  level  of  fed- 
eral funding,  about  the  economics  of 
hardware  innovation  and  alx)ut  the 
pace  (slow)  at  which  the  education 
market  changes.  With  errors  in  these 
three  basic  premises  there  was  no  way 
the  software-hardware  combo  of  Time 
and  GE  could  come  across. 

Says  Backe:  "We've  gotten  more 
realistic  now  about  what  you  can  and 
can't. do  in  the  education  market.  This 
year  we'll  be  comfortably  in  the  black. 
We've  established  four  divisions  that 
will  form  a  good  base  to  grow  from: 
Early  Learning,  Career  Programs,  Ed- 
ucational Services  and  Silver  Burdett." 

Backe  doesn't  claim  that  GL  will 
make  a  big  profit  in  1970— only  a  prof- 
it. Its  sales  probably  will  total  in  ex- 
cess of  $30  million— not  much  of  a  dent 
in  what  some  businessmen  like  to 
think  of  as  a  $50-binion  market.  But 
that  isn't  the  point  Backe  likes  to  dwell 
on.  What  is  important,  he  says,  is  that 
General  Learning  now  has  a  foothold 
in  a  business  that  simply  must  change 
if  the  cost  of  education  isn't  going  to 
swell  to  the  point  where  it  will  make 
the  defense  budget  look  like  peanuts. 
But  the  change  is  going  to  take  a  lot 
longer  than  the  people  who  have 
spent  milhons  to  get  into  the  educa- 
tion field  would  like. 

"Companies  grossly  overestimated 
the  sophistication  and  flexibility  of 
the  education  industry  in  adapting  to 


new  ideas.  It  just  wasn't  ready  for 
computers  and  teaching  machines," 
Backe  says.  "We  didn't  have  enough 
experts  who  understood  the  field,  and 
we  even  had  trouble  developing  a 
sales-distribution  force.  As  the  mar- 
ket develops  for  the  real  inno- 
vation of  hardware,  we'll  move  in. 
But  we're  still  ten  years  away  from 
that." 

Right  now  General  Learning  hopes 
to  capitalize  on  the  time  and  money 
already  being  expended  in  universi- 
ties for  research  in  education.  By 
working  as  a  partner  with  education 
in  developing  new  programs  instead 
of  funding  the  whole  job  themselves, 
Backe  estimates  General  Learning  can 
cut  its  development  costs  in  half. 
"We'll  still  be  in  innovative  areas, 
but  we'll  go  at  it  differently.  You 
can't  pour  funds  into  radically  new 
educational  ideas  and  get  your  mon- 
ey back  immediately.  We're  smarter 
now,"  he  says. 

Backe  warns  against  those  who 
promise  fast  results  from  teaching  ma- 
chines and  the  like,  aware  that  the 
woods  are  full  of  such  sharpies  these 
days.  "Industry  has  a  lot  to  contribute 
to  education,"  he  says.  "And  I  hope 
that  these  get-rich-quick  people  don't 
damage  that  image.  ■ 


General  Learning:  You  might 
call  H  on-fhe-job  training. 
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For  Sale:  A  Dream  Called  Viatron 

The  Price:  $40  million.  And  that's  only  a  down  payment. 


In  spite  of  tight  money  and  weak 
stock  markets,  the  supply  of  venture 
capital  for  new  companies  remains  at 
flood  tide.  A  healthy  thing  for  the  U.S. 
economy,  for  it  means  that  good  ideas 
and  good  men  can  get  financing  out- 
side of  existing  big  companies. 

Such  venture  capital,  some  of  it 
highly  sophisticated,  some  naive,  has 
spawned  a  host  of  new  companies.  A 
few  have  flourished,  many  have  floun- 
dered, but  perhaps  the  strangest  one 
is  two-year-old  Viatron  Computer 
Systems. 

When  Viatron  Computer  Systems 
went  public  last  March  at  $15  a  share, 
the  stock  soared  to  60  by  October, 
putting  a  market  value  of  $180  mil- 
lion on  the  dream.  All  the  company 
had  produced  by  then  was  red  ink. 
Yet  few  companies  ever  attracted  so 
much  capital— based,  by  the  compa- 
ny's own  admission,  on  so  little. 

The  stock  has  since  fallen  back 
(currently  it's  48),  as  operating  losses 
for  the  11  months  ended  Sept.  30, 
1969  mounted  to  $7.7  million  on  rev- 
enues of  a  mere  $618,476.  Now  Via- 
tron is  back  trying  to  sell  $25  million 
worth  of  64%  convertible  debentures 
—though  the  company's  revenues 
could  not  cover  half  the  interest  cost. 


Even  those  who  profess  faith  in  Via- 
tron admit  that  it  may  take  $100  mil- 
lion of  new  money,  three  times  that 
already  raised  publicly,  if  the  dream 
is  to  come  true. 

Viatron's  dream  is  a  spectacular 
one:  to  assemble  mass-produced  com- 
puter systems  at  such  a  low  cost  that 
almost  any  business  can  afford  one. 
The  components  will  be  manufac- 
tured by  other  companies.  Last  Oc- 
tober the  company  began  to  deliver 
the  terminal  (in  very  limited  quanti- 
ties that  it  will  not  reveal)  to  custom- 
ers like  banks  and  insurance  compa- 
nies, some  of  which  are  also  investors. 
The  terminal  is  small  enough  to  place 
on  a  desk,  and  rents  for  about  $40 
a  month.  To  complement  the  termi- 
nals, Viatron  hopes  to  develop  a  com- 
puter to  rent  for  $99  a  month,  and 
another  one  for  $199.  IBM's  smallest. 
System  3,  rents  for  $1,090  a  month. 

Unsofved  Problems 

How  can  Viatron  hope  to  under- 
sell IBM?  By  using  metal  oxide  semi- 
conductor (MOS)  circuits.  Its  prices 
are  based  upon  the  mass-production 
of  these  circuits.  Now  mass-produced 
MOS  circuits  could  make  possible 
smaller,  less  expensive  computer  sys- 


VlaUon's   "If"   Machine:  If 
ttiis,  if  thai  and  if  the  of/ier. 


tems.  One  might  then  well  ask:  So 
why  doesn't  IBM  use  them?  Accord- 
ing to  tiade  sources,  IBM  has  tried, 
but  hasn't  been  able  to  solve  all 
the  complex  problems  involved.  Nor 
has  Texas  Instruments  or  Fairchild 
Semiconductor. 

Everyone  dreams  of  buying  early 
into  another  Polaroid  or  Xerox  or  Tex- 
as Instruments.  But  from  the  start, 
Polaroid  and  Xerox  were  protected  by 
patents.  Viatron  has  no  patents  yet.  ■ 


Disaster  Area 

While  the  stock  market  has  been  declining  by  20%  or  so, 
the  average  defense  stock  is  off  a  sickening  50%— plus. 


"It's  a  disaster." 

Lawrence  Phillips,  a  securities 
analyst  for  Loeb  Rhodes  &  Co.,  was 
discussing  the  precipitous  decline  in 
defense  stocks.  And  he  was  not 
exaggerating  (see  table).  "Disaster"  is 
the  only  word  to  describe  what  has 
happened  to  Boeing  stock,  which  has 
fallen  75%  since  its  1967  high;  the 
average  decline  for  the  17  defense 
stocks  listed  here  is  a  walloping  51%. 
The  market  now  places  a  value  on 
Boeing  of  a  mere  $584  million,  about 
18  limes  earnings  and  a  fifth  of  sales. 
This  is  approximately  the  value  the 
market  places  on  Memorex,  although 
Boeing  is  56  times  the  size  of 
Memorex. 

"Disaster"  also  is  the  only  word  for 
Lockheed,  whose  stock  has  dropped 
74%.  The  defense  stocks,  in  fact,  ac- 
tually make  the  rest  of  the  stock 
market  look  good.  Since  its  1969  high 
of  968.85  on  May  14,  the  DJI  has 
fallen  bv  about  19%. 


Even  a  company  like  United  Air- 
craft—which has  a  solid  base  in  com- 
mercial as  well  as  defense  business- 
sold  last  month  at  a  discount  from 
book  value.  Lockheed  sold  at  a  far 
higher  discount.  So  did  Boeing. 

In  many  cases,  the  decline  is  easily 
understandable.  Lockheed,  for  ex- 
ample, had  nothing  but  trouble  last 
year.  On  the  other  hand,  Grumman 
Corp.  had  a  reasonably  good  year, 
with  earnings  up  and  the  receipt  of 
a  contract  to  build  the  Navy's  new 
F-14A  supersonic  fighter.  Yet,  Grum- 
man stock  plummeted,  too,  though 
not  as  much  as  Boeing. 

Bleak  Prospects 

By  and  large,  the  experts  agree  on 
the  reasons.  Says  analyst  Phillips: 
"The  problem  is  fundamentally  lack 
of  buying  support  from  major  insti- 
tutions—with one  exception,  which 
I'll  discuss  later. 

"We   hear   about   long-term   inves- 


tors—but I  haven't  seen  a  long-teiTn 
investor  around  in  two  years.  The 
institutions,  the  banks,  are  under  ex- 
actly the  same  pressures  as  the  go- 
go  funds.  They  want  results,  and 
they  want  them  fast. 

"You  can't  expect  quick  results 
from  the  defense  companies.  They've 
had  terrible  publicity  because  of  such 
fiascos  as  the  Cheyenne,  the  F-111, 
the  C-5A.  Congress  is  putting  the 
heat  on  them.  There  have  been  cut- 
backs in  defense  spending,  with  more 
to  come.  The  aiilines  are  having 
problems  and  they  may  not  be  able 
to  buy  as  many  new  planes  as  they 
expected  to.  And  most  of  the  defense 
companies  have  not  succeeded  in 
diversifying  much. 

"The  exception  I  mentioned?  Well, 
lately,  some  of  the  Midwest  institu- 
tions have  started  to  buy  Boeing. 
The  Midwest  institutions  are  the 
most  consei-vative  in  the  country, 
and  they  don't  expect  miracles,  but 
what  they  see  is,  first  of  all,  that  Boe- 
ing does  have  a  sizable  commercial 
business  and  that  second,  the  one 
major  military  program  is  the  manned 
bomber." 

Do    analysts    think   defense   stocks 
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It  has  applied  for  some,  but  the  com- 
pany admits  that,  even  if  granted,  they 
will  not  shield  it  from  competition. 
The  big  semiconductor  companies— TI, 
Fairchild,  General  Instrument— are  al- 
ready in  with  both  feet. 

Before  \'iatron  made  its  first  stock 
offering.  Shields  &  Co.,  representing 
the  underwriters,  retained  two  inde- 
pendent consultants  to  study  the  com- 
pany's prospects.  According  to  a 
statement  released  by  \'iatron:  "One 
or  both  of  such  firms  expressed  res- 
ervations about  the  ability  of  the 
company  to  penetrate  significantly 
what  the  company  believes  to  be  the 
market  for  its  devices,  the  ability  of 
the  company  to  meet  then-planned 
production  and  delivery  schedules  and 
the  practicability  of  the  company's  an- 
nounced plans  to  offer  replacements 
...  in  lieu  of  maintenance  aiitl  serv- 
ice for  leased  devices." 

Figuring  the  Odds 

Says  an  expert  on  the  business- 
machines  industry :  "Look  at  the  odds 
against  this  outfit.  Who  knows  if  they 
can  mass-produce  these  systems?  Who 
knows  if  there's  a  market  big  enough 
so  they  can  mass-produce  them  at  the 
prices  they're  (juoting? 

"And  suppose  it's  a  sound  idea. 
What's  to  prevent  IBM  and  half  a 
dozen  other  companies  from  moving 
in  and  walking  all  over  them? " 

Shields  &  Co.  heads  a  list  of  scores 


of  the  nation's  most  prestigious  finan- 
cial institutions,  including  New  York's 
First  National  City,  and  the  Bank 
of  America,  that  have  either  put  mon- 
ey into  X'iatron  or  promised  to.  Why? 
Basically,  for  two  reasons.  First, 
they're  so  loaded  with  performance- 
minded  money  they  can  afford  to  bet 
on  a  long  shot.  Second,  they  didn't 
have  to  put  up  nearly  as  much  as 
the  ordinary  investor  who  bought  in- 
to \'iatron  on  the  open  market.  They 
could  get  a  piece  of  the  dream  at 
cut-rate.  This  is  how: 

\'iatron  was  founded  by  a  group 
of  men,  most  of  whom  were  scientists 
and  technicians.  The  president  and 
chairman,  Edward  M.  Bennett,  now 
44,  for  ten  years  worked  witli  Mitre 
Corp.,  a  not-for-profit  systems  engi- 
neering organization.  He  was  head  of 
the  Infomiation  Sciences  Department. 

Who  Gof  What? 

The  founders  went  to  Wall  Street, 
to  Dean  Witter  among  others.  These 
founders  agreed  to  put  up  seed  mon- 
ey. In  return,  they  received  founders' 
shares  ranging  in  price  from  50  cents 
to  S3. 50  a  share. 

After  that,  V'iatron  issued  letter 
stock  to  private  investors  at  prices 
from  50  cents  to  $7  a  share.  Shields 
&  Co.  took  on  the  job  of  selling  stock 
to  institutions.  For  this  it  was  paid 
cheap  stock,  40,000  shares  at  $7  a 
share    and    became    the    underwriter. 


Shields  got  selling  help  from  Herz- 
feld  &  Stern,  which  also  received 
some  stock  for  their  efforts. 

Banks,  insurance  companies,  mu- 
tual funds  and  special  funds  like  Die- 
bold  Technology  bought  2.1  million 
shares  of  stock  at  prices  of  50  cents 
to  $7.  This  brought  in  $4.2  million, 
enough  to  keep  Viatron  afloat  for  a 
few  months.  So  Viatron  went  public 
—at  $15  a  .share. 

When  it  went  public,  the  officers 
and  directors  of  the  company  owned 
15%  [now  11%]  of  the  3  million 
shares,  which  they  got  for  50  cents 
to  $3.50  a  share.  The  institutions 
that  bought  the  Viatron  stock  got  59% 
ol  the  company  for  an  average  price 
of  $2  a  share.  At  $15,  the  public  got 
26%  of  the  company  for  putting  up 
74%  of  the  money. 

For  all  (he  warnings  in  Viatron's 
prospectuses,  the  public  obviously  has 
been  less  impressed  by  the  fine  print 
than  by  the  qtiality  of  the  names 
among  the  company's  early  backers. 
But  if  Viatron  flops,  the  Big  Names 
will  lose  peanuts,  the  public  millions. 

If  Viatron  succeeds,  there  will  be 
dozens  of  future  hopefuls  billing  them- 
selves as  "another  Viatron."  If  it 
flops?  Well,  there  still  will  be  Xerox 
and  Polaroid.  Rarely  before  in  history 
have  dreams,  sheer  dreams,  been  as 
marketable  as  they  are  today.  A  good 
thing  in  a  way,  but  don't  forget  to  read 
the  fine  print.  ■ 


are  bargains  at  these  depressed  lev- 
els? Phillips  believes  defense  stocks 
will  come  back,  but  he  won't  pre- 
dict when.  He  says:  "Some  day,  a 
U.S.  plane  will  get  into  a  scrap  with 
a  MIG-23.  Maybe  it  will  be  a 
plane  flown  by  one  of  our  allies.  Con- 
gress will  discover  that  the  MIC-23 
is  better  than  anything  we  have  and 
the  whole  atmosphere  in  Congress 
will  change. "' 

"They're  a  Speculation" 

Rol)ert  Rouault,  specialist  on  aero- 
space c-ompanies  at  H.C.  Wainwright 
Co.,  agrees  that  defense  stocks  will 
come  back— someday.  "They  will 
come  back  because  we've  always  had 
wars  and  preparations  for  wars;  the 
defense  business  will  always  be 
around.  However,  I  don't  expect  any 
fiuick  comeback.  The  prospect  is  for 
more  cuts  in  defense  spending.  When 
I  say  the  defense  business  will  always 
be  around,  it  may  be  around  with 
half  the  business  it  has  now." 

In  short,  it's  hard  to  find  a  friend 
for  the  industry  in  Wall  Street  these 
days.  Either  prices  will  go  down 
even  further  ("There  were  times,  you 
know,"  says  Rouault,  "when   defense 


stocks  were  selling  at  only  five  or 
six  times  earnings.  This  could  happen 
again.  I'm  not  saying  it  will,  but  it 
could."  Or  else  it's  possible  that  with 


everyone  down  on  defense  there's 
nobody  left  to  sell,  and  the  stocks 
may  be  getting  close  to  a  buying 
level.  Onlv  time  will  tell.  ■ 
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erospace  Stocks 

stock  Price 

Latest 

Price/ 

67-69 

Amount 

Earnings 

Indicated 

800k 

High 

Recent 

Decline 

Earnings 

Ratio 

Dividend 

Value 

Beech  Aircraft 

46'/, 

18 

61% 

$0.43 

42 

$0.75 

$12.31 

Bendix 

57y2 

32 

44 

3.71 

9 

1.60 

30.14 

Boeing 

112ya 

281/4 

75 

1.38 

20 

1.20 

40.59 

Cessna  Aircraft 

31% 

211/2 

31 

2.14 

10 

0.80 

11.15 

Collins  Radio 

114^8 

31 

73 

2.50 

12 

0.80 

39.80 

Curtiss-Wright 

29% 

171/, 

42 

1.48 

12 

1.00 

19.40 

Fairchild  Hiller 

29% 

121/4 

59 

1.35 

9 

0.15 

6.84 

General  Dynamics 

79 

26 

67 

1.10 

24 

1.00 

31.94 

Grumman 

48V« 

24% 

49 

3.10 

8 

1.00 

20.71 

Lockheed  Aircraft 

73% 

19i/« 

74 

2.86 

7 

1.20 

32.94 

McDonnell  Douglas 

59% 

251/2 

57 

4.75 

5 

0.40 

16.83 

Norris  Industries 

331/2 

181/8 

46 

3.26 

6 

0.80 

15.06 

North  Amer.  Rockwell 

44'/8 

21 

53 

2.20 

10 

2.00 

22.64 

Northrop 

53% 

333/, 

37 

3.91 

9 

1.00 

26.60 

Raytheon 

581/2 

30% 

48 

2.30 

13 

0.60 

15.12 

Rohr  Corp 

39 

251/2 

35 

2.74 

9 

0.80 

16.32 

United  Aircraft 

lllVa 

35% 

68 

4.67 

8 

1.80 

42.91 
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Diamonds:  The  Grit  befiind  ttie  Glitter 


Chemically  it's  just  a  piece  of  carbon.  Physically  it's  very  small.  Yet  to 
women  and  other  capitalists,  the  diamond  is  a  mighty  symbol.  Per- 
haps that  is  why  the  diamond  business  is  one  of  the  world's  strangest. 


Stand  in  the  uain  for  an  hour?  Line 
up  shivering  in  the  cold?  That's  what 
peace  marchers,  pickets  and  pro  foot- 
ball fans  do.  Hut  to  rush  out  in  such 
weather  to  see  a  lump  of  carbon  only 
1)2  inches  long,  an  inch  wide  and 
I '2  inches  deep?  That  seems  a  bit 
much. 

Yet,  it's  just  what  thousands  of 
New  Yorkers  did  last  October  when 
they  stood  in  line  on  I'ifth  Avenue 
from  52nd  Street  down  a  full  block. 

The  lump  of  carbon  was  a  press 
agent's  drcam-come-true:  a  flawless 
69.42-carat  diamond,  displayed  be- 
hind a  bullet-proof  glass  and  sur- 
rounded by  uniformed  guards  in  the 
main  gallery  of  Cartier's.  Its  purchaser 
was  none  other  than  Richard  Burton, 
who  bought  it  from  Cartier  for  You- 
Know-Who.  The  $1.05  million  Cartier 
paid  to  get  it  was  the  highest  ever  bid 
for  a  single  gem  stone  auctioned  off 
anywhere.  Mow  much  Burton  had  to 
pay  Cartier  is  a  secret.  Certainly  $1.05 
million  was  a  stiff  price,  because  the 
very  same  diamond  changed  hands 
the  year  before  for  half  as  much. 

The  authority  for  this  fact  is  Harry 
Winston,  dean  of  the  diamond  mer- 
chants. That  was  what  he  got  for  the 
same  stone  when  his  firm  cut  and  sold 
it  to  Mrs.  Harriet  Aimenberg  Ames, 
sister  of  Walter  Annenberg,  now  U.S. 
Ambassador  to  Britain.  She  is  the  one 
who  sold  it  to  Cartier.  She  is  reported 
to  have  sold  it  because  she  and  her 
husband  felt  that  insurance  on  it  was 
prohibitive,  $30,000  a  year  or  $1,500 
for  each  wearing  of  20  times  a  year. 

But  then,  of  course,  the  Burtons 
got  a  good  $1  million  worth  of  free 
publicity  out  of  the  purchase— and 
pul)licity  is  to  performers  what  capi- 
tal is  to  businessmen.  "It's  incredible 
what  the  Burtons  paid  for  it,"  says 
Winston,  a  short,  round  man  who  has 
been  in  the  diamond  business  60  of 
his  74  years  and  still  fjecomes  emo- 
tional about  the  fine  gems  he  handles. 
"The  cost  of  diamonds  today  some- 
times frightens  me.  It  is  one  of  the 
reasons  I  don't  sleep  well  at  night. 
But  that  is  the  diamond  business." 

It  certainly  has  been  the  diamond 
business  in  recent  times  (sec  chart, 
p.  21).  The  price  of  the  finest  dia- 
monds has  more  than  doubled  in  the 
past  ten  years.  A  decade  ago,  a  top- 
quality  three-carat  stone  sold  for 
$5,250  wholesale  (about  $10,000  re- 
tail).  Today   the   same   stone   would 
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-ell  for  about  812,000  wholesale 
r  (825,000  retail).  Smaller  diamonds- 
melee,  as  stones  of  one  carat  or  less 
are  called— ha\e  not  done  quite  as 
/veil,  but  even  their  prices  have  dou- 
bled since  1960.  Ten  years  ago  the 
average  engagement  ring  had  a  small, 
one-quarter-carat  diamond.  II  tlie 
stone  was  top  quality  with  a  simple 
setting,  the  retail  price  was  around 
8200.  Toda\  the  same  ring  sells  at 
close  to  8400— about  what  a  good 
half-carat  .stone  cost  ten  years  ago. 
B\  conservative  estimate,  the  total  an- 
nual world  production  of  new  gem- 
cjuality  stones  now  is  worth  at  least 
81  billion  at  retail.  This  does  not  in- 
clude the  untold  millions  of  dollars  of 
existing  diamonds  traded  back  and 
forth  each  year,  or  even  the  estimated 
8-50  million  or  more  in  rough  dia- 
monds annually  smu^igled  out  of 
South  Africa. 

Ever-Increasing  Demand 

The  rise  in  Iwth  wholesale  and 
retail  prices  is  a  classic  instance  of 
the  law  of  supply  and  demand.  Most 
young  engaged  couples  no  longer  go 
for  the  smaller  stull.  "The  one-cjuar- 
ter-carat  stone  is  out  of  style,"  says 
Henry  B.  Piatt,  vice  president  for  dia- 
mond jewelry  at  Tiffany's.  "Today's 
%oung  people  have  more  mone\ .  They 
want  at  least  half  a  carat  or  better." 

So  do  young  people  in  the  rest  ol 
the  world.  Until  four  or  five  years  ago. 
the  U.S.  accoimted  for  about  75%  of 
diamond  g?ms,  rough  or  cut,  pur- 
chased fr(;m  the  world's  supply.  To- 
day, dealers  in  the  U.S.  have  to  hustle 
to  get  60^.  One  of  the  reasons  is  that 
the  engagement  ring,  once  strictly  an 
-American  custom,  has  become  dc 
rigiictir  in  Japan  and  Europe.  The 
Europeans  and  Japanese  also  are  will- 
ing to  pay  higher  prices  than  Ameri- 
cans for  the  polished  gems. 

The  search  for  hedges  against  in- 
flation and  against  devaluations  of 
currencies  also  has  dri\en  up  the  de- 
mand. In  1968  diamond  price-s  rose 
.  sharply;  that  year,  there  was  some 
type  of  currency  devaluation  in  al- 
most a  dozen  countries. 

Diamonds,  of  course,  have  long 
been  the  security  blanket  of  the 
world's  political  refugees.  Many  Eu- 
ropeans owe  their  lives  as  well  as 
their  fortxmes  to  diamonds.  "A  man 
can  always  withstand  emergency  if 
he  owns  diamonds,"  one  of  tlie  Roth- 
schilds remarked.  He  spoke  from  ex- 
perience. Many  a  Jewish  refugee  dis- 
possessed by  the  Nazis  got  a  new 
start  in  the  Free  World  with  the  dia- 
monds he  smuggled  or  bribed  through 
Nazi  Germany's  frontiers.  So,  more 
recentK,  did  many  a  once-prosperous 
Cuban  whose  properties  and  other 
personal  possessions  fell  to  Castro. 


The  portability  of  diamonds  makes 
them  a  tax-dodger's  dream.  "Say  you 
are  in  a  controlled  sterling  area  like 
Great  Hr  .lin,"  .says  Franz  Pick,  pub- 
lisher of  fick's  Currency  Yearbook, 
the  money  changers'  bible.  "You  can 
convert  cash  into  $2.5  million  worth  of 
good  stones,  fitting  comfortably  into  a 
cigarette  package,  take  them  out  and 
slip  them  in  a  Swiss  bank  to  avoid 
taxes.  They  sit  there  and  appreciate." 
Such  smugghng  is  not  that  simple, 
of  course,  but  it  is  not  the  only  way 
to  beat  taxes  with  diamonds.  For  ex- 
ample, says  Pick,  "It  is  entirely  legal 
for  Americans  to  buy  and  store  dia- 
monds in  a  safe-deposit  box  in  a  for- 


monds  will  continue  to  exceed  the 
supply,  keeping  the  price  up.  So  far, 
this  has  been  a  certainty,  and  for 
many  reasons. 

Diamonds  are  not  as  rare  as  rubies 
or  emeralds,  but  they're  rare  enough. 
In  fact.  Dr.  George  Switzer,  chairman 
of  the  Department  of  Mineral  Sci- 
ences at  the  Smithsonian  Institution, 
thinks  the  world  could  run  out  of 
good  diamonds  in  the  foreseeable  fu- 
ture, maybe  in  50  years  if  producers 
are  not  careful. 

What  is  more,  only  one  rough  dia- 
mond large  enough  to  produce  a  fin- 
ished one-carat  stone  of  gem  quality 
is   foimd  for  every  250  tons  of  dia- 


-225-- 


-200-- 


T 


T 


T 


T 


UP,  UP  AND  AWAY-FOR  THE  DEALER 

Since  ttie  mid-Sixties  top-quality  diamonds  have  handily  out- 
performed the  DJI.  Typical  is  the  trend  in  the  average  whole- 
sale price  of  a  very  good  three-carat  stone  (below).  All  indexes 
have  been  revised  on  the  basis  of  1960  equaling  100. 
I  I  I  I  I 

^0r^  FINEST  QUALITY  DIAMOND 

IDOW-JONES  INDUSTRIAL  AVERAGE   _ 
I  COST  OF  LIVING  INDEX 
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eign  country  which  imposes  no  gov- 
ernment control  on  imports." 

Avoiding  Death  Taxes 

A  bit  more  risky,  but  also  a  favorite 
of  tax  dodgers,  is  to  pass  diamonds 
from  one  generation  to  the  next  with- 
out paying  inheritance  taxes.  Of 
course,  if  you  inherit  diamonds  in  the 
U.S.  or  if  you  sell  them  at  a  profit, 
you  are  supposed  to  pay  taxes  on 
them.  But  how  can  authorities  catch 
a  father  literally  handing  over  those 
tiny  gems  to  his  son? 

What  everybody  counts  on,  of 
course,  is  that  the  demand  for  dia- 


mond-bearing material  processed.  The 
ratio  of  gems  to  rocks  and  earth  is 
much  smaller  for  diamonds  of  larger 
sizes.  That  is  why  the  prices  of  dia- 
monds do  not  go  up  arithmetically  by 
size,  but  geometrically.  For  example, 
a  top-quality  one-carat  diamond  may 
wholesale  for  $1,500  while  a  two-car- 
at of  comparable  quality  is  $2,500  per 
carat  and  a  three-carat  is  $3,700  a 
carat.  That  is  why,  quality  being 
equal,  a  one-carat  diamond  is  worth 
more  than  two  diamonds  weighing 
one-half  carat  each. 

World   production   of   gem-quality 
stones  in  the  past  15  years  has  more 
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than  doubled  to  about  two  tons  a 
year,  but  of  these,  only  a  fraction  can 
be  considered  top  quality.  For  there 
are  diamonds  and  there  are  diamonds. 
Altogether,  in  fact,  the  polished  gems 
in  jewelry  stores  are  cut  from  more 
than  2,000  classifications  of  rough. 
Their  individual  quality,  in  turn,  varies 
according  to  "the  four  Cs,"  as  they 
are  known  in  the  trade:  Carat,  Color, 
Clarity  and  Cut.  "There  are  as  many 
as  200  shades  of  white  diamond, 
which  makes  color  grading  difficult, 
indeed,"  says  Denver  jeweler  and  dia- 
mond expert  Victor  Agenzio. 

This  explains  why  one  one-carat 
diamond  may  be  worth  $1,000  and 
another  three  times  as  much. 

Considering  all  this,  are  diamonds 
a  good  investment?  Only  for  the  very 
long  run  (see  box,  p  29).  Between 
the  mining  of  a  diamond  and  its  slip- 
ping on  someone's  finger  as  a  ring 
stands  a  formidable— although  entire- 
ly informal— chain  of  middleman  after 
middleman  after  middleman. 

Deliberate  Scarcity 

Though  worldwide,  the  diamond 
business  is  less  an  industry  than  a 
small  community  or  family  of  busi- 
nessmen, clannish  and  close-mouthed. 
It  operates  almost  as  a  separate  gov- 
ernment with  its  code  of  conduct,  an 
intelligence  system  rivaling  the  CIA 
and  a  system  for  arbitrating  disputes 
without  going  to  an  outside  court.  It 
is  something  out  of  the  guild  system 
of  medieval  times. 

The  head  and  heart  of  this  commu- 
nity is  De  Beers  Consolidated  Mines, 
Ltd.,  of  Kimberley,  South  Africa, 
whose  chairman  is  Harry  Oppen- 
heimer,  whose  directors  include  two 
Rothschilds  and  whose  net  return  on 
sales  of  some  $600  million  a  year  is 
about  20%  (see  box,  p.  32).  De  Beers 
mines  most  of  the  gem  diamonds  in 
South  Africa  and  South  West  Africa, 
the  leading  diamond-producing  areas, 
accounting  for  40%  of  the  world's  sup- 
ply. Through  its  Central  Selling  Or- 
ganization in  London  De  Beers  markets 
not  only  its  own  diamonds,  but  almost 
all  the  rough  stones  produced  any- 
where else,  85%  of  the  world's  supply. 

Even  the  Russians  are  a  silent  part- 
ner, though  they  fomnally  broke  off 
sales  to  De  Beers  seven  years  ago  in  a 
big,  public  denunciation  of  South  Af- 
rica's apartheid  policies.  "Nobody  on 
either  side  likes  to  talk  about  it,"  says 
a  leading  U.S.  diamond  importer.  "But 
the  Russians  still  sell  most  of  their 
rough  diamonds  through  De  Beers 
through  an  intermediary  in  London." 
The  Russians  go  along  with  this  cap- 
italistic enterprise  as  Sierra  Leone, 
Ghana  and  the  other  diamond-pro- 
ducing nations  do  because  nobody 
in  the  business  really  wants  competi- 


tive selling  of  rough  diamonds.  They 
may  not  like  the  tough  way  De  Beers' 
syndicate  does  business,  but  most 
agree  with  Harry  Oppenheimer  that 
wide  fluctuations  in  prices  "would  be 
destructive  of  public  confidence  in  a 
pure  luxury  such  as  gem  diamonds." 
With  its  enormous  cash  reserves, 
De  Beers  is  able  to  buy  up  practically 
all  the  rough  stones  mined.  If  de- 
mand falls  below  the  level  of  supply, 
the  Central  Selling  Organization  sim- 
ply puts  the  surplus  in  inventory  un- 


Tortured  History - 


The  199.8-carat  Orloff  in  Mos- 
cow's Kremlin  Museum  is  not  the 
biggest  diamond  in  the  world. 
That  honor  belongs  to  the 
530.2-carat  CuUinan  I,  now  part 
of  the  British  Crown  Jewels.  But 
the  Orloff's  tortured  history  re- 
flects the  sagas  of  violence  as- 
sociated with  most  of  the  world's 
famous  stones.  According  to  one 
version,  in  about  1750  rumors 
spread  from  southern  India  that 
a  statue  of  the  Hindu  god  Sri- 
Ranga  in  a  temple  in  Sirangem 
had  two  huge  diamonds  for 
eyes.  A  French  grenadier,  who 
deserted  during  the  Carnatic 
wars  in  India,  professed  to  em- 
brace the  Hindu  faith  and  even- 
tually was  made  guardian  of  rhe 
idol.  The  deserter  ultimately 
pried  one  of  the  diamonds  loose. 
He  sold  the  stone  for  $10,000 
to  a  sea  captain  who  drugged 
and  dropped  him  overboard. 
The  skipper  sold  the  diamond  in 
London  to  a  Persian  merchant 
who  took  it  to  Amsterdam.  It 
was  there,  in  1775,  that  the 
Russian  nobleman.  Count  Greg- 
ory Orloff,  bought  the  gem  and 
presented  it  to  Empress  Cath- 
erine II,  in  an  attempt  to  regain 
his  place  as  her  favorite.  She 
took  the  gift  but  refused  to  re- 
instate him.  Empress  Catherine 
never  wore  the  Orloff  diamond, 
however.  Instead,  she  had  it 
mounted  at  the  top  of  the  Im- 
perial Scepter,  its  setting  today. 


til  such  time  as  the  demand  increases. 
"The  stocks  are  then  released  at  a 
rate  within  the  capacity  of  the  mafket 
to  absorb  them,"  says  Lionel  Burke,  a 
De  Beers  official  in  London.  "In  this 
way  short-term  fluctuations  are  ironed 
out  and  diamond  prices  are  kept  at 
stable  levels." 

Controlled  Sales 

The  method  for  carrying  out  this 
•  policy  is  as  unique  as  the  policy  itself. 
Each  year  the  Central  SeUing  Organi- 
zation conducts  ten  sales.  These  take 
place  in  its  modern  nine-story  office 
near  Hatton  Garden,  London's  an- 
cient diamond  district  near  St.  Paul's 
Cathedral.  No  corporate  name  appears 
on  the  CSO's  bronze  doors,  only  the 
address,  2  Charterhouse  Street. 

But  don't  try  to  pass  the  smartly 
liveried  guards  at  the  doorway.  You 
have  to  be  invited.  The  invitations, 
cabled  about  two  weeks  in  advance, 
are  from  a  carefully  selected  list  of 
some  300  prominent  diamond  dealers 
and  wholesalers  from  the  main  dia- 
mond centers  around  the  world.  The 
Central  Selling  Organization's  volume 
has  trebled- to  $600  million— since 
1960,  but  roughly  the  same  number 
of  buyers  are  invited. 

Each  buyer  is  asked  in  advance 
about  how  many  and  what  kind  of 
rough  diamonds  he  might  be  inter- 
ested in  buying.  The  Central  Selling 
Organization  then  makes  up  a  special 
package  for  each  dealer,  deciding 
what  it  wants  to  offer  him  at  a  par- 
ticular sale. 

A  price  tag  goes  on  each  of  the 
packages,  depending  on  the  color, 
clarity,  size  and  cutability  of  the 
stones  inside.  A  small  dealer  may  get 
a  package  priced  as  low  as  $25,000. 
A  big  operator  like  Winston  has  been 
known  to  pay  as  much  as  $9  million 
for  his  package.  What  goes  inside 
each  one  depends  on  the  Central  Sell- 
ing Organization's  estimate  of  what  wifl 
sell  in  different  parts  of  the  world. 
The  estimates  are  uncannily  accurate. 
Some  diamond  importers  swear  up 
and  down  that  the  CSO  has  paid 
agents  or  spies  in  all  the  big  diamond 
centers.  "They  get  paid  with  better 
packages,"  says  one. 

Since  1963  the  Central  Selling  Or- 
ganization has  raised  the  price  of 
rough  stones  by  33%.  "But  it  does  not 
have  to  make  a  formal  increase  in 
prices,"  says  one  buyer.  "All  De  Beers 
has  to  do  is  change  the  number  and 
lower  the  quality  of  stones  in  a  pack- 
age and  keep  the  price  the  same." 

Those  who  come  to  the  London 
sales  get  several  hours  to  study  the 
stones  in  their  allotment,  staring  at 
them  through  a  loupe,  as  the  jeweler's 
magnifying  glass  is  called.  That  is  why 
(Continued  on  Page  29) 
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Before  the  grumbling  becomes  a  revolt. 

Apee4  BoIl-0-Madc  Ccwymater 

Have  a  peaceful  demonstration  in  your  office 


OffiCEs 


"Roll"  with  the  times  !  The  age  of  UNINHIBITED  copymaking  has  arrived 
with  the  new  1970  Apeco  Roll-O-Matic.  By  using  copy  paper  on  a  roll, 
you've  got  a  whole  new  kind  of  freedom  of  action.  Copy  the  length  of  the 
original.  Zing  out  perfect  long,  short,  single  or  multiple  copies  without  chang 
ing  paper.  Copy  it  LIKE  IT  IS,  automatically  — 140%  faster 
than  ever  before.  Since   the  first  Roll-O-Matic   made  the 
scene  last  year,  it  has  met  every  demand  for  revolutionary 
speed,  fool-proof  efficiency  and  matchless  economy.  Now, 
put  down  your  old  copymaker  and  turn  on  a  new  1970  Apeco 
Roll-O-Matic  in  your  office.  Let  us  take  our  leader  to  you. 
FREE  GIFT  to  business  and  professional  people 
Put  yourself  in  the  picture  and  get  a  se.t  of  beautiful  simu- 
lated leather  Picture  Frame  Bookends— FREE,  just  for  send- 
ing for  the  Apeco  Roll-O-Matic  Brochure.  Mail  the   reply 
card  today. 


AMERICAN  PHOTOCOPY  EQUIPMENT  COMPANY/2100  DEMPSTER  STREET.  EVANSTON,  ILLINOIS  60204 


Wfe  cant  control  Angelas  arrival  time, but... 


we  can  control  the  smoothness  of  her  flight. 

For  Abex  hydraulic  equipment  gives  the  pilot  the 
muscle  to  gently  manipulate  a  jet's  flight  control  sur- 
faces at  GOOmph. 

To  turn,  climb  or  descend  so  smoothly,  Angela 
won't  spill  a  drop  of  her  coffee. 

Other  Abex  hydraulic  controls  help  raise  and 
lower  the  huge  landing  gear  and  flaps  for  takeoff*s  and 
landings. 

Boeing,  McDonnell  Douglas,  General  Dynamics, 
Lockheed  and  Fokker  are  a  few  of  those  who  specify 
Abex  pumps,  motors,  wing  sweep  actuators,  landing 
gear,  servovalves  and  flight  controls.  They're  also  on 
the  Concorde  supersonic  airliner 

But  hydraulic  power  is  only  one  of  the  ways  Abex 
keeps  things  under  control  for  industry. 

Abex  friction  products  provide  braking  power 
for  nearly  everything  on  wheels  or  wings. 

And  Abex  cast  metals  and  alloys  control  wear  in 
all  kinds  of  machines. 

If  you  have  a  problem  keeping  things  under  con- 
trol, why  not  speak  to  Abex?  Contact  Abex  Corpora- 
tion, 530  Fifth  Avenue,  New  York  10036. 
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.JV  means  controls 


A  Member  Company  IC  Industries 


Here  are  some 
of  the  new  things 
we've  been  doing 
at  Cyanannid 


CLF.FORD  D.  SIVERD 

President  and  Chief  Executive  Officer, 
American  Cyanamid  Company 


Acquired  the  IRC  Fibers  Division  of, 

Midland-Ross  Corporation  to  broaden  i 
Cyanamid's  line  of  synthetic  fibers. 

Started  operation  of  a  new  multi-million 
dollar  plant  in  The  Netherlands  to  make 
specialty  chemicals  for  the  European 
market. 

Introduced,  nationally,  Breck®  hair  color 
and  Formica®  Floor  Shine®  finish,  both 
from  the  Consumer  Products  Division. 

Launched  a  major  air  pollution  control 
program  by  converting  several  large 
plants  from  coal  to  natural  gas  for  power 
and  heating  systems. 

Acquired  Control  Print  Corporation, 
makers  of  code-marking  and  packaging 
equipment,  as  part  of  Cyanamid's  long- 
range  plans  in  the  materials  handling, 
automation  and  computer  data  input 
industries. 

Expanded  Formica  Corporation's  oper- 
ations with  two  new  design  centers, 
larger  research  and  development  facili- 
ties, and  plans  for  a  new  headquarters 
building  in  Cincinnati. 

Announced  plans  to  build  a  multi- 
million-dollar melamine  plant  at  the 
Fortier  complex  near  New  Orleans. 

Participated  in  the  historic  Apollo  1 1  and 
12  moonwalks  with  the  use  of  Cyanamid 
adhesives  and  honeycomb  core  in  the 
command  ships  and  lunar  landing 
modules. 

At  Cyanamid  we  continue  to  grow  in 
many  directions  to  meet  human  needs 
in  food  production,  health,  building 
materials,  fibers,  consumer  goods  and 
chemicals  for  industry.  ,'  • 
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CYANAMID 


AMERICAN  CYANAMID  COMPANY  AND  SUBSIDIARIES 

BRECK-  HAIR  CARE  PRODUCTS  •  FORMICA"  BRAND  LAMINATES  •  CRESLAN"  ACRYLIC  FIBER  ■  SANITAS*  WALL  COVERINGS 

FIAT'  SHOWER  AND  LAUNDRY  COMPONENTS  •  ACRYLITE"  ACRYLIC  SHEET  •  HOUSEHOLD  PRODUCTS 

I  FOFRIE  PHARMACEUTICALS  •  AGRICULTURAL  PRODUCTS  •  CHEMICALS  FOR  INDUSTRY 
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{Continued  from  Page  22) 
the  sales  are  called  "sights."  This  is 
done  at  long  tables  under  windows  on 
the    north    side    of    2    Charterhouse 
Srt-eet  to  get  the  best  light. 

A  buyer  may  dispute  with  De 
Beers  about  what  he  finds  in  his  pack- 
age. But  he  cannot  buy  some  stones 
and  leave  others.  He  pays  De  Beers' 
price.  Or  he  leaves  it.  No  in  between. 

No  sales  are  made  on  credit.  Full 
pavTTient  is  made  almost  immediately. 
The  very  ne.xt  day  the  rough  dia- 
monds go  out  to  the  buyer  by  regis- 
tered mail,  which  is  considered  the 
safest  way  in  the  world  to  send  dia- 
monds anywhere. 

Those  who  dispute  the  price  of  the 
contents  of  the  bag  do  so  at  their 
own  risk.  'Those  who  decide  not  to 
bu\  their  package  probably  will  not 
he  invited  back  very  soon.  If  at  all." 
So  says  one  member  of  a  big  diamond 
importing  family  in  New  York.  "The 
Central  Selling  Organization  can  make 
it  very,  very  tough  for  you  if  it  sees 
fit  to  do  so." 

Enter  the  Middlemen 

Once  rough  stones  leave  the  Cen- 
tral Selling  Organization,  they  enter 
an  intricate  marketing  chain.  So  in- 
tricate that  it  may  double  or  quad- 
ruple their  price  even  before  the  re- 
tailer puts  his  big  markup  on  them. 
Like  any  smart  monopoly,  De  Beers 
knows  enough  not  to  be  greedy:  It 
leaves  a  nice  profit  for  its  distributors. 
In  this  case,  the  distributors  comprise 
a  network  of  cutters,  brokers,  import- 
ers, wholesalers  and  jewehy  manu- 
facturers around  the  world. 

Some  of  the  big  buyers— such  as 
Winston  and  Lazare  Kaplan  in  the 
U.S.— keep  the  best  stones  in  their 
packages  and  cut  and  polish  them  for 
their  own  wholesale  or  retail  opera- 
tions; the  poorer-quality  rough  stones 
they  sell  off  to  someone  else,  who,  in 
turn  may  sell  it  off  to  someone  who 
needs  stones  of  a  certain  size. 

Other  dealers  invited  to  the  London 
^ales  do  not  even  open  the  packages 
offered  them  by  the  Central  Selling  Or- 
ganization. They  buy  them  sight  un- 
seen and  resell  their  packages  at  a 
premium  to  other  brokers,  wholesalers 
or  cutters.  In  fact,  the  going  premium 
paid  on  sealed  packages  resold  around 
the  world  after  each  London  "sight" 
is  indicative  of  the  current  demand. 

The  bigger  rough  stones  imported 
into  the  U.S.  are  cut  here,  because  that 
way  they  escape  customs  duty.  But 
rough  melee,  of  one-carat  and  under, 
is  polished  overseas.  "Cutting  in  this 
country  is  very,  very  expensive,"  says 
Winston,  who  owns  five  cutting  fac- 
tories in  New  York,  Israel,  Puerto  Rico 
and  even  Arizona,  where  he  has 
trained    60    Indians    to    do    the    job. 


"You'd  be  surprised  what  a  good  cut- 
ter here  in  New  York  makes-$25,000 
a  year,  maybe  more.  Labor  is  cheaper 
elsewhere  in  the  world." 

The  two  biggest  diamond-cutting 
centers  in  the  world  are  in  Antwerp 
and  Tel  Aviv.  Antwerp,  with  15,000 
cutters,  is  by  far  the  biggest.  But  the 
Israelis  have  come  up  fast  since  World 
War  II  and  are  second.  Russian  cut- 
ters   now    handle    more    rough    than 


South   Africa   and   have   moved   into 
third  place. 

The  cutter  is  the  key  man.  Often 
he  is  a  scholarly-looking  Hassidic  Jew 
with  black  beard  and  hat,  carrying  a 
half-million  dollars  worth  of  goods 
around  in  his  long,  black  coat.  Says 
New  York  diamond  importer  Kenneth 
Suna  of  Suna  Brothers:  "Cutting  is  an 
art  as  well  as  a  business.  On  the  av- 
erage,   half   the   weight   of   a   rough 


A  Girl's  Best  Friend?  Maybe. 


"Djamonds,"  says  Lorelei  Lee  in 
Anita  Loos'  novel,  Gentlemen  Pre- 
fer Blondes,  "are  a  girl's  best 
friend." 

Maybe  yes  and  maybe  no. 

They  certainly  are  loyal  friends. 
They'll  still  be  worth  money  when 
furs  and  Cadillacs  wear  out.  Un- 
like, say,  stock  certificates,  it  is  safe 
to  "put  diamonds  away  and  forget 
about  them." 

But  as  an  investment  for  capital 
gains,  they  are  very  tricky.  By  and 
large,  the  people  who  make  huge 
profits  in  diamonds  are  those  who 
can  buy  them  at  wholesale  or  deal- 
ers' prices. 

The  reason  is  that  diamonds  may 
pass  through  many  hands  before 
they  reach  the  woman  who  wears 
them.  The  wholesaler  gets  a  com- 
mission when  he  sells  them  to  a 
broker  who  gets  a  fee  for  buying 
them  for  a  jewelry  manufacturer 
whose  work  is  charged  to  the  re- 


tailer. The  retailer's  markup  results 
in  a  minimum  increase  of  about 
25%  to  30%  and  often  is  as  high 
as  a  100%  increase  in  the  price. 

The  result  is  that,  if  a  man 
spends  $10,000  at  a  retailer  to  buy 
his  wife  a  diamond,  its  resale  value 
at  that  moment  will  probably  be  at 
most  about  $5,000,  because  she 
can't  resell  it  except  to  a  whole- 
saler or  a  retailer,  who  must  think 
in  terms  of  the  markups.  True,  the 
diamond  may  well  double  in  price 
in  ten  years,  but  all  this  means  is 
that  she'll  then  be  able  to  sell  it  for 
exactly  what  her  husband  paid. 

A  diamond  is  a  girl's  best  friend 
if  her  husband  got  it  wholesale. 
Otherwise,  she'd  be  better  off  if  he 
gave  her  a  certificate  of  deposit. 

The  man  who  buys  a  diamond 
for  his  wife  must  also  consider  the 
cost  of  insurance,  which  is  becom- 
ing higher  and  higher.  Liz  Taylor's 
big  diamond  will  cost  Richard  Bur- 
ton $66,000  in  annual  insurance 
premiums.  She  reportedly  also  will 
be  able  to  take  it  out  of  the  vault 
for  only  30  days  a  year.  People 
like  the  Burtons  and  the  Onassises, 
of  course,  can  afford  the  tab.  Be- 
tween them,  in  fact,  Liz  and  Jackie 
have  about  $10  million  in  precious 
stones  and  important  pieces. 

If  you  are  able  to  buy  diamonds 
at  wholesalers'  prices  for  invest- 
ment, you  have  to  be  very  cool 
about  it.  "It  only  pays  to  buy  the 
best  for  investment,"  says  diamond 
merchant  Harry  Winston.  "I 
wouldn't  go  for  less  than  two-  or 
three-carat  stones  of  the  highest 
quality."  Winston  is  talking  in  the 
$5,000  (wholesale)  and  up  class. 

They  should  also  be  loose,  pol- 
ished gems,  says  Winston.  The  rea- 
son is  that  setting  and  other  adorn- 
ments only  raise  the  retail  price. 
They  have  very  little  value  as  an 
investment. 

Then  you  have  to  hold  your 
diamonds  for  anywhere  from  five  to 
ten  years.  Pretty  to  look  at?  Yes. 
Easy  to  cany  for  a  quick  getaway? 
Again,  yes.  A  gift  that  never  wears 
out?  Still  yes.  But  a  good  bet  for 
speculation?  Not  necessarily. 
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Wholesale.  West  47th  Street  is 
a  grimy  b/ocfc  befween  Fifth  and 
Sixth  Avenues  in  Manhattan,  where 
flashy  jewelry  stores  and  exchanges 
line  both  sides  of  the  street,  where 
rings  mounted  on  crudely  lettered 
cards  in  shop  windows  promise 
fantastic  "bargains,"  where  you  can 
get  ten  different  appraisals  on  the 
same  stone.  The  block  may  not 
look  like  the  center  of  the  U.S. 
diamond      business.      But      it 


stone  is  lost  in  cutting.  If  he  cuts 
through  a  ten-carat  rough  stone  one 
way  he  may  get  $10,000  worth  of  pol- 
ished stones  out  of  it.  Another  way,  he 
could  get  less.  A  bad  cut  and  he's  got 
nothing  for  his  investment." 

Though  an  extreme  example,  the 
cutting  of  the  famous  726-carat  Jon- 
ker  diamond,  first  owned  by  Winston 
in  the  Thirties,  indicates  what  is  at 
.stake  and  how  profitable  the  diamond 
business  can  be.  Lazare  Kaplan,  now 
the  85-year-old  patriarch  of  the  Kap- 
lan firm,  spent  a  year  studying  the 
rough  diamond.  When  he  finally 
cleaved  it,  he  broke  it  into  12  smaller 
diamonds,  ranging  in  weight  from  five 
to  142  carats.  According  to  one  re- 
port, Kaplan  thus  turned  the  $700,000 
rough  or  uncut  stone  into  $2  million 
worth  of  polished  diamonds. 

Truly  Exclusive  Clubs 

Most  of  the  cut  and  polished  gems 
not  already  on  order  are  traded  in 
the  16  diamond  clubs  that  make  up 
the  all-powerful  World  Federation  of 
Diamond  Bourses.  They  are  in  all 
the  world's  major  diamond-trading 
centers  from  New  York  to  Johannes- 
burg, Vienna  to  Tel  Aviv.  Their  head 
office,  naturally  enough,  is  in  Ant- 
werp. The  clubs  are  to  wholesale  dia- 
mond merchants  everywhere  what 
stock  exchanges  are  to  stockbrokers, 
places  where  buyers  and  sellers  or  their 
representatives  meet  daily.  They  also 
are  very,  very  select  about  their 
membership;  altogether  there  prob- 
ably are  no  more  than  10,000  mem- 
bers in  all  the  existing  clubs. 

Typical  is  the  Diamond  Dealers 
Club,  Inc.,  the  larger  of  New  York 
City's  two  diamond  clubs.  Its  1,500 
members  represent  importers,  jewelry 
manufacturers,  domestic  wholesalers 
and  diamond  brokers,  who  buy  and 
sell  for  clients  on  a  commission  basis. 
One  of  them  is  Edw  ard  Friedmann,  a 
German  refugee  who  was  in  a  Nazi 
concentration  camp  and  is  now  the 
chief  diamond  buyer  for  Sears,  Roe- 
buck, which  purchases  at  least 
160,000  stones  a  year. 

Originally  the  club's  quarters  were 
on  Nassau  Street  in  New  York  City's 
old  downtown  area.  But  the  great  in- 
flux of  refugees  from  Nazi-occupied 
Europe  in  the  early  Forties  forced  a 
move  to  bigger  facilities  at  30  West 
47  Street,  between  Fifth  and  Sixth 
Avenues.  In  its  wake  came  all  the  seg- 
ments of  the  business.  Today,  with 
the  club  as  its  hub,  90?  of  the  na- 
tion's diamonds  pass  through  this  one- 
block  district.  More  like  an  oriental 
bazaar,  these  blocks  are  a  rabbit 
warren  of  more  than  800  dealers,  200 
cutters,  300  setters  and  more  than  a 
thousand  jewelers,  appraisers,  gem 
lawyers  and  insurance  men. 
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On  any  decent  day,  men  on  the 
crowded  sidewalks  haggle  over  dia- 
monds, rolling  them  in  their  fingers  as 
they  talk.  In  the  crowd  or  standing 
qliietly  in  e\er\-  other  doorway  are 
plainclothesmen  or  Pinkertons  hired 
by  the  Jeweler's  Security'  Alliance  to 
watch  for  thieves. 

The  really  big  dealers  are  on  the 
upper  floors  of  the  surrounding  build- 
ings, behind  steel  doors,  burglar 
alarms,  brass  peepholes,  electric  locks 
and  closed-circuit  TV. 

But  nearly  every  day  they  or  their 
representatives  drop  into  the  Diamond 
Dealers  Club  at  No.  30,  a  ten-story 
building  which  is  the  biggest  security 
fortress  of  all.  Once  up  the  elevator, 
the  member  or  guest  must  pass  plain- 
clothesmen and  go  through  inch- 
thick,  bullet-proof,  electrically  operat- 
ed doors  to  get  to  the  high-ceilinged 
trading  room,  which  has  the  same  tall 
windows  cut  into  its  north  wall  that 
are  in  the  Central  Selling  Organiza- 
tion's offices  in  London. 

Men,  20  to  80  years  old,  mostly  in 
hats  and  dark  suits,  bargain  in  a  dozen 
languages  over  millions  of  dollars  of 
polished  stones  set  out  on  long  tables 
beneath  the  windows.  Most  carry 
black  diamond  pouches  on  a  brass 
chain  clipped  to  their  belts.  Each 
wallet  holds  paper  folders  of  stones. 

Deals  without  Contracts 

All  the  members  know  one  another 
and  many  have  blood  or  marital  ties. 
To  join,  a  diamond  merchant  has  to 
have  at  least  two  years  in  the  whole- 
sale business  and  possess  spotless  busi- 
ness and  financial  records.  He  also 
must  be  recommended  by  two  present 
members  and  have  the  endorsement  of 
four  others,  plus  a  bank  reference.  But 
even  after  the  club's  admissions  com- 
mittee accepts  him,  all  other  members 
are  given  the  chance  to  bring  out 
detrimental  information. 

There  is  good  reason  for  taking  such 
care.  All  business  in  the  club  is  based 
on  credit  and  mutual  trust.  No  cash 
•or  check  passes  hands  on  the  premises. 
That  is  done  outside.  Buyer  and  sell- 
er may  haggle  furiously  over  the  price 
of  a  stone.  But  once  a  deal  is  con- 
summated, they  simply  shake  hands 
and  the  seller  wishes  the  buyer  "mazel 
and  broche,"  the  ancient  Hebrew 
phrase  for  luck  and  blessings  which 
is  used  by  non-Jewish  dealers  as  well 
as  Jews.  In  fact,  by  tradition,  no  deal 
in  any  club  in  the  world  is  official 
until  that  phrase  is  uttered.  Once  ut- 
tered, the  phrase  seals  the  deal  and 
there  is  neither  luck  nor  blessings  to 
anyone  who  goes  back  on  his  word. 

If  a  dispute  between  members  does 
arise,  the  aggrieved  member  can  take 
his  complaint  to  the  club's  Board  of 
Arbitrators.  Arbitration  decisions  can 
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Refail.  Glamorous  Fifih  Avenue 
stores  like  Harry  Winston's,  Carti- 
er's  and  Tiffany's  and  tfieir  posh 
displays  seem  worlds  away  from 
West  47th  Street.  The  fact  is,  they 
are  only  around  the  corner,  a  few 
blocks  away  and  very  much  part 
of  the  same  world.  Without  the 
wholesalers  on  47th,  in  fact,  those 
who  sell  the  Fifth  Avenue  trade 
probably  would  not  be  able  to 
get    what    their    customers    want. 


De  Beers = Diamonds' 
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The  soft-sell  ads  ("A  diamond 
is  forever")  run  the  world  over  by 
De  Beers  Consolidated  Mines,  Ltd., 
of  South  Africa,  barely  mention 
the  company's  name.  They  don't 
have  to.  There  is  no  need  to  sell 
people  on  De  Beers'  diamonds,  be- 
cause most  diamonds  are  De  Beers. 

With  control  of  85%  of  the 
world's  diamonds,  De  Beers  is,  in  ef- 
fect, an  international  monopoly. 
Cross-investments  also  bind  it  close- 
ly to  South  Africa's  Anglo  Ameri- 
can Corp.,  the  multibillion-doUar 
industrial  empire  with  interests 
in  everything  from  gold  to  copper, 
banks  to  steel.  Harry  Oppenheimer 
binds  the  companies  even  more 
closely:  He's  chairman  of  both. 

The  rising  demand  for  diamonds 
over  the  past  decade  has  made  De 
Beers  increasingly  rich.  Since  1960 
its  sales  have  trebled  ( to  $600  mil- 
lion in  1968)  and  its  profits  were 
up  220%  (to  $154  million  that 
year).  Despite  a  sales  decline  in 
the  second  half  of  1969,  De  Beers' 
volume  was  about  $696  million. 
"There  is  no  slackening  in  the  de- 
mand for  the  bigger  diamonds  of 
two  carats  and  up,"  says  Lionel 
Burke,  a  De  Beers  official.  "The 
drop-off  is  taking  place  in  the  very 
small  gems." 

Ironically,  it  was  a  bachelor  who 
started  the  De  Beers  system  for  mak- 
ing diamonds  "a  girl's  best  friend." 
Until  empire-builder  Cecil  Rhodes 
came  on  the  scene  in  the  1870s, 
diamond  mining  in  South  Africa 
was  a  chaotic  business,  with  indi- 
vidual prospectors  waging  bloody 
battles  over  their  claims.  Rhodes 
imposed  order  by  buying  up  ev- 
eryone and  uniting  the  mines  un- 
der his  control.  By  the  time  he  died 
in  1902,  at  the  age  of  49,  "the 
Diamond  Syndicate"  had  been  in 
operation  for  nine  years. 

The  syndicate  was  the  nucleus 
of  De  Beers'  Central  Selling  Organ- 
ization, whose  marketing  poHcies 
were  perfected  by  Sir  Ernest  Op- 
penheimer. A  shy  but  tough  Lon- 
don diamond  merchant  who  got 
control  of  De  Beers  in  the  Twenties 
and  became  its  chairman  in  1929, 
Oppenheimer  used  his  own  money 
and  that  of  De  Beers  to  buy  up  dia- 
monds during  the  Depression  to 
keep  the  price  up.  When  he  died 
in  1957  at  the  /,;e  of  77,  his  son, 
Harry,  took  over.  Eq.  ally  shy  but 
equally  tough,  Harry  is  just  as  de- 
voted as  was  his  father  to  seeing 
that  De  Beers  remains  a  ntonopoly. 

One  of  the  biggest  investments 
in  recent  years  has  been  in  the  de- 


velopment of  offshore  deposits  of 
gem  diamonds  off  the  seacoast 
of  South  West  Africa  near  the 
mouth  of  the  Orange  River.  This 
has  yet  to  become  a  profitable  op- 
eration, but  its  development  is 
necessary  to  offset  the  exhaustion 
of  diamond  mines  elsewhere.  So  far, 
De  Beers  has  gotten  most  of  its  dia- 
monds from  the  kimberlite  pipes, 
or  chimneys,  of  extinct  volcanoes, 
such  as  those  in  South  Africa.  But 
these  mines  have  a  finite  life.  The 
Russians  also  are  coming  up  fast 
in  world  production,  having  discov- 
ered diamonds  in  kimberlite  pipes 
in  Siberia  in  1954.  Though  no  one 
knows  for  sure,  some  experts  think 
that  the  Russians  are  now  tied  with 
South  Africa  in  total  output. 

Gem  stones  account  for  only 
about  20%  of  all  diamonds  mined, 
but  they  represent  about  80%  of 
what  all  rough  diamonds  mined 
are  worth.  In  effect,  they  pay  the 
freight  for  the  volume  production 
of  lesser-quality  stones  destined  for 
industrial  use.  Industrial  diamonds 
are  required  for  heavy  duty  in  oil 
fields,  for  the  precision  imperative 
in  scientific  laboratories,  for  the 
day-in-day-out  chores  of  factories 
and  machine  shops.  De  Beers  main- 
tains a  separate  selling  organiza- 
tion, the  Industrial  Distributors 
(1946)  Ltd.,  in  London,  to  sell 
industrial  diamonds. 

Oppenheimer  also  is  not  missing 
the  promise  of  synthetic  diamonds, 
first  developed  by  General  Elec- 
tric in  the  mid-Fifties.  Today  all 
kinds  of  companies— from  Union 
Carbide  to  Litton— make  some  kind 
of  diamond  substitute.  Through 
cross-licensing  agreements,  De 
Beers  is  working  hot  and  heavy  to 
produce  synthetic  industrial  dia- 
mond grit  in  Johannesburg  in  South 
Africa,  Shannon  in  Ireland  and 
Robertsfors  in  Sweden. 

There  is,  of  course,  the  possi- 
bility that  the  political  situation  in 
South  Africa  could  blow  up  and 
change  De  Beers'  fortunes,  consid- 
ering the  cheap  and  docile  black 
labor  it  uses  to  work  its  mines.  But 
that  possibility  does  not  seem  to 
worry  investors.  A  decade  ago  a 
share  of  De  Beers  stock,  sold  on  the 
London  and  Johannesburg  ex- 
changes, went  for  $15.  By  early 
last  year  it  was  worth  around  $150. 
Spht  10-for-l,  it  is  now  about  $7. 
Even  with  the  decline  in  world 
stock  prices,  that  comes  to  a  500% 
increase  in  the  past  ten  years.  Not 
as  good  as  IBM  or  Xerox.  But  bet- 
ter than  General  Motors. 
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be  appealed  to  the  club's  Board  of 
Directors.  But  that  is  it.  In  theory,  a 
man  could  go  to  court  outside  the 
club.  Few  dare  do  it.  If  he  fails  to 
abide  by  the  board's  final  ruling  in 
the  case,  he  is  disbarred  from  the 
club.  "This  means  he  might  just  as 
well  leave  the  diamond  business,"  says 
Albert  J.  Lubin,  executive  secretary 
and  general  counsel  of  the  New  York 
Diamond  Dealers  Club. 
.  Almost  immediately,  the  disbar- 
ment notice  goes  to  World  Federa- 
tion headquarters  in  Antwerp.  The 
latter  sends  out  green  slips  bearing 
the  disbarred  member's  name  to  all 
diamond  clubs,  and  he  can  no  longer 
do  business  in  any  of  them.  A  good 
many  dealers  travel  constantly  to  oth- 
er clubs  to  get  the  stones  they  want. 
So  disbarment  can  finish  them. 

The  Price  oi  Dishonor 

Absolute  honor  and  its  uniform  en- 
forcement throughout  the  Federation 
and  the  diamond  world  at  large  are 
very  important  for  another  reason. 
While  negotiations  between  buyer  and 
seller  are  going  on,  the  diamonds  un- 
der discussion  may  be  "out  on  memo." 
For  example,  a  potential  buyer  may 
be  acting  for  a  client  outside  a  club 
who  wants  to  see  a  particular  dia- 
mond. The  agent  simply  makes  out  a 
memorandum  for  the  seller  and  takes 
it  with  him.  No  money  is  involved.  His 
signature  on  the  note  is  his  bond.  He 
gets  the  memo  back  when  he  gives 
the  same  diamonds  back,  usually  af- 
ter a  specified  time  period. 

At  any  given  time  mUlions  of  dol- 
lars worth  of  diamonds  are  "out  on 
memo"  all  over  New  York  City  and 
the  U.S.,  in  the  hands  of  cutters,  im- 
porters, jewelers,  manufacturers  and 
so  forth.  Most  customers  who  walk 
into  a  jewelry  store  probably  believe 
the  bigger  stones  in  the  display  cases 
belong  to  the  store.  Wrong.  More  of- 
ten than  not,  the  store  has  them  "out 
on  memo"  from  someone  else. 

Jewelers  do  not  get  all  their  dia- 
monds that  way,  of  course.  They  buy 
directly  from  the  big  wholesalers  or 
at  the  big  jewelry  conventions.  Or 
they  pay  for  stones  sold  by  the  many 
independent  diamond  salesmen  who 
work  out  of  47th  Street,  calling  on 
small  jewelers  around  the  country. 

However,  without  the  memo  sys- 
tem most  jewelers  would  not  be  able 
to  stock  all  the  different  kinds  of  dia- 
monds customers  might  want.  "The 
cost  of  the  inventory  would  be  pro- 
hibitive," says  one  wholesaler. 

If  a  jeweler  has  a  hot  prospect  for 
a  certain  kind  of  diamond  not  in  his 
stock,  he  can  phone  a  wholesaler  who 
will  send  it  to  him  immediately  on 
memo.  If  the  buyer  does  not  want  it 
after  seeing  it,  the  jeweler  sends  the 
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diamond  back.  If  the  customer  takes 
it,  the  jeweler  can  get  his  markup  of 
up  to  100^.  Not  a  bad  deal  for  the 
price  of  a  single  phone  call! 
'  In  effect,  the  wholesaler  or  manu- 
facturer is  financing  the  jeweler,  par- 
ticularly if  the  latter  keeps  the  dia- 
monds "out  on  memo"  for  some  time. 
On  the  other  hand,  the  wholesalers 
get  their  goods  exposed  to  the  pubhc. 

In  terms  of  over-all  sales,  diamonds 
and  diamond  jewelr\  are  the  main- 
sta>  of  the  nation's  20,000  jewelers. 
They  provide  about  one-fourth,  $600 
million,  of  jewelry's  $2.4-billion  an- 
nual gross,  but  far  more  of  profits. 

Trend  to  Chains 

More  and  more  of  these  traditional, 
family-owned  stores  are  selling  out 
and  becoming  concentrated  in  the 
liands  of  a  few  publidv  owned  chains. 
Since  1965  Dallas'  Zale  Corp.  (1969 
sales:  S280  million)  has  acquired  al- 
most 150  jewelr\  stores  and  now  owns 
some  445.  Zale,  which  claims  to  be 
the  biggest  chain  in  the  country,  now 
buys  rough  diamonds  directly  from 
De  Beers  and  polished  stones  from  dia- 
mond clubs.  Its  most  spectacular  re- 
cent actjuisition:  a  435-carat  rough 
diamond  bought  in  Europe. 

Houston's  Gordon  Jewelry  Corp. 
(1969  sales:  $97  million)  also  has 
been  bu\  iiig  up  stores. 

Since  last  year  the  famed  Carfier 
has  been  owned  by  New  York's  Kenton 
Corp.,  Kenton  (1969  sales:  SHO  mil- 
lion) started  its  corporate  lite  as  the 
owner  of  Family  Bargain  Clenters,  a 
low-end  discount  chain.  Its  hnslling 
diief  e.\ecutive  officer,  Robert  H.  Ken- 
more,  39,  now  likes  to  pick  up  what 
he  calls  "lu.\ury  product  companies" 
such  as  Valentino,  the  dress-design 
house,  and  Jaccjues  Kaplan,  the  furrier. 
He  plans  to  set  Carlier,  Valentino 
and  Kaplan  branches  up  in  l)outi<|ucs 
in  the  country's  shopping  centers. 

Many  of  the  old-timers  in  the  Dia- 
mond Club  on  47th  Street  shake  their 
heads  at  the  intiusiou  ol  "big  busi- 
ne.ss"  into  diamond  retailing.  But  De 
Beers  doesn't  mind.  It  wants  to  .see 
diamond  prices  continue  to  rise  and 
big  business  has  brought  promotional 
razzle-dazzle  into  diamond  retailing. 
"Bob  Kenmore  spent  thousands  of  ad 
dollars  to  make  sure  plenty  of  people 
knew  Cartier  had  that  Burton  stone," 
says  one  diamond  merchant.  "Sure,  he 
got  a  million  dollars  worth  of  pub- 
licity out  of  it.  But  so  did  the  dia- 
mond business." 

A  strange  business,  diamonds.  On 
the  one  end,  modern  merchandising 
and  promotion;  on  the  other  end  De 
Beers,  a  global  monopoly.  And  in  be- 
tween an  anachronistic,  almost  Old 
Testament  world,  older  than  capital- 
ism and  yet  perfectly  fitted  to  it.  ■ 


Who  Says 

New¥)rk's 

Business  Climate 

Is  Healthy? 

*New  England  Says  So:  ". . .  hypothetical  tax  bills  for  three  model  corporations  at 
83  specific  locations  in  the  New  England  states  plus  five  of  their  closest  competitors 

. . .  run  from  a  minimum  in  Utica,  N.Y.,  to  a  high  in  Hartford,  Conn 

". . .  the  chemical,  machinery  and  textile  firms  could  have  net  profits  after 
taxes  higher  by  approximately  14,  15  and  22  percent,  respectively,  were  they  located 
in  Utica  instead  of  Hartford. 

". . .  special  incentives  in  New  York  amount  to  a  sizable  tax  break  for  new  indus- 
try and  investment." 

*New  England  Business  Review,  published  by  Federal  Reserve  Bank  of  Boston 

'^Michigan  Says  So:  The  combined  state  and  local  tax  bill  for  five  hypothetical  man- 
ufacturing firms  was  lower  in  Buffalo,  N.Y.,  than  in  five  other  major  industrial  cities 
in  five  different  states— Detroit,  Michigan;  Cleveland,  Ohio;  Milwaukee,  Wisconsin; 
Indianapolis,  Indiana;  and  Newark,  New  Jersey. 
*Tax  study  comtnissioned  by  the  Citizens  Research  Council  of  Michigan 

^Pennsylvania  Says  So:  The  state  tax  burden  on  business  in  New  York  is  less  than 
in  half  a  dozen  other  major  industrial  states. 

Ohio,  Michigan,  California,  Pennsylvania,  Massachusetts,  New  Jersey,  North 
Carolina— all  of  them  collect  a  higher  percentage  of  their  total  tax  revenues  from 
business  taxes  than  New  York  does,  according  to  statistics  collected  by  the  Penn- 
sylvania State  Chamber  of  Commerce,  based  on  U.S.  Census  Bureau  data. 

In  another  exhaustive  analysis,  the  New  York  state-local  combined  tax  bill  was 
less  than  that  of  Michigan,  West  Virginia,  Indiana,  Massachusetts  and  Maryland 
for  all  seven  groups  of  industries  studied— and  less  than  that  of  Ohio,  Illinois  and 
New  Jersey  in  six. 
*Pennsylvania  State  Chamber  of  Commerce;  Pennsylvania  Economy  League,  Inc. 

, . .  and  Governor  Rockefeller  Says:  "During  the  past  1 1  years,  there  has  not  been 
one  single  new  business  tax  in  New  York.  There  has  been  only  one  increase  in  our 
flexible  business-tax  structure. 

"We  have  no  personal-property  taxes  on  machinery,  equipment  or  inventories. 
We  have  taken  many  significant  actions  to  encourage  the  growth  of  business. 

"To  mention  the  latest:  a  one-percent  business-tax  deduction  on  investments  in 
new,  expanded  or  modernized  production  or  research  facilities. 

"We  invite  comparisons. 

"Our  State  Commerce  Department's  staff  of  industrial-location  specialists  will 
prepare  for  you,  on  request,  state  and  local  tax  comparisons  for  designated  sites  in 
New  York  and  specific  locations  in  other  industrial  states.  For  this,  and  other  infor- 
mation, mail  coupon,  today. " 


Commissioner  Neal  L.  Moylan 

New  York  State  Department  of  Commerce 

1 1 2  State  Street  (Room  337) 

Albany,  New  York  12207 

Dear  Mr.  Moylan: 

Please  mail  to  me  at  once,  free  of  charge  and  with  no  obligation  on  my  part,  bro- 
chures on  tax  advantages  for  business,  plant  financing  and  industrial-location  serv- 
ices in  New  York  State. 

CD     Check  here  if  you'd  also  like  a  special  tax-comparison  study  for  your  business. 

NAME 


TITLE - 
FIRM- 
CITY_ 


-STATE- 


-ZIP  CODE 
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¥)u  won't  find  TRW  on  th( 
But  we're  all  over  the  globe. 


TRW  is  an  international  growth 
company  with  more  than  80,000 
people  in  over  300  locations 
around  the  globe. 

For  example,  we're  just  as  much 
at  home  making  steering  wheels  in 
England  or  piston  rings  in  Germany 
as  we  are  making  ball  joints  in 
Michigan  or  valves  in  Ohio.  We 
also  have  plants  in  France  and 
Italy.  (In  all,  about  45  million 
European  cars  have  TRW  parts. 
And  millions  of  people  watch  TV 
broadcasts  beamed  from  TRW-built 
communications  satellites.) 

Now  add  operations  in  South 

TRW  INC.,  Cleveland,  Ohio-A  Diversified  Technology 
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Africa,  Brazil,  Argentina,  Australia, 
Mexico  and  Canada  working  on  a 
range  of  vehicle  and  electronic 
components  as  well  as  other 
industrial  equipment. 

We  also  have  new  ventures  in 
Japan,  now  the  world's  second 
largest  auto  maker.  And  Taiwan, 
where  we  turn  out  capacitors  and 
other  components  for  the  home 
entertainment  market. 

This  international  picture  adds 
up  to  about  15%  of  TRV/'s  total 
annual  sales  of  $1.5  billion. 
And  the  future  for  our  overseas 
markets  appears  quite  bright. 

Company  Specializing  in  Products,  Systems,  and  Services  for 


When  you  combine  this  kind  of 
global  growth  with  such  businesses 
as  computer  software  services, 
systems  management,  communica- 
tions and  earth  resources  satellites, 
automation  control  systems  and  a 
broad  range  of  industrial  equipment 
and  services,  you  begin  to  get  an 
idea  of  where  our  company  is  going. 

One  day.  we  may  be  able  to  put 
TRW  on  the  map  after  all. 

TRW 

Commercial,  Industrial  and  Government  Markets. 
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The  Crab.  "So  many  deal- 
ers want  io  sell  sriowmobiles," 
claims  Bombardier's  Beau- 
doin,  "fhey'll  grab  anyfhing. 
Bui  H  doesn't  mean  any- 
thing will  sell,  as  many  find 
out  after  one  year." 


Snow  Job? 


Quebec's  Bombardier,  Ltd.  won  first  place 
in  the  snowmobile  race  by  inventing  the 
industry.  Now  the  trick  is  to  stay  first. 


It's  a  giddy  time  for  snowmobilers. 
From  enthusiasts  to  manufacturers, 
the  past  five  years  have  brought  an 
unparalleled  boom,  building  from  S6 
million  up  to  the  current  S240  million 
in  annual  industry  sales.  And  no  one 
has  cashed  in  on  this  wild  growth 
like  Canada's  Bombardier,  Ltd.,  the 
people  who  started  it  all. 

In  1959,  when  the  late  Joseph-Ar- 
mand  Bombardier  developed  the  first 
moderately  priced  snowmobile,  his 
company  produced  the  industry  total 
of  250  machines.  In  1964,  the  year 
he  died,  about  15  makers  produced 
fewer  than  25,000  machines.  In  1969 
about  40  manufacturers  produced 
nearly  350,000  machines  under  more 
than  70  brands,  with  Bombardier, 
now  nm  by  the  founder's  son-in-law, 
Laurent  Beaudoin,  accounting  for 
about  a  third  of  the  units  and  half 
of  the  dollars. 

Today,  however,  industry  pundits 
agree  the  boom  is  near  its  peak,  or 
at  best  that  snowmobilers  are  in  for 
harsh  restrictions  on  noise  and  use 
that  could  well  dampen  the  incredible 
growth  of  recent  years.  And  they  con- 
clude that  of  today's  40  manufacturers, 
only  the  toughest,  smartest  and  best 
financed  15  or  20  will  survive. 

Who  are  the  hardy  ones  likely  to 
be?  In  part,  early  starters  like  Bom- 
bardier and  Textron's  Polaris,  which 
is  No.  Two  with  13%  of  the  market; 
and,  in  part,  a  few  late  but  well-capi- 
talized comers  like  Brunswick,  Litton, 
Bangor-Punta  and  Coleman.  But  what 
they  will  be  left  with— like  those  who 
rose  and  fell  with  the  bowling  boom 
—will  not  be  the  kind  of  business  in 
which  Bombardier  last  year  earned 
S15  miUion  on  sales  of  $130  million 
for  a  fantastic  50%  retiim  on  equity. 
More  likely,  the  survivors  will  be  left 
with  the  realistic  returns  of  most  suc- 
cessful hard-goods  makers. 

In  the  Beginning  .  . . 

According  to  the  official  legend, 
Joseph-Armand  Bombardier  first  be- 
gan work  on  the  snowmobile  after 
being    snowed    in    at    his    Valcourt, 


Quebec,  garage  during  an  emergency 
in  1926.  His  first  commercially  suc- 
cessful model  came  in  1936,  in  the 
form  of  a  bus-like  tractor.  It  wasn't  un- 
til 1959,  with  the  development  of  a 
small,  lightweight  engine,  that  the  pos- 
sibility arose  of  a  vehicle  selling  be- 
tween $500  and  $2,000. 

"We  had  developed  the  vehicle," 
explains  31-year-old  Laurent  Beaudoin 
in  his  thick  French-Canadian  accent, 
"and  we  went  into  the  American  mar- 
ket with  an  original  idea.  But  we 
didn't  only  bring  the  idea,  we  mar- 
keted it."  The  first  and  toughest  job 
was  convincing  people  they  needed 
the  machine.  With  a  young,  aggres- 
sive staft,  the  company  spent  heavily 
on  advertising,  promotion  and  dealer 
development.  They  went  anywhere  to 
demonstrate  their  invention— and  near- 
ly made  their  SKI-DOO  trademark  a 
generic  term  before  the  competition 
put  its  front  skis  on  the  snow. 

Once  the  imitators  arrived,  says 
Beaudoin,  "We  were  able  to  main- 
tain our  position  in  the  U.S.  because 
we  had  that  step  ahead.  We  knew 
long  before  the  others  that  this  was 
not  just  a  gimmick,  but  really  a  sport, 
really  an  industry.  I  think  the  Ameri- 
cans should  thank  us  for  the  new  in- 
dustry we  developed  in  their  country." 

The  main  advantage  was  in  the  ear- 
ly building  of  a  strong  dealer  net- 
work. Bombardier  established  10 
distributors  who  carefully  screened, 
selected  and  later  graded  the  fran- 
chised  dealers,  much  as  the  auto  in- 
dustry does.  With  a  luxury  item  like 
the  snowmobile,  guaranteed  service  is 
a  major  consideration  to  the  consumer. 
Only  early  starter  Polaris  and  estab- 
lished marine  dealers  like  Mercury  and 
Outboard  Marine  Corp.  have  been 
able  to  match  Bombardier's  dealer  and 
service  network  up  to  now.  And  deal- 
er strength  will  be  crucial  when  in- 
dustry growth  begins  to  slow  down. 

Laurent  Beaudoin,  who  became 
Bombardier's  president  in  1966  at 
age  28,  readily  admits  a  shake  out 
has  to  come,  but  feels  it  might  mean 
trouble  for   as  many   big   companies 


as  small.  "Like  any  other  industry, 
it's  not  only  the  things  you  can  buy 
with  money,"  explains  Beaudoin.  "It's 
an  industry  that  looks  very  simple. 
Everybody  looks  and  says:  'Gee,  we 
can  get  in  tomorrow  morning  and 
grab  everything.'  But  it's  not  that  sim- 
ple. The  advantage  we  have  over  all 
those  companies  is  that  we  eat  snow, 
we  know  snow,  and  are  snowmobilers 
ourselves."  What  Beaudoin  means  is 
that  in  Valcourt,  80  miles  southeast  of 
Montreal,  snow  and  snowmobiling  are 
a  way  of  life;  hut  the  same  is  true  in 
Ro.seau,  Minn.,  home  of  Polaris. 

Up  to  now  Beaudoin  has  concen- 
trated on  making  the  best  machine  at 
the  lowest  cost.  In  the  past  four  years 
he  has  acquired  almost  all  of  his  sup- 
pliers, climaxing  with  the  $30-million 
purchase  of  engine  maker  Rotax- 
Werk  AG  of  Austria  last  month,  for 
nearly  complete  vertical  integration. 
"If  there  is  any  price  war,"  he  says, 
"we  will  be  in  a  position  to  face  it. 
This  has  been  our  first  idea." 

After  Snow,  Whof? 

One  glaring  weakness  is  that  85%  of 
Bombardier's  sales  are  from  snowmo- 
biles, but  Beaudoin  says  he's  taking 
steps  to  diversify.  With  a  P/E  ratio 
of  21,  almost  no  debt  and  his  com- 
pany riding  the  crest  of  a  boom,  he 
realizes  that  now  is  the  time  to  move. 
He  already  has  a  small  industrial  di- 
vision which  shows  considerable  prom- 
ise. In  January  Bombardier  sold  25 
sidewalk  plows  to  New  York  City  for 
$8,000  each.  Beaudoin's  interest  in 
motorized  sport  extends  to  the  SEA- 
DOO,  a  kind  of  snowmobile  on  water, 
whose  production  began  on  a  limited 
basis  last  year.  Sales  are  expected  to 
reach  2,500  units  in  1970.  Recently 
test  drivers  at  Valcourt  were  also  run- 
ning all-terrain  buggies,  resembling 
teacups  on  over-inflated  wheels,  around 
the  research-center  track. 

Whether  Beaudoin  is  diversifying 
fast  enough  in  practice  is  a  question, 
but  he  certainly  has  nothing  against  it 
in  theory.  "General  Motors  and  Gen- 
eral Electric  in  a  way  are  conglomer- 
ates," he  says,  noting  that  Canadian 
antitrust  laws  are  much  less  severe 
than  American,  "and  that's  how  we'd 
do  it."  At  31,  Beaudoin  has  the  past 
and  present.  Now  he  must  make  sure 
that  an  overdose  of  quick  success 
doesn't  cloud  the  future.  ■ 
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Buy  American— Please 

U.S.  exports  remain  in  trouble.  Unfortunately,  there 
is  little  the  Administration  can  do  about  it. 


"They  have  a  nice  idea  over  in  Com- 
merce," said  the  man  from  Treasury, 
gesturing  vaguely  toward  the  rival 
department  across  Pennsylvania  Ave- 
nue. "They  fly  over  a  plane  full  of 
American  merchandise  and  let  the  na- 
tives come  and  feel  the  goods." 

The  trouble  is  the  natives  may  end 
up  buying  the  plane  instead. 

Whatever  successes  it  may  be 
achieving  in  other  fields,  the  Nixon 
Administration  is  making  little  head- 
vi^ay  in  dealing  with  the  persistent  lag 
in  U.S.  exports.  In  fact,  there  is  little 
it  can  do. 

Until  recently,  the  U.S.  enjoyed  a 
fat  export  surplus  of  some  $4  billion 
to  $5  billion  annually.  No  longer.  A 


cushion  of  only  about  $1  billion  was 
all  there  was  last  year  and  all  that  is 
likely  in  the  immediate  future.  The 
change  did  not  result  from  a  drop  in 
U.S.  exports— which  actually  rose 
about  10%— but  from  a  much  sharper 
rise  in  imports,  triggered  by  inflation 
that  made  the  price  of  imports  more 
attractive,  plus  a  growing  liking  for 
them  among  affluent  U.S.  consumers. 

"Sure,  this  Administration  wants  to 
do  something.  But  there's  no  agree- 
ment even  in  the  executive  branch. 
You  won't  find  a  difference  of  opinion 
in  Japan,"  says  a  top  Nixon  appointee. 

He  adds  a  bit  dolefully:  "Who's 
our  'export  man'  at  the  White  House? 
Henry  Kissinger.  And  he's  got  enough 


U.S.  Export  sUengih  is  greatest  in  big-ticket  items  like  jet  planes. 


to  think  about,  with  the  war  and  all." 

The  reason  for  the  Administration's 
conflicted  feelings  on  exports  is  that  it 
will  be  damned  if  it  does  and 
damned  if  it  doesn't  do  anything  in 
this  field.  Because  of  the  richness  of 
the  domestic  market,  American  busi- 
nessmen are  seldom  instinctively  ex- 
port-minded. Thus  exports  account  for 
just  5%  of  the  U.S.  gross  national 
product,  as  opposed  to  36%  for  Bel- 
gium and  24%  for  Germany. 

In  theory  at  least,  the  U.S.  export 
surplus  could  be  widened  temporarily 
by  discomaging  the  rising  tide  of  im- 
ports—but look  at  the  costs.  First,  it 
would  go  contrary  to  the  long-estab- 
lished national  policy  of  encouraging 
the  growth  of  world  trade.  Second,  it 
would  make  more  diflBcult  the  fight 
against  inflation,  by  denying  to  U.S. 
consumers  favorably  priced  foreign 
goods.  And  in  the  long  run— if  not  in 
the  short  run— it  would  be  self-defeat- 
ing, encouraging  counterrestrictions 
and  withholding  from  foreign  buyers 
the  means  of  buying  U.S.  goods. 

The  other  broad  alternative  would 
be  to  encourage  U.S.  exports  by  the 
veiled  subsidies— perhaps  on  financing 
—that  nearly  all  industrialized  foreign 
countries  employ.  The  nub  of  the 
problem  just  now  is  financing.  About 
one-fourth  of  last  year's  $37.5  billion 
in  U.S.  exports  moved  on  credit.  Indi- 
cations are  that  this  percentage  may 
jump  to  35%  by  1973,  when  exports 
will  probably  reach  $50  billion  mere- 
ly to  match  expected  import  growth. 
Together,  these  changes  would  de- 
mand close  to  $10  billion  more  in  ex- 
port financing. 

"Nowadays  even  the  wealthiest 
firms  demand  that  suppliers  oflFer 
terms,"  says  Don  Bostwick,  vice  presi- 
dent for  planning  and  export  expan- 
sion at  the  U.S.  Export-Import  Bank. 
'Tinancing  can  be  as  key  as  price  or 
quality.  Our  own  advisory  committee 
has  concluded  that  rates  are  not  near- 
ly as  important  as  the  fact  that 
credit  is  there." 

But  the  credit  side  of  the  national 
export  effort,  centered  around  the  Ex- 
port-Import Bank,  is  in  conflict  with 
the  Federal  Reserve's  "voluntary  for- 
eign credit  restraint  guidelines."  The 
Fed  has  eased  up  a  bit  in  the  last 
mondi  or  so.  As  Fed  Governor  An- 
drew F.  Brimmer  explains  it,  the  Fed 
refused  to  raise  the  "voluntary"  re- 
straints on  bank  lending  to  foreigners 
above  the  $10.1-biUion  general  ceil- 
ing. But  it  did  establish  a  separate 
(Continued  on  page  41) 
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n  1  mcin's  luxury  that  everybody 
a  afford, ..Once  only  the  nnost  expen- 

^omes  had  copper  plumbing  pipe 

■  ttings.  Not  today.  You  nowifind 
oer  plumbing  in  two-bedroom  bun- 
5  as  well  as  SO-room  mansions, 
ujood  reasons.  It  stays  clean,  free  of 
Jnal  scale  and  corrosion. ..lasts  al- 
It  forever.  And,  because  it's  so  easy 
Distall,  it's  competitive  with  "iron 
i|  ibing." 

As  one  of  the  nation's  largest  pro- 
leers  of  copper  pipe,  tubing,  valves 
IT  fittings  (one  of  our  large  mills  is  in 
£  Angeles),  Phelps  Dodge  has  pio- 
K  red  the  modern  and  efficient  produc- 
c  techniques  that  have  made  "copper 
Inbing"  economically  feasible  for  all. 

Look  around  and  you'll  also  find 
II  dreds  of  other  PD  products  at  work 
.'ir  high-voltage  power  transmission 
ries,  insulated  wire  and  low-voltage 
i  les,  aluminum  conduit,  telephone 
I  coaxial  cable,  magnet  wire,  con- 
^'^'-  and  heat  exchanger  tubes,  gas 
jid  tubing. ..all  our  copper,  alumi- 
I  n  and  alloy  products  serving  America 
■  fTwhere. 


:  'PER.  ALUMINUM  AND  ALLOY  PRODUCTS 


(Continued  from  page  36) 
ceiling  to  allow  $1.3  billion  more  for 
brand-new  export  loans. 

Even  this  small  victory,  however, 
was  not  won  without  scars.  "Sure 
we're  happy  with  the  new  Fed  pro- 
gram," says  Ex-Im  Chairman  Henry 
Kearns,  .58,  a  Nixon  appointee  from 
California  who  made  his  bundle  in 
engineering  in  Thailand.  "When  some- 
one stops  hitting  you  on  the  head, 
you  always  feel  better." 

Kearns  stretches  his  resources  as 
far  as  possible.  He  rounds  up  50  to 
60  businessmen,  especially  small-city 
bankers,  for  one-day  seminars  on  the 
blessings  of  foreign  trade.  One  object 
is  to  get  them  to  take  part  in  the  Ex- 
Im's  financial  guarantee  program,  un- 
der which  an  exporter  applying  for 
one  of  the  Ex-Im's  6%  long-term  loans 
must  get  at  least  half  his  financing 
from  commercial  banks. 

One  part  of  the  U.S.  foreign  trade 
program— the  promotion  effort,  head- 
ed by  Assistant  Secretary  of  Com- 
merce Kenneth  N.  Davis,  a  former 
treasurer  of  IBM— seems  to  be  in  fair- 
ly good  shape.  This  year  Davis'  pro- 
moters will  have  about  $4  million 
more  for  putting  on  trade  shows,  up 
from  last  year's  •$15-million  budget 
that  financed  68  shows  and  generat- 
ed some  $200  million  in  exports.  But 


there    is    obviously    a    limit    to    what 
promotion  alone  can  achieve. 

The  immediate  prospect  is  for  the 
U.S.  export  program  to  get  more 
specialized,  concentrating  on  Latin 
America  and  the  Far  East  and  on 
capital  goods  like  air-conditioning  and 
food-processing  equipment.  But  the 
biggest  push  will  be  on  big,  compli- 
cated items  like  jet  aircraft  and  nu- 
clear power  plants,  probably  financed 
through  the  Private  Export  Financing 
Corp.  (PEFCO),  a  long-term  lending 
operation  backed  jointly  by  the  Ex- 
Im  and  commercial  banks. 

The  Yankee  Coupon  Clipper 

The  most  promising  U.S.  export  in 
the  long  run,  however,  is  an  invisible 
one— capital.  For  a  time  recently  it 
looked  as  though  all  controls  on  over- 
seas investing  would  be  scrapped,  only 
to  have  the  Administration  bow  at  the 
last  minute  to  pressure  from  the  Fed 
and  from  the  Treasury's  gold-watchers. 
As  a  result,  only  a  moderate  easing  of 
dollar-outflow  controls  is  in  prospect 
for  1970.  But  the  disadvantages  of 
any  program  to  raise  physical  exports 
or  curtail  imports  almost  guarantee 
that,  in  the  long  run,  the  export  of 
capital  will  become  the  last,  best  hope 
to  maintain  balanced,  growing  U.S. 
commerce  with  the  rest  of  the  world.  ■ 


Medium-Sized  Giant- 


v.. 


With  a  flourish  of  trumpets  last 
month,  after  nearly  three  years  of 
working  out  the  details.  Chairman 
James  W.  Bergford  of  the  Bankers 
Association  for  Foreign  Trade  Com- 
mittee announced  formation  of  a 
40-bank  national  consortium  to  be- 
come shareholders  in  the  new  Pri- 
vate Export  Finance  Corp.  The 
banks  will  buy  $10  million-$1.5  mil- 
lion of  PEFCO  stock.  Becau.se  the 
plan  means  forming  a  bank  cartel, 
advance  approval  was  got  from 
Justice  and  the  Federal  Reserve. 

PEFCO's  purpose  will  be  to  fi- 
nance the  export  of  big-ticket  items 
like  jet  transports.  Up  until  now  the 
Export-Import  Bank  has  handled 
the  lion's  share  of  such  financing, 
not  because  the  banks  spurned  the 
business  but  because  the  necessary 
money  was  hard  to  come  by.  More- 
over, foreign  governments  often 
subsidized  aircraft  purchases  by 
their  own  national  airlines,  thus 
bypassing  commercial  financing. 

Jet  aircraft  alone,  it  is  estimat- 
ed, could  swell  the  U.S.  balance 
of  payments  by  over  $10  billion 
during  the  1970s;  and  it  becomes 
urgent  to  secure  the  maximum 
improvement  since  it  now  appears 
that  the  British-French  Concorde 
will    have     the     supersonic    mar- 


ket to  itself  for  at  least  five  years. 

While  the  banks  got  more  lee- 
way on  the  export  items  they  could 
bring  under  the  plan,  PEFCO  has 
been  trimmed  in  size  because  of 
tight  money.  For  the  moment 
PEFCO's  capital,  says  Bergford, 
"will  be  limited  to  $15  million  rath- 
er than  the  $30  million  originally 
contemplated."  That  could  force 
PEFCO  to  go  to  double  the  lever- 
age it  planned.  Bergford  also  avoid- 
ed estimating  how  much  PEFCO 
might  finance  in  its  first  year,  saying 
only  that  "it  is  possible  that  assets 
might  reach  $2  billion  in  five  years." 

What  cooled  off  the  interest  of 
the  14  banks  that  decided  not  to 
participate?  For  one  thing,  tight 
money,  which  makes  it  more  attrac- 
tive to  lend  here.  For  another,  in- 
vestors can  now  lose  up  to  75%  of 
their  equity  investment;  originally 
it  was  to  have  been  less,  with  the 
Ex-Im  Bank  guaranteeing  the  rest. 
Finally,  the  Government  added  sev- 
eral restrictive  regulations. 

Barely  a  year  ago  the  talk  had  it 
that  PEFCO  would  be  "a  vast  CIT- 
type  financial  holding  company  op- 
eration" that  would  virtually  solve 
the  balance-of-payments  problem. 
For  the  moment,  at  least,  it  seems 
more  like  a  holding  action. 


"^ 
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Faces  Behind  the  Figures 


Gef  Profits 

It's  a  real  sign  of  change  when 
an  old  company  like  Chicago's  In- 
ternational Harvester  goes  outside 
to  get  a  top  executive.  After  look- 
ing more  than  a  year  for  someone 
to  head  its  vital  truck  division, 
IHC  last  November  finally  recruited 
Canadian-born  Keith  P.  Mazurek, 
45,  then  executive  vice  president 
of  Chrysler  of  Canada.  The  new 
job  is  no  sinecure,  for  IHC's  truck 
division,  which  provides  nearly 
half  the  company's  $2.7-billion 
sales  and  still  more  of  its  $63.8- 
million  profit,  is  in  trouble.  Last 
year,  while  industry  sales  rose 
briskly,  IHC's  fell.  At  the  ten-month 
point  it  was  down  in  every  weight 
class  save  extra-heavy. 

Mazurek  hopes  to  adopt  some 
passenger-car  industry  techniques 
to  IHC's  somewhat  hidebound  or- 
ganization. "Look  at  a  Plymouth 
Valiant,"  he  says,  speaking  from 
experience.  "You  need  a  micro- 
scope to  find  the  profit  margin.  So 
you  cannot  allow  any  unnecessary 
costs.  With  a  truck,  there's  a  lot 
more  margin,  so  these  factors  don't 
seem    as    important.    But    maybe 


some  of  the  same  principles  apply." 
Again,  Mazurek  does  not  propose 
to  shorten  IHC's  product  line,  the 
widest  in  the  industry,  but  he  may 
rearrange  its  manufacturing  pat- 
terns. "We  may  have  one  plant  for 
smaller  units,"  he  says,  "another  for 
heavy  trucks,  a  third  for  still  heavi- 
er trucks."  He  may  even  split  IHC's 
maiketing  organization  into  two 
parts.  "We  have  some  heavy-truck 
dealers  who  are  absolutely  no  good 
at  selling  hght  trucks,  and  vice 
versa,"  Mazurek  says.  "So  we  may 
go  to  separate  franchises." 

Mazurek  doesn't  have  to  worry 
much  about  volume.  At  $1.3  bil- 
lion-plus, IHC's  truck  division  is 
still  the  biggest  in  the  heavy-truck 
industry.  Moreover,  IHC  has  other 
strengths:  a  corps  of  satisfied  cus- 
tomers, a  strong  service  organiza- 
tion and  top-notch  engineering.  So 
far,  IHC's  market  slippage  is  slight, 
and  its  sales  perked  up  as  model 
year  1970  began  in  October.  You 
can  describe  Mazurek's  assignment 
in  two  short  words:  Get  Profits. 
Overall,  IHC's  net  profit  was  barely 
2  cents  on  the  dollar  vs.  3  cents 
for  rival  White  Motor,  a  similar 
but  smaller  company.  ■ 


Keith  P.  Mazurek 


A  Need  Is  Not  a 
Market— Not  Yet 

The  approach  of  American  busi- 
ness to  urban  and  social  problems 
is  littered  with  rhetoric  and  defeat. 
Dr.  Ruben  F.  Mettler,  the  45-year- 
old  Caltech  Ph.D.  (in  electrical 
and  aeronautical  engineering)  who 
last  December  was  elected  presi- 
dent of  TRW,  Inc.,  thinks  the 
problem  is  one  of  timing.  "A  need 
is  not  a  market,"  Mettler  points  out, 
"not  right  away  at  least.  Our 
cities  have  desperate  needs,  but 
there  isn't  a  market  there  yet,  not 
yet."  As  Mettler  sees  it,  too  many 
companies  have  come  up  with  de- 
vices—recall the  teaching-machine 
craze?— which  according  to  ap- 
parent need  should  sell  millions. 
"Who  buys  them?  Nobody." 

TRW's  stategy,  says  its  new 
president  (.57-year-old  Chairman 
Horace  Shepard  is  chief  executive), 
is  to  take  on  study  contracts  for 
things  like  a  northeast  corridor 
transportation  system  or  a  new 
town  in  Ontario  in  TRW's  Civil 
Systems  operation.  "Civil  Systems  is 
a  profitable  business,"  Mettler  de- 
clares,   "but    our    real    underlying 


strategy  is  to  understand  what  is 
needed  to  help  create  a  market  for 
our  electronic  components  or  our 
transportation  equipment." 

TRW  seems  well  suited  to  such 
wedding  of  think-tank  projects  to 
assembly-line  production.  Created 
out  of  a  1958  merger  of  Los  An- 
geles' Ramo-Wooldridge  in  elec- 
tronic technology  and  Cleveland's 
Thompson  Products,  an  auto-  and 
airplane-parts  maker,  TRW  has 
grown  into  a  $1.6-billion-sales  com- 
pany with  earnings  last  year  of 
some  $80  million.  Mettler  points 
to  lasers  and  computers  used  on 
TRW's  assembly  lines  as  proof  of 
cross-fertilization  between  the  West 
Coast's  electronics  and  the  Mid- 
west's "mechanical  arts."  But  he  is 
mindful  of  public  disillusionment 
with  companies  like  Litton  and 
General  Learning  for  their  claims 
about  radical  new  technologies. 

So  TRW  is  trying  to  avoid  ex- 
tremes of  rhetoric.  But  it  remains 
convinced  that  its  experience  at 
both  ends  of  the  spectrum— in  mass 
production  and  systems  planning— 
must  inevitably  yield  results  in  civ- 
il systems.  When?  "Before  the  end 
of  the  Seventies,"  says  Mettler.  ■ 


Ruben  F.  Mettler 
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/  The  Hot  Seaf 

Ix  T.\KiNG  charge  of  Monsanto's 
textile  division  last  June,  Dr.  Louis 
Fernandez,  45,  moved  into  one  of 
the  real  hot  seats  in  that  troubled 
industr) .  After  all,  the  textile  di\i- 
sion,  which  pro\ides  30?  of  Mon- 
santo's $1.8  billion  in  sales,  was 
mainly  responsible  for  the  compa- 
ny's almost  10%  earnings  decline 
since  1965.  True,  fiber  earn- 
ings are  off  almost  e\erywhere;  but 
competitors  say  that  Monsanto  has 
been  uncommonly  slow  to  respond 
to  industr\  trends.  Thus,  it  has  not 
been  entireh  clear  just  how  much 
of  Monsanto's  decline  stemmed 
from  price  and  capacity  problems 
that  afflict  everybody  in  the  in- 
dustry and  how  much  from  Mon- 
santo's own  managerial  faults. 
Fernandez'  appointment  signaled 
the  company's  determination  that, 
henceforth  at  least,  the  fault  would 


Louis  Fernandez 


not  be  Monsanto's. 

To  that  end,  Fernandez  has  re- 
cently announced  what  he  called  a 
"fundamental  restructiuing"  of  the 
fiber  division.    Instead  of  organiz- 


ing the  division  by  fiber  type- 
nylon,  acrylic  and  polyester— Fer- 
nandez reorganized  it  by  end-use 
or  by  the  market— carpet  and  home 
furnishings,  apparel  and  industrial, 
and  tires.  In  this  way,  Fernandez 
hopes  to  tune  Monsanto's  $525- 
million  operations  more  acutely  to 
the  demands  of  the  market. 

A  Ph.D.  in  chemistry  who  started 
in  research  and  later  headed  up 
the  inorganic  chemicals  division, 
Fernandez  moved  up  in  the  com- 
pany through  development  and 
marketing.  Of  his  new  job  he  says: 
"Before,  the  programs  weren't  well 
enough  coordinated.  Now  we 
should  react  better  and  more  quick- 
ly to  customer  needs." 

Fernandez,  however,  has  no  illu- 
sions. He  foresees  tougher  compe- 
tition, a  further  slackening  of  the 
growth  in  fiber  demand  and  a  pos- 
sible shakeout  in  the  number  of 
companies  in  the  business.  ■ 


New  Role  for  the  AEC? 

If  the  Atomic  Energy  Commission 
were  a  publicly  held  company,  its 
stock  might  be  booming  now.  Be- 
cause of  the  AEC's  nuclear  energy 
knowhow?  No.  The  glamour  of  its 
antipollution  operations. 

"W'e  are  the  largest— and  proba- 
bly the  oldest— environmental  in- 
stitute in  the  country,"  declares  Dr. 
Alvin  Weinberg,  the  dapper  and 
assertive  director  of  Oak  Ridge 
(Tenn.)  National  Laboratory.  For 
two  decades,  when  few  people 
were  interested,  AEC  scientists 
were  dutifully  exploring  and  mon- 
itoring such  lately  popular  subjects 
as  ecology,  both  plant  and  human, 
and  environmental  controls.  In  the 
last  year  alone  Oak  Ridge  has  spent 
$9  million  on  such  projects. 

AEC  policy  has  been  to  make 
much  of  its  research  available  to 
industiy.  This  has  certainly  facili- 
tated the  growth  in  the  nuclear- 
ena^'  field  of  such  giants  as  West- 
ingnouse  and  General  Electric.  Sim- 
ilar environmental  spin-offs  from 
the  lab  into  industry  may  follow. 

One  potential  product  exempli- 
fies a  new  approach  to  sewage  dis- 
posal, with  an  experimental  model 
already  working  in  municipal  Oak 
Ridge.  The  process  removes  pure 
water  from  the  sewage,  using  an 
improved  "hyperfilti-ation"  system. 
"I'm  sure  it  won't  be  long  before 
someone  is  manufacturing  the  plant 


commercially,"  says  Weinberg,  a 
career  physicist  whose  connections 
with  AEC  date  back  to  1947. 

Weinberg  is  trying  to  encour- 
age people  to  think  of  Oak  Ridge 
as  a  "national  environmental  labo- 
ratory" in  addition  to  its  nuclear 
energy  role.  It  is  in  environmental 
studies  because  it  had  to  be:  Radio- 
activity may  be  the  ultimate  pollu- 
tant. But  Weinberg  also  believes 
Oak  Ridge's  detachment  from 
things  commercial  makes  it  a  natu- 
ral for  the  field.  "It  is  glaringly  ap- 
parent," he  explains,  "that  such  a 
complex  topic  as  man's  environ- 
ment demands  a  systematic,  de- 
tached interdisciplinary  approach. 
We  have  it." 

Is  the  Atomic  Energy  Commis- 
sion trying,  in  typical  bureaucratic 
fashion,  to  horn  in  on  what  prom- 
ises to  be  a  very  good  new  field  for 
business?  Not  at  all,  argues  Wein- 
berg: As  in  atomic  energy.  Oak 
Ridge  can  do  things  in  environmen- 
tal control  that  it  would  not  pay 
private  industry  to  do,  thus  paving 
the  way  for  private  industry  to  get 
in  at  the  hardware  level. 

The  lab's  scientific  orientation 
spreads  into  municipal  Oak  Ridge. 
On  a  men's  room  door,  where  less- 
er beings  would  scribble  earthy 
rhymes  or  comments,  is  written: 
"X=ab"  X  Xg  \/2-a  =  a-b  +  X\" 

2^^a 
To  which  a  later  reader  has  add- 
ed: "Incorrect."  ■ 


Alvin  Weinberg 
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Faces  Behind  the  Figures 


Country  Slicker 

The  Mercantile-Safe  Deposit  & 
Trust  of  Baltimore  is  a  rather  small 
bank  as  banks  go.  It  has  just  six 
branches  and  assets  of  about  S285 
million,  but  don't  be  put  off:  The 
Mercantile  is  one  of  the  real  Amer- 
ican power  centers,  although  you 
wouldn't  know  it  talking  to  Chair- 
man William  E.  McGuirk  Jr.,  52. 
McGuirk,  an  irascible  man,  Ijridles 
when  anyone  suggests  that  the 
Mercantile  wields  power  out  of  all 
relation  to  its  size.  "We're  just  poor 
little  country  fellas  trying  to  make 
a  living, "  he  snaps.  Bill  McGuirk  is 
being  a  bit  modest. 

The  Mercantile  is  tlic  trust  com- 
pany of  Baltimore  in  the  same  way 
that  the  Old  Colonx'  Trust  or  the 
Cleveland  Trust  are  the  trust  com- 
panies of  Boston  and  Cleveland. 
Explains  one  Baltimore  business 
leader:  "The  Mercantile  has  more 
trust  l)usiness  than  all  the  other 
banks  in  Baltimore  put  together, 
even  though  in  the  banking  end 
they  may  l>e  only  about  fourth- 
largest."  According  to  the  latest 
available  figures,  soiue  68.4%  of  all 
private  trust  account  assets  in  Balti- 
more, or  about  •$2..'3  billion,  is  held 
l)y  the  Mercantile. 

Among  other  things,  the  Mer- 
cantile holds  in  trust  accounts  52't 
of  the  Atlantic  C'oast  Line  Co., 
which  in  turn  owns  15.3%  of  the 
stock  of  the  $1.2-billion  Seaboard 
CoastLine  Railroad  of  which  Bill 
McGuirk  is  a  board  member  and 
chaimian  of  the  executive  commit- 
tee. Does  Mercantile  control  the 
railroad?  "Absolutely  not,"  McGuirk 
insists.  "I  would  deny  that  on  all 
stacks  of  bibles.  It's  the  kind  of 
myth  that  just  because  I  might  be 
a  director  of  two  companies  that 
therefore  I  control  both  companies 
and  therefore  it's  an  evil  conspir- 
acy—an interlocking  directorate. 
That's  just  a  lot  of  garbage!" 

Garbage?  It  may  not  matter  that 
Mercantile  has  interlocking  direc- 
torships with  24  major  companies, 
but  it  does  matter  that  it  holds 
5%  or  luore  of  the  stock  in  213 
.separate  companies  as  of  1967, 
according  to  a  mid- 1968  House  of 
Representatives  Banking  &  Curren- 
cy Committee  report.  Among  the 
Mercantile's  more  significant  hold- 
ings, in  addition  to  Seal>oard  Coast- 
Line:  A.E.  Staley  (52.9%),  Mount 
Vernon  Mills  (23.2%),  Sun  Life 
Insurance   (13%),  Life  &  Casualty 


William  E.  McGuirk  Jr. 


of  Tennessee  (12.9%),  Monumental 
Life  (27.4%),  U.S.  Fidehty  & 
Guaranty  (7.1%),  Fidelity  &  Depo.s- 
it  of  Maryland  (22.2%),  Commer- 
cial Credit  (now  merged  with  Con- 
trol Data:  6.9%),  R.J.  Reynolds 
(4.9%),  Black  &  Decker  (4.5%).  In- 
terestingly, many  of  the  life  insur- 
ance companies  in  which  Mercan- 
tile has  major  holdings  also  hold 
large  blocks  of  stock  in  the  same 
companies. 

And  who  ccmtrols  Mercantile? 
Says  a  man  who  knows  Baltimore 
well:  "I  think  they  have  trouble  not 
contiolling  themselves,  let's  put  it 
that  wa\'.  It's  such  an  old  institu- 
tion that  they  keep  inheriting  their 
own  stock  in  the  trust  estates."  Bill 


McGuiik  can't  seem  to  remember 
how  much  of  the  Mercantile's  stock 
is  held  in  trust  at  the  Mercantile. 
"From  time  to  time  somebody  here 
dies  and  has  a  little  of  our  stock 
and  it  gets  left  into  a  trust,"  he 
says.  "It  isn't  too  significant  from 
my  point  of  view."  According  to 
a  report  issued  in  1968  by  the 
House  of  Representatives,  the  Mer- 
cantile holds  no  less  than  41%  of 
its  own  stock  in  trust. 

Bill  McGuirk  wishes  people 
would  stop  harping  on  these  mat- 
ters and  accept  his  view  about 
"poor  little  countiy  fellas."  All  he 
will  say  about  his  bank  is  that  it 
is  "just  an  extremely  well-run  in- 
stitution. Excellent  management!"  ■ 
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Nixon's  Tax  Man 

Though  he  has  gone  largely  un- 
noticed in  the  rash  of  more  glam- 
orous Nixon  appointments  and  in 
the  fuss  over  the  new  tax  bill, 
Randolph  \V.  Thrower  occupies  a 
key  spot  in  the  Administration. 
Thrower,  a  quietly  handsome  56- 
year-old  former  Atlanta  tax  lawyer, 
is  XLxon's  Commissioner  of  Internal 
Revenue.  What  does  Thrower  think 
about  the  complex  new  tax  bill  he 
is  going  to  have  to  administer?  His 
answers  are  in  keeping  with  his 
deliberate,  restrained  personality: 

"From  the  \iewpoint  of  a  legis- 
lative purist,  I  might  feel  a  broad- 
er, more  comprehensi\  e  bill  could 
have  been  developed.  But  there 
was  a  climate  last  year  when  the 
Congress,  the  Administration  and 
the  people  were  all  in  harmony  in 
desiring  reform.  It  was  a  political 
question  how  long  this  climate 
could  be  restrained. "  Translated 
from  lawyer  talk,  this  means  the 
bill  could  have  been  smoother  but 
\ou  had  to  work  fast. 

How  hard  to  administer  will  the 
new  tax  bill  be?  "You  have  to  do 


it  to  find  out,"  Thrower  responds. 
"We  have  no  precedent  for  legisla- 
tion of  this  magnitude  going 
through  in  so  short  a  time."  The 
IRS  must  rewrite  40-odd  tax  regu- 
lations retroactively  in  effect  for 
1969,  plus  more  than  250  effective 
in  1970.  Already  it  has  distributed 
over  2  million  handbooks  to  ex- 
plain the  simpler  changes.  Throw- 
er isn't  sure  which  taxpayers  face 
the  most  headaches  under  the  new 
bill,  though  he  suspects  the  foun- 
dations may  prove  to  be  up  near 
the  head  of  the  list. 

The  job  calls  for  patience  and  a 
long  view,  and  Thrower  has  shown 
he  has  both.  Bucking  the  Gold- 
water  tide  in  Atlanta  in  1964  cost 
him  a  seat  on  the  Republican  Na- 
tional Committee.  But  partly  by 
serving  on  the  American  Bar  As- 
sociation's tax  committee,  he  came 
to  top  Republican  notice  again,  in- 
cluding Southern  strategist  John 
Mitchell.  Thus  he  soon  made  it  to 
his  third-floor  office  in  the  dull- 
grey  IRS  building  overlooking 
Washington's  Constitution  Avenue. 

For  comic  relief,  Thrower  has 
the  cranks  who  begin  to  appear  at 


Randolph  W.  Thrower 


the  IRS  early  each  year.  The  first 
of  1970  was  a  woman  with  docu- 
ments purporting  to  show  that  she 
already  owned  the  U.S.  and  hence 
need  pay  no  taxes.  Patiently,  the 
IRS  disabused  her.  ■ 


Low  Profile 

The  coNGLOMERATio.N  ARTISTS  have 
been  trying  for  a  low  profile  late- 
ly; their  image  isn't  too  good  these 
days.  P.M.  "Sandy"  Grieve,  the 
41 -year-old  president  of  Questor 
Corp.,  understands  this  full  well, 
and  so  he  likes  to  talk  about  his 
conglomerate  as  the  very  soul  of 
solid,  old-school  management. 
Sandy  Grieve  prefers  to  talk  about 
Questor  as  a  "packaged  consumer 
goods"  company  even  though  it 
looks  for  all  the  world  like  the 
typical  hodgepodge. 

Starting  as  a  major  maker  and 
marketer  of  replacement  exhaust 
pipes  for  autos.  Grieve  has  in  the 
past  few  years  conglomerated  into 
baby  bottle  nipples  ("Evenflo"), 
piston  rings,  sporting  goods  (A.G. 
Spalding),  toys,  books  (Piatt  & 
Munk).  W'hat  do  all  these  com- 
panies have  in  common  so  that 
Questor  shouldn't  be  regarded  as 
an  agglomerate?  "Inventories,"  says 
Grieve.  "We  don't  have  to  be  golf 
club  experts  to  worry  if  we  see 
three- year-old  golf  clubs  in  inven-' 
tory."  You've  got  to  admit  that  is 
an  interesting  argument. 

Funny   thing   is,    Sandy   Grieve 


doesn't  look  conservative.  He  sports 
flowing  sideburns,  tight-waisted 
double-breasted  "mod"  suits.  The 
reason  he  came  to  Questor  is 
this:  Questor  had  been  a  very 
profitable,  privately  held  single- 
product  company  called  AP  Parts, 

P.M.  Grieve 
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which  was  to  replacement  exhaust 
pipes  what  General  Motors  is  to 
automobiles.  Paul  Putman,  chair- 
man and  son-in-law  of  AP  Parts' 
owner-founder  John  Goerlich,  had 
run  into  trouble  trying  to  make  ac- 
quisitions. He  remembered  his  fra- 
ternity brother  (Kappa  Sigma, 
Northwestern,  1950)  Sandy  Grieve, 
who  had  gone  into  management 
consulting  and  had  done  acquisi- 
tion work  for  another  small,  pri- 
vately held  midwestern  company. 

Is  the  Goerlich  family,  which 
owns  nearly  40%  of  Questor's 
shares,  happy  with  their  new 
president?  For  a  while  they  had 
every  reason  to  be.  After  Grieve 
took  over  in  1967  he  began  mak- 
ing acquisitions,  and  changed  the 
company's  name  first  to  Dunhill 
International,  then  to  Questor.  The 
stock  soared  from  15  to  35— rais- 
ing the  market  value  of  the  Goer- 
lich holdings  from  around  $45  mil- 
lion to  well  over  $100  million. 
But  now,  with  conglomerates  out 
of  favor,  Questor  stock  is  back  to 
15  and  the  controlling  family  is— 
on  paper  at  least— $55  million 
poorer.  No  wonder  Sandy  Grieve 
—for  all  his  mod  suits— is  trying  to 
keep  a  low  profile  these  days.  ■ 
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Man  in  the  Middle 

As  Nixon's  Top  Man  at  the  Federal  Trade  Commission,  Caspar  Weinberger 
isn't  liliely  to  malie  eittier  ttie  businessmen  or  the  reformers  entirely  happy. 


When  Nader's  Raiders,  disgruntled 
consumer  groups,  equally  disgruntled 
businessmen  and  a  special  panel  of 
the  American  Bar  Association  ap- 
pointed at  the  request  of  President 
Richard  M.  Nixon,  agree  that  some- 
thing is  amiss  at  the  Federal  Trade 
Commission,  it's  reasonable  to  assume 
that  something  well  may  be.  In  fact, 
last  year  several  of  the  men  around 
the  President  advised  him  to  let  the 
54-year-old  bureaucracy  simply  lan- 
guish away,  appointing  as  chairman  a 
man  who  would  perform  the  functions 
of  a  geriatric  nurse. 

Instead,  the  President  chose  to  re- 
suscitate the  agency.  He  telephoned 
his  fellow  Californian,  52-year-old 
Caspar  W.  Weinberger,  Governor  Ron- 
ald Reagan's  finance  director;  and 
Cap  Weinberger,  who  had  sworn  that, 
once  he  left  Reagan's  office,  he  would 
never  hold  another  government  job 
again,  accepted.  "My  wife,"  he  now 
recalls  with  a  smile,  "said  I  had  no 
character  at  all." 

California's  tangled  finances  were 
nothing,  however,  to  the  mess  Wein- 
berger now  faces.  The  FTC  is  charged 
by  law  with  two  major  duties— both 
of  them  of  vital  concern  to  consumers 
and  businessmen  alike.  The  first  is  pro- 
tecting consumers  against  dangerous 
products  and  misleading  advertising. 
(And,  obviously,  consumer  groups  and 
businessmen  don't  always  agree  with 
the  agency  on  which  products  are 
dangerous  or  what  advertising  is  mis- 
leading.) The  second  is  protecting 
small  businessmen  from  what  the 
FTC  considers  unfair  competition. 
Under  the  Robinson-Patman  Act, 
which  has  been  on  the  books  for  al- 
most 35  years,  the  FTC  can  move  to 
prevent  big  companies  from  offering 
what  it  considers  ruinously  low  prices 
on  goods  when  it  believes  the  aim 
has  been  to  take  over  a  market.  (A 
job  that  involves  opinion  as  much 
as  fact.) 

fit  the  Middle 

If  a  flock  of  angels  descended  from 
heaven  and  took  over  the  Federal 
Trade  Commission,  it  still  would  be  a 
center  of  controversy,  for  any  deci- 
sion it  made  would  be  bound  to  in- 
furiate someone— if  not  consumers, 
then  businessmen;  if  not  small  com- 
panies, then  big  companies.  However, 
every  group  that  has  studied  the  FTC 
in  recent  years  has  criticized  the  staflF. 

Nader's  Raiders,  of  course,  have 
never  been  noted  for  understatement. 
In  a  report  on  the  FTC,  they  angrily 
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charged  ex-chairman  Paul  Rand  Dix- 
on's staff  with  cronyism,  alcoholism, 
absenteeism,  etc.  However,  the  Amer- 
ican Bar  Association's  report  to  Presi- 
dent Nixon  was  strong,  too.  Among 
other  things,  it  said: 

"A  majority  of  the  present  FTC 
commissioners  advised  us  that  some 
bureau  and  division  chiefs  are  incom- 
petent. We  beheve  that  this  is  at- 
tributable in  part  to  the  policy  pur- 
sued in  the  last  six  or  eight  years  of 
promoting  almost  exclusively  from 
within  ...  It  is  our  impression  that 
there  are  too  many  instances  of  in- 
competency in  the  agency,  particu- 
larly in  senior  staff  positions." 

This  question  of  staff  competency 
is  extremely  important,  because  the 
FTC  has  such  a  small  one,  with  only 
600  professionals.  Yet,  it  must  handle 
everything  from  fur-labeling  to  super- 
market price-tagging. 

Over  the  years,  largely  because  so 
many  FTC  decisions  must  involve 
opinions  as  well  as  facts,  splits  have 
developed  in  the  Commission,  and 
these  have  resulted  in  public  disputes. 
Said    the    ABA    panel:    "There    does 


come  a  time  at  which  bitter  public 
statements  reflecting  disunity  among 
contmissioners  begin  to  affect  per- 
formance. .  ." 

Politics,  the  report  said,  was  an- 
other reason  for  the  FTC's  inefficiency. 
One  commissioner  was  quoted  as  say- 
ing the  agency  used  a  "mailbag"  ap- 
proach. What  he  meant  was  that, 
when  a  voter  writes  a  complaint  to 
his  congressman  and  the  congressman 
forwards  the  letter  to  the  FTC,  it  gets 
priority  over  long-standing  cases. 

The  ABA  report  was  a  report  of 
failure:  Failure  of  the  FTC  to  de- 
velop a  logical  system  of  planning 
and  priorities;  failure  in  the  field  of 
antimerger  enforcement;  failure  to  pro- 
tect consumers  from  misleading  adver- 
tising and  shoddy  business  practices. 

Why  did  Cap  Weinberger  want  to 
step  into  a  mess  like  that  at  a  time 
when  he  was  preparing  to  return  to 
his  lucrative  corporate  law  practice 
in  San  Francisco?  Everyone  who 
knows  him  agrees  on  the  answer:  He 
couldn't  say  no  to  the  President;  he 
wanted  to  prove  he  could  manage 
any  job,  no  matter  how  tough. 


Cop  Weinberger  {right)  acts— and  ///ces  to  look—superefficier^t. 
But  he  somehow  mar^aged  to  raise  his  left  hand  when  he  was  sworn  in 
{in  the  presence  of  a  fellow  Californian)  as  new  chairman  of  the  be- 
leaguered Federal  Trade  Commission.  With  his  pinched  tie  and  sober 
suits,  he's  the  odd  Californian  who  likes  to  work  in  an  unheated  office. 
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^  His  first  job,  as  Weinberger  sees 
it,  is  building  up  the  FTC  staff.  As- 
sisting him  is  another  Califomian,  Wil- 
liam P.  Clark,  as  a  head-hunter.  Here 
is  how  Judge  Clark  sees  the  situation: 
"My  analysis  is  that  the  FTC  is  at- 
tome\-poor.  It's  also  lacking  admin- 
istrative abilities.  We're  looking  for 
six  people  willing  to  come  into  execu- 
tive but  unspecified  positions.  W'e're 
not  looking  for  people  to  put  into  e.\- 
isting  boxes— later  they'll  jump  into  a 
particular  box.  We  hope  we'll  he  able 
to  take  some  of  them  away  from  their 
present  employers  and  put  them  in 
public  ser\  ice.' 

Meanwhile,  Weinlierger  is  attempt- 
ing to  build  a  fire  under  his  existing 
staff  by  making  them  know  that  he 
wants  things  done  now,  not  later.  At 
his  very  first  meeting  with  the  FTC, 
he  startled  at  least  one  commissioner. 

"It  was  a  revelation,"  this  commis- 
sioner recalls.  "We  were  talking  about 
a  case  and  someone  suggested  the  stafl 
work  up  something  on  it.  Weinberger 
said  good,  how  about  next  week? 
They're  just  not  used  to  hearing  that 
around  here." 

Weinberger  has  been  making  a 
close  personal  study  of  the  Commis- 
sion. He  hopes  by  June  to  have  reor- 
ganized procedures  in  order  to  make 
possible  a  speedup  in  the  processing 
of  complaints. 

Weinberger  can't  do  anything  about 
the  Commission  itself  for  a  while.  The 
only  other  Republican  is  Miss  Mary 
Gardiner  Jones,  and  she  is  considered 
just  a  nominal  Republican  because 
she  was  appointed  by  President  John- 
son. However,  when  the  term  of  Com- 
missioner Philip  Elman,  a  Democrat, 
expires  in  September,  President  Nix- 
on will  be  able  to  appoint  a  third 
Republican,  giving  Weinberger  a 
weak  majority  on  the  fi%e-man  board. 

Whose  Turf? 

The  FTC,  of  course,  shares  with 
the  Justice  Department  under  Assist- 
ant Attorney  General  Richard  W.  Mc- 
•  Laren,  the  antitrust  responsibilities. 
Weinberger  clearly  doesn't  intend  to 
be  a  junior  partner. 

"We  should  continue  to  be  the 
watchdog  agency,"  says  Weinberger. 
"That  means  we  should  prevent  over- 
lap. When  a  merger  case  comes  up, 
we  have  an  interagency  committee  to 
work  out  who  will  handle  it.  At  this 
point  we're  working  together  well." 

The  ABA  panel  felt  that  the  Jus- 
tice Department  should  handle  such 
clearly  illegal  situations  as  price-fixing 
cartels,  but  that  the  FTC  was  better 
equipped  to  handle  cases  where  there 
are  no  clear  legal  precedents  or 
where  the  question  of  monopolistic 
practice  hinged  mainly  on  "compli- 
cated economic  analysis." 


Weinberger  says  his  agency 
"doesn't  need  any  additional  powers," 
except  for  the  important  Nixon  pro- 
posal that  the  FTC  have  the  right  to 
obtain  a  temporary  injunction  against 
an  alleged  unfair  practice  while  in- 
vestigating it.  President  Johnson 
sought  that  change,  too,  back  in  1964, 
but  Congress  wasn't  moved.  The  pro- 
posal died  again  in  1968,  but  there's 
a  better  chance  in  this  session,  with 
the  Senate  Commerce  Committee 
scheduling  hearings  on  a  bill  by  Sen- 
ator Frank  E.  Moss,  Demwjrat  of  Utah. 

One  basic  battle,  however,  just 
won't  fade  away.  Despite  congression- 
al reluctance  to  tamper  with  it,  the 
Robinson-Patman  Act  is  under  in- 
creasingly heavy  attack. 

The  attack  comes  from  two  groups 
that  rarely  see  eye-to-eye:  consumers 
and  the  larger  manufacturers  and  re- 
tailers. The  consumer  groups  believe 
the  Act  has  sometimes  been  used  to 
keep  prices  artificially  high  by  pro- 
tecting less-efficient  manufacturers  and 
less-efificient  retailers  from  competi- 
tion. The  larger  manufacturers  and 
retailers  hold  essentially  the  same 
view:  They  contend  the  FTC  at  times 
has  prevented  them  from  passing  on 
sizable  savings  to  consumers. 

Naturally,  the  strongest  defenders 
of  the  act  are  small  businessmen, 
who  claim  to  see  disaster  ahead  if 
the  Robinson-Patman  Act  is  ever 
changed  to  weaken  the  FTC's  power 
to  prevent  price-cutting  by  larger 
manufacturers  and  retail  chains. 

Caspar  fhe  Nimble 

One  of  the  great  ironies  of  the  po- 
sition in  which  Weinberger  finds  him- 
self is  that  only  a  few  years  ago  many 
Republicans  were  only  too  eager  to 
give  .him  a  chance  to  retire  to  private 
life.  A  onetime  chairman  of  the  Cal- 
ifornia GOP,  he  was  pro-Rockefeller 
in  a  Goldwater  state.  Reagan  desper- 
ately needed  Weinberger  when  his 
first  state  finance  wizard  proved  he 
wasn't.  Conservatives  were  visibly  un- 
happy about  this,  though  liberals  were 
pleased:  Especially  as  a  young  state 
assemblyman,  Weinberger  had  built 
up  a  reputation  as  a  conservationist 
and  "consumerist."  He  managed  to 
preserve  something  of  that  reputation 
even  though  he  was  working  for  an 
ex-movie  star  who,  as  governor,  once 
said  something  to  the  effect  that  "when 
you've  seen  one  redwood,  you've  seen 
'em  all." 

It's  a  safe  bet  that  Weinberger 
isn't  going  to  end  up  a  hero  either 
to  the  liberals  or  the  conservatives. 
He's  a  typical  top-level  Nixon  ap- 
pointee: a  practical  man  who  tends 
to  think  more  in  terms  of  getting  a 
specific  job  done  than  in  terms  of 
an  iron-clad  ideology.  ■ 


THE  DIAMOND  OF  HER  DREAMS 

at  investment  prices 


Buy  Diamond  Jewelry  direct  from  one 
of  America's  well  known  diamond 
cutters.  Pay  only  actual  market  price. 
We  refund  all  monies  unless  your 
own  appraisal  shows  value  V^  to  V^ 
higher. 

Over  5,000  styles  $100  to  $100,000 

Send  for  FREE  80-PAGE  CATALOG 
EMPIRE  DIAMOND  CORP.,  DEPT.  46 
Empire  State  BIdg.,  New  York,  N.Y.  10001 
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Beech  Makes  Its  Move 


Beech  Aircraft  agonized  over  making  a  business  jet  plane 
until  it  could  neither  ignore  the  market  nor  start  from  scratch. 


As  LATE  as  March  of  last  year,  Beech 
Aircraft  President  Frank  E.  Hedrick 
was  talking  about  developing  and 
manufacturing  business  jets  of  his 
own.  For  Beech's  23  distributors  and 
117  U.S.  dealers,  an  early  decision 
was  vital:  Although  Beechcraft's  ex- 
cellent twin-engine  models  dominate 
the  market  for  propeller-driven  busi- 
ness planes  and  aii-  taxis,  many  of  its 
customers  were  turning  to  jet  power. 
Archrival  Cessna  Aircraft  had  already 
announced  that  it  would  have  a  twin- 
jet  business  plane  readv  for  delivery 
in  1972. 

Hedrick  and  Chairman  Olive  Ann 
Beech,  widow  of  the  company's 
founder,  were  well  aware  of  this.  For 
ten  years  the  company  had  been 
studying  the  jet  market.  But  last 
year  two  things  forced  a  decision: 
First,  Cessna  announced  its  jet  plans; 
and  second,  Beech's  profits— under 
pressure  from  a  26-day  strike  and 
swollen  inventories  of  unsold  planes, 
plus  the  start-up  costs  of  new  projects 
tumbled  from  $1.72  a  share  in  1968 
to  43  cents. 

Beech  could  wait  no  longer  to  go 
into  the  jet  business,  nor  could  it 
afford,  at  today's  soaring  costs,  to  de- 
velop a  jet  on  its  own.  In  Decem- 
ber Hedrick  revealed  that  Beech 
would  buy  the  North  American  sub- 
sidiary of  Britain's  Hawker  Siddeley 
Croup  and  market  the  company's 
DH-125  business  jet  (since  renamed 
the  Beechcraft-Hawker  BH-125). 

Hedrick  isn't  worried  too  much 
about  the  fact  that  he  will  be  market- 
ing somebody  else's  plane.  He  says: 
"Real  growth  in  general  aviation  is 
dependent  solely  on  marketing.  To  be 
very  candid  about  it,  if  you  turn 
loose  different  engineers  to  design  a 
plane  of  a  certain  horsepower  and 
size,  the  end  results  will  be  very  simi- 
lar." However,  Beech  engineers  are 
making  some  changes  in  the  BH- 
125's    interior.    Granted,    Beech   will 


have  to  share  profits  with  the  manu- 
facturer. Hawker  Siddeley.  But  at 
least  Beech  will  not  have  to  bear 
horrendous  development  costs.  More- 
over, unlike  Cessna,  whose  plane  is 
brand-new.  Beech  has  in  the  BH-125 
a  tested  and  successful  craft. 

"The  economics  of  developing  and 
manufacturing  our  own  craft  at  this 
late  date  are  not  sound,"  Hedrick 
explains.  "Hawker  has  the  hardware 
and  we  have  the  marketing  organiza- 
tion." 


Nexf  S/op?  /f  won't  be  a 
merger  heiween  small  Beech 
($1 87-million  sales)  and 
huge  Hawker  Siddeley  (over 
$1  billion),  insists  Beech 
President  Frank  Hedrick: 
"But  as  for  joining  other  com- 
panies, who  knows?  We  al- 
ways   have    warm    suitors." 


Hawker  has  only  two  U.S.  distribu- 
tor^,  but  Hedrick  figures  he  can  boost 
this  to  12  or  15.  He  also  plans  to  sell 
the  BH-125  through  Beech's  62  over- 
seas outlets.  "The  Beech  and  Hawker 
marketing  organizations  are  compati- 
ble in  many  areas  and  conflicting  in 
others,"  he  admits.  "But  we'll  work 
it  out." 

Hedrick  expects  the  BH-125  to 
take  one-third  of  the  business  jet 
market.  That's  an  ambitious  goal,  but 
Hedrick  points  out  that  Hawker, 
with  only  two  U.S.  distributors,  last 
year  sold  28  jet  planes.  This  was 
about  as  many  as  Pan  Am's  Falcon 
and  North  American's  Sabreliner, 
though  far  fewer  than  the  61  Learjets 
sold  by  Cates  Learjets  Aviation. 

A  bigger  version  of  the  BH-125, 
the  BH-600,  is  promised  for  1971, 
and  an  all-new  plane,  the  BH-200, 
is  due  later.  The  BH-200  (very  simi- 
lar to  Cessna's  new  jet)  will  be  de- 
veloped and  manufactured  jointly  by 
Hawker  and  Beech. 

More  Help  from  England? 

It's  likely  that  Beech  will  cooperate 
with  Hawker  in  designing  and  build- 
ing other  jet  planes.  Although  Beech's 
model  99,  a  prop-driven  commuter 
airliner,  is  a  stunning  success,  it's 
probable  that  the  commuter  air- 
lines will  someday  switch  to  jets. 
Hedrick  last  year  showed  proposals 
for  three  Beech  commuter  jets,  but 
now  it  has  the  option  of  developing 
one  jointly  with  Hawker  Siddeley— 
and  sharing  the  costs. 

With  Cessna  moving  into  the  small- 
jet  market  and  new  models  ready  or 
expected  of  the  Learjet,  Jetstar, 
Hansa  and  Sabreliner,  there  will  be 
plenty  of  competition.  But  small  jets— 
for  both  for  the  feeder  airlines  and 
the  business  markets— undoubtedly 
have  a  big  future.  Beech  couldn't 
afford  to  stay  out.  It  has  chosen  a 
relatively  riskless  way  to  get  in.  ■ 


inflation 
tan't  hurt  OXY 


Dccidental  Petroleum  Corporation  is  an  excel- 
ent  hedge  against  inflation.  As  the  inflationary 
spiral  climbs,  Oxy's  value  climbs  with  it. 

How? 

Oxy  is  basically  a  natural  resources  company 
m\h  tremendous  wealth  in  the  ground;  crude  oil 
domestically  and  internationally);  natural  gas, 
coal,  phosphate  rock,  sulphur  and  land.  As 
prices  rise,  the  value  of  these  huge  reserves 
increases  accordingly. 

Additionally,  a  growing  future  demand  for 
natural  resources  is  assured  due  to  increasing 
world  populations,  higher  incomes  and  tech- 
nological advancements. 

Oxy's  reserves  are  not  just  kept  in  the  ground, 
fhey  are  produced  so  Oxy  can  profit  from  them 
and  pay  its  stockholders  regular  quarterly 
dividends,  which  have  increased  every  year. 
I  They  are  sold  in  their  basic  form  or  used  as  raw 
materials  to  make  other  products  like  natural 


gas  into  ammonia,  sulphur  into  fertilizers,  oil 
and  gas  into  petrochemicals. 

Meanwhile,  the  aggressive  search  for  new 
reserves  goes  on  constantly.  It  is  achieved  by 
discoveries  and  by  the  acquisition  of  old-line, 
well-established  "blue-chip"  companies  such  as 
Island  Creek  Coal  Company,  third  largest  coal 
producer  in  America,  and  Hooker  Chemical 
Corporation,  a  leader  in  industrial  and  specialty 
chemicals,  plastics,  metal  treating  and  plating. 

Island  Creek  paid  dividends  consistently  56 
years  and  was  listed  on  the  New  York  Stock 
Exchange  51  years.  Hooker  Chemical  paid  divi- 
dends regularly  31  years  and  was  listed  on  the 
New  York  Stock  Exchange  21  years. 

Two  other  subsidiaries  contributing  to  Oxy's 
success,  Jefferson  Lake  Sulphur  Company  and 


The  Permian  Corporation,  were  also  listed  on 
the  Big  Board  prior  to  being  acquired. 

Inflation  in  the  last  ten  years  has  been  alarm- 
ing. Oxy's  growth  and  the  increase  in  the  value 
of  its  assets  and  resources  in  the  same  period 
has  been  phenomenal.  Today,  its  revenues  and 
net  earnings  are  at  an  all-time  high. 

With  a  growth  formula  like  this,  and  with  its 
ever-increasing  reserves  of  natural  resources, 
Oxy  is  a  reassuring  cushion  against  inflation. 

If  you  are  interested  in  learning  more  about 
Occidental,  write  to  the  address  below  for 
Oxy's  most  recent  progress  report. 

OCCIDENTAL 

PETROLEUM 

CORPORATION 

Executive  Offices:  10889  Wilshire  Blvd. 
Los  Angeles,  California  90024 
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comfortable  on  the 
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Write  to  Crane  to  learn  about  its  Hydro-Aire  Division's  advanced  hydraulic  components, 
aircraft  and  aerospace  pumps,  and  brake  control  systems  for  aircraft. 


First  it  wasTranquility.  Then  Storms. 

Two  landing  sites  where  the  temperature  fluctuates 
500  degrees.  From  250  Fahrenheit  above  zero  to  250  below. 

But  the  Lunar  Modules'  environmental  control  systems  kept  the  temperature  inside 
between  55  and  90  degrees. 

Within  the  systems,  three  Crane  pumps  regulated  the  flow  of  ethylene  glycol.  It 
cooled  the  cabins  and  electronic  gear.  And  while  doing  so,  produced  heat  for  necessary 
warmth. 
■  The  set  of  Crane  pumps  helped  keep  our  astronauts  well  within  man's  comfort  zone. 

Crane:  Manufacturers  of  the  world's  broadest  line  of  valves.  Plus  pumps,  fittings, 
meters,  water  treatment  systems,  aircraft  and  aerospace  products,  plumbing  and 
heating  equipment. 

Crane  Co.,  300  Park  Avenue,  New  York,  N.Y.  10022 


If  it  flows: 


CRANE 


Wedding  Feast 


From  the  Forbes  Magozins  O 


Eating  Out? 


Eating  was  once  an  outdoor  sport.  Used  to  be  that  when  the 
clan  gathered  for  a  social  occasion— a  birth,  a  wedding,  a  be- 
heading—eating, as  a  part  of  the  ritual,  was  accompanied  by 
hours  of  sporting  on  the  green.  The  taking  in  of  food  was  not 
for  nourishment  alone. 

Rituals  change.  But  in  some  places  eating  is  still  not  for  the 
sake  of  nourishment  alone.  This  very  day  in  New  York  City,  for 
instance,  many  businessmen  will  make  highly  important  busi- 
ness decisions  over  lunch  or  dinner  in  Manhattan  restaurants. 
Today  as  many  business  deals  are  likely  to  be  closed  across  a 
tablecloth  as  across  a  desk.  Which  is  why  there's  a  need  for 

FORBES  MAGAZINE'S  RESTAURANT  GUIDE 

It  has  recently  become  evident  that  from  a  businessman's 
point  of  view  there's  a  serious  lack  of  available  information  on 
where  to  wine  and  dine  in  New  York  City  with  some  assurance 
of  getting  value  for  at  least  a  portion  of  the  money  spent.  And 
since  many  restaurants  charge  prices  high  enough  to  cover  the 
purchase  of  one  or  several  shares  of  stock,  Forbes  believes  a 
businessman  should  invest  his  money  wisely.  So  Forbes  Mag- 
azine's Restaurant  Guide  covers  all  the  prime  considerations: 
the  food,  the  drinks,  the  service,  the  decor,  the  clientele,  the 
prices,  and  then  some.  Pubhcation  began  with  the  January  9 
issue. 

Forbes  Magazine's  Restaurant  Guide,  a  weekly  publication, 
carries  what  are  probably  the  most  candid  reviews  ever  written 
about  the  New  York  restaurant  scene.  Reviewers  are  Forbes 
editors  who  have  travelled  widely,  have  a  demonstrated  in- 
terest in  fine  food,  and  show  reverence  for  neither  publicity  nor 
reputation.  They  e/aluate  each  restaurant  as  if  it  were  a  com- 
pletely unknown  quantity  being  judged  for  the  first  time.  They 
range  the  city  in  search  of  their  subject  matter,  and  they  review 
five  or  six  restaurants  in  every  issue.  But  no  review  is  ever 


written  until  at  least  two  editors  have  visited  a  restaurant  ai 
compared  impressions. 

Restaurants  are  rated  by  Forbes  Magazine's  Restaurai 
Guide  according  to  rigorous  Forbes  standards.  These  ratini 
range  from  minus  two  stars  to  a  very  rare  four  stars.  The  ult 
mate  consideration  is  the  food  itself.  No  restaurant  will  ev! 
receive  a  higher  rating  than  the  food  deserves. 

The  new  Restaurant  Guide  sells  at  $36  for  the  52  issues.  Bi; 

ENTER  A  CHARTER  SUBSCRIPTION  FOR  ONLY  $Sl 

Find  out  for  yourself  how  important  a  business  asset  Forlx 
Magazine's  Restaurant  Guide  can  be.  Fill  out  and  mail  tl 
coupon  today,  and  join  our  rapidly  growing  number  of  charUi 
subscribers.  But  this  offer  can't  last  forever.  Act  today,  and  you'' 

SAVE  YOURSELF  $12  AND  FROM  INDIGESTION 


(II A R T K li  I f\ V irv'nJ o^ 


Forbes  Magazine's 
BESTAUHAirreUIBE 

60  FIFTH  AVENUE,  NEW  YORK,  N.Y.  10011 


J 


D  Please  send  me  Forbes  Magazine's  new  Restaurant  Guide  for  one 
( 52  weekly  issues  covering  over  200  restaurants ) .  I  understand 
entitled  to  your  "Charter  Subscriber"  rate  of  $24  annually  instead 
the  regular  $36  rate. 

n  $24  enclosed  (2  extra  issues)  D  Bill  me 


NAME- 


ADDRESS- 


CITY_ 


STATE. 

R-0131 


.ZIP. 


The  Money  Men 


The  Stock  Market  As  People 


Many  of  us  are  getting  bored  with 
what  we  read  about  the  stock  mar- 
ket. They  tell  us  that  the  market 
did  this  and  that,  that  it  is  tired  or 
exuberant,  that  it  is  acting  well  or 
poorh',  that  it  is  oversold  or  what- 
ever. They  cite  the  old  Dow  Theo- 
r\-,  or  talk  about  what  the  charts 
say  the  market  is  saying.  As  though 
the  stock  market  were  a  person 
with  a  mind  or  will  of  its  own. 

It  isn't.  In  addition  to  being  a 
capital-raising  mechanism,  the  stock 
market  is  simply  a  scoreboard,  a 
marketplace  where  human  beings 
interact,  out  of  hope  and  fear  and 
out  of  greed  and  need  and  out  of  a 
desire  to  prove  themselves.  The 
prices  tell  us  at  any  given  time 
whether  fear  is  winning  out  over 
greed,  optimism  over  pessimism,  and 
after  a  while  they  tell  us  who  is 
winning  or  losing.  But  the  stock 
market  is  a  process,  not  a  thing  of 
its  own.  It  simply  does  what  it's 
told,  however  contradictory  that 
may  seem  to  be. 

So,  instead  of  analyzing  the  mar- 
ket, why  don't  they  analyze  the 
people  who  make  the  market  be- 
have the  way  it  does?  Why  don't 
we  have  more  about  the  psycholo- 
gy of  investing  and  less  about  the 
statistics  of  investing? 

The  idea  intrigues  a  good  many 
people,  but  for  a  long  time  Forbes 
has  searched  in  vain  for  anyone 
who  has  really  done  anything 
worthwhile  on  the  psychological 
forces  that  lie  behind  the  move- 
ments of  .stocks. 

That's  why  we  jumped  at  the 
news  that  the  famous  pollster,  Lou- 
is Harris,  was  merging  his  firm 
with  the  aggiessive  young  invest- 
ment house  of  Donaldson,  Lufkin  & 
Jenrette.  Maybe  Harris  and  DLJ 
were  thinking  along  the  same  lines 
we  were.  DLJ  has  a  reputation 
for  being  in  the  forefront  of  Wall 
Street  in  everything  from  merchan- 
dising to  going  public.  Are  they 
planning  to  psychoanalyze  the  stock 
market  and  the  investor? 

We  asked  Lou  Harris.  He  gave 
us  a  long,  rather  complicated  re- 
ply, which  suggested  that  he,  too, 
had  been  thinking  along  these  lines 
but  that  he  was  very  far  from  hav- . 
ing  any  answers.  Said  Harris:  "I 
don't  yet  know  enough  about  the 
securities  market,  but  I  can  say 
generally  in  the  money  area  that 


there  are  very  deep  psychological 
elements  that  come  into  play,  par- 
ticularly today."  Harris  went  on  to 
say  that  not  cmly  do  modern  Ameri- 
cans have  disposable  income  to 
spend  on  a  wide  range  of  goods 
and  services,  they  have  disposable 
capital  too.  It  isn't  over  the  hill  to 
the  poorhouse  if  you  lose  your 
savings  today,  not  with  pensions 
and  social  security  and  regular 
raises  and  all  that.  So  people  are 
more  and  more  venturesome  and 
flexible  in  what  they  do  with  their 
surplus  funds.  More  relaxed.  About 
the  worst  that  can  happen  to  many 
of  them  if  they  lo.se  money  is  that 
they  may  have  to  postpone  that 
trip  to  Europe  for  a  year.  "When 
you  ponder  it,"  Harris  said,  "you 
suddenly  realize  that  we  have  an 
option  society.  What  this  means  is 
that  people  no  longer  feel  they 
must  take  their  surplus  funds  and 
dump  them  into  the  secmity  of  a 
savings  account  or  a  life  insurance 
policy,  or  into  some  standard  blue- 
chip  stock. 

"This  is  precisely  why  we  have 
had  this  explosion  in  demand  for 
business  and  financial  news.  Why 
Forbes  is  doing  so  well.  People  no 
longer  want  to  put  their  money  in  a 
.sock.  In  our  market  research  for 
newspaper  clients  we  found  that 
there  is  tremendous  demand  for  fi- 
nancial news  over  the  weekend. 
Amateur  investors  want  to  ac- 
tivply  manage  their  money,  to  know 
what  their  money  is  doing  and 
how  it  is  doing. 

"They  reject  the  idea  that  mon- 
ey should  be  safe  and  idle.  They're 
now  conditioned  to  take  a  certain 
risk  with  their  money  because  they 
know  that  the  alternative  to  taking 
a  risk  is  the  certainty  that  it  will 
shrink  in  value." 

This  struck  us  as  an  eminently 
sound  statement.  It  helps  explain 
something  that  old-timers  have 
trouble  understanding:  Why  did 
we  have  a  new-issues  boom  in  1968 
and  1969  so  soon  after  the  debacle 
of  1962?  Harris'  concept  helps  ex- 
plain this.  People  don't  stay  mad 
so  long  after  getting  fleeced  be- 
cause they  are  conditioned  to  risk; 
wildly  swinging  markets  are  part 
of  the  excitement  that  they  expect 
from  the  stock  market.  (Next  time, 
however,  they  all  hope  that  they 
will    get   the    wool    and   that   the 


Lout's  Harris 

other  guy  wfll  get  fleeced.) 

Hanis  continued:  "This  is  espe- 
cially true  among  younger  people. 
It  is  true  that  making  money  is  not 
their  primary  inteiest,  but  they  are 
intrigued  with  the  idea  that  when 
they  acquire  or  inherit  money  they 
can,  through  their  own  skill,  make 
it  work  for  them." 

All  right,  we  said,  but  does 
knowing  this  help  you  to  predict 
how  people  will  behave  in  buying 
and  selling  securities? 

Harris  replied:  "We're  trying  to 
draw  up  a  model  of  the  behavior 
in  the  stock  market  just  as  you  can 
in  banking  or  travel  or  politics. 

"I  think  there  is  reasoning  by 
analogy  here  which  applies  to  the 
stock  market.  You  get  all  kinds  of 
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YOU  INVESr$150^0 
INAGHmD. 

THE  GHE11D  GETS  $2,250m 

n  MILLION.  THAT'S  SOME  LEVERAGE. 


Here's  how  it  works. 

Set  up  a  Minority  Enterprise  Small 
Business  Investment  Company  (MES- 
BIC).  The  minimum  capital  required  is 
$150,000.  Then,  for  every  dollar  you  put 
down,  the  Small  Business  Administra- 
tion wiU  add  two  dollars  in  long-term 
loans. 

With  the  SBAmoney,  you 
will  have  $450,000  to  invest 
in  minority  businesses.  Us- 
ing this  as  front  money, 
you  can  generate  up  to 
$1,800,000  in  bank  loans— 
and  SBA  guarantees  90% 
of  that. 

The  total:  your  initial  in- 
vestment of  $150,000  fun- 
nels $2,250,000  into  the  mi- 
nority business  community.  Commerce 
Secretary  Stans  recently  announced  that 
SBA  has  an  initial  $15  million  ready  to 
go  into  MESBICs;  he  expects  to  have  100 
of  them  operating  by  June. 

A  word  of  caution.  MESBICs  are  invest- 
ment companies,  not  foundations.  Don't 
plan  on  setting  one  up  just  to  improve 
your  company's  image  in  the  minority 
community. 

Your  function  is  to  provide  investment 


capital  and  management  advice;  the 
owners  retain  control  of  their  businesses. 
You'll  have  to  make  the  same  hard-nosed 
business  decisions  you'd  make  in  any 
other  investment  company. 

A  number  of  national  corporations 
have  already  started  putting  together 
MESBICs.  For  example.  Ar- 
eata National's  Areata  In- 
vestment Company,  in  Men- 
lo  Park,  California,  has  been 
operating  successfully  for 
more  than  a  year.  Areata 
has  financed  32  minority 
businesses;  only  two  have 
had  major  problems.  Cur- 
rently, MESBICs  are  in- 
volved in  everything  from 
clothing  stores  to  computer 
software  suppliers. 

Tb  make  this  project  work  better  than 
the  welfare  disaster,  it  has  to  be  run  as  a 
business.  If  you  think  of  it  as  a  charity, 
it  has  failed  already.  Think  of  it  as  an 
opportunity —and  it  will  be. 

For  more  information,  contact  Jim 
Kneisley,  Office  of  Minority  Business 
Enterprise,  U.S.  Department  of  Com- 
merce, Washington,  D.C.  20230.  Or 
telephone:  (202)  967-4393.  J 


The  Money  Men 


Caribbean  Vacation.  Why  did  this  couple  cnooie  ja- 
maica  instead  of  Europe  or  Florida'^'  Partly  because  of 
smart  marketing— based  on  sampling  techniques.  Can 
the   same   techniques   help   market  stocks,  bonds,  real 


estate?  Can  it  help  predict  how  securities  will  behave? 
If  so,  there  could  be  a  whole  new  trend  in  money 
management.  And  Pollster  Lou  Harris,  now  part  of  a 
venturesome    brokerage    house,    hopes    to   pioneer    it. 


information  about  what  the  volume 
of  traclint;  was  and  what  issues 
were  traded.  Hut  that  doesut  tell 
you  much  about  what  trij;,i?ered 
the  increase  or  decrease.  \Ve  think 
the  securities  industrv  ouuht  to 
know  more  about  this.  I  think  you 
should  be  able  to  find  out  in  a 
descriptive  way  why  people  have 
done  what  they've  done,  and 
then  you  can  plot  shifts  in  their 
behavior. 

'Toil  can  develop  certain  tyiX'S 
of  people.  In  the  market  the  types 
would  be  traders,  institutional-type 
people,  small  investors,  etc.  I'm  not 
saying  you  will  be  able  to  predict 
their  behavior  on  an  individual 
basis— whether  a  person  will  keep 
his  telephone  stock  or  his  conglom- 
erate stock.  But  there  are  patterns 
of  behavior.  If  there  weren't,  this 
would  be  a  pretty  anarchi.stic 
society." 

Which  brought  Harris  around  to 
a  subject  in  which  he  feels  consid- 
erably more  comfortable  than  in 
predicting  the  stock  market.  Louis 
Harris  &  Associates  made  its  fame 
ringing  doorbells  to  help  political 
candidates  figme  out  wliat  the 
electorate  was  thinking— and  to 
help  predict  the  outcome  of  elec- 
tions. But  it  makes  its  real  money 
using  the  same  techniques  on  be- 
half of  corporate  clients  who  want 
marketing   help.    Marketing    is    an 


area  where  Harris  feels  at  home, 
and  there  is  no  doul)t  that  he  will 
bolster  Donaldson,  Lufkin  &  Jen- 
rette  in  the  marketing  of  financial 
services.  For  example,  a  DLJ  stock 
recommendation  would  certainly 
gain  authority  for  having  a  Lou 
Harris  angle.  He'll  probably  also 
help  DLJ  get  into  other  areas  be- 
sides secm-ities. 

Says  Harris:  "As  things  now 
stand,  what  you've  got  is  a  lot  of 
salesmen  trained  in  one  area  who 
try  to  convince  the  same  individual 
to  buy  their  particular  product- 
insurance,  stocks,  mutual  funds, 
whatever.  Increasingly,  people  are 
going  to  want  all  the  options  laid 
out  in  front  of  them." 

To  illustrate  this  point,  Harris 
described  the  kind  of  marketing 
help  he  has  given  to  coiporate  cli- 
ents: "We  know  that  three-fourths 
of  people's  decisions  are  not  ration- 
al decisions.  This  is  especially  true 
where  disposable  income  is  con- 
cerned. Our  job  is  to  find  out  what 
their  disposiiions  are  and  to  help 
the  clients  capitalize  on  these  dis- 
positions. I  say  dispositions  rather 
than  opinions,  because  opinion  as- 
sumes a  logically  well-thought-out 
position. 

"Our  job  is  to  find  out  how  peo- 
ple make  their  decisions  among  con- 
flicting dispositions.  For  instance, 
for  Pan  American  Airways  we  found 


this:  That  the  time  to  hit  someone 
on  a  summer  trip  is  not  in  the  sum- 
mer but  in  February,  and  we  also 
found  out  that  the  wife  is  usually 
the  one  who  makes  the  decision. 
She's  the  thrust  point.  She  does 
the  work  of  poring  through  travel 
guides,  and  then  figures  how  to 
stash  the  kids  away.  So  we  con- 
cluded that  the  wife  is  the  one  to 
hit  and  the  winter  the  time  to  hit 
her."  Result:  Pan  Am  is  consider- 
ing recasting  its  advertising  pro- 
gram. "I  think  there  are  analogies 
between  this  and  the  financial  mar- 
kets," Harris  added. 

"Something  very  deep  is  hap- 
pening to  people  in  America,"  Har- 
ris says.  "We  can't  see  clearly  what 
will  happen,  but  beyond  that  fog 
bank  there  is  something  going  on, 
and  sampling  can  help  to  show  it 
the  way  radar  does:  not  as  a  com- 
plete picture,  but  as  a  shape,  an 
object,  a  pattern." 

There's  simply  no  way  of  know- 
ing whether  Harris  will  be  able  to 
answer  all  of  the  questions  that  he 
raises,  or  even  any  of  them,  but 
they  are  darned  good  questions  all 
the  same.  In  the  year  1970  it 
doesn't  make  much  sense  for  the 
marketing  of  toothpaste  to  be  bet- 
ter understood  than  the  marketing 
and  flow  of  the  capital  upon  which 
our  free-enterprise  system  totally 
depends.  ■ 
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YOU  MAY  NOT  BE  AWARE  OF  HOW  MUCH 
VITAL  INFORMATION  YOU  CAN  FIND 
IN  A  ONE-PAGE  RESEARCH  REPORT... 

unless  you  are  a  subscriber  to  The  Value  Line  Investment  Survey. 


Investors  who  use  Value  Line  do 
know.  They  receive  every  week  a  full-page 
research  report  on  each  of  about  100  or 
more  widely-held  common  stocks.  In  a  3- 
month  cycle  they  receive  reports  on  1400 
stocks.  The  same  stocks  are  then  reviewed 
again  in  the  next  13-week  cycle. 

Nowhere  else,  we  believe,  can  you 
obtain  as  much  vital  information  on  one 
page  as  you  will  fi.^d  in  a  Value  Line  re- 
port. 

Besides  recent  price,  estimated  yield, 
current  price/earnings  ratio  and  capital 
structure,  every  report  includes  the  fol- 
lowing data  for  each  of  an  industrial  com- 
pany's last  15  years  (if  available): 

•  Sales 

•  Operating  Margin 

•  Working  Capital 

•  Net  Plant  Account 

•  Depreciation  Rate 

•  Funded  Debt 

•  Net  Worth 

•  Net  Income 

•  Income  Tax  Rate 

•  %  Earned  on  Total  Capital 

•  %  Earned  on  Net  Worth 

•  Common  Shares  Outstanding 

•  Book  Value  per  share 

•  Sales  per  share 

•  Cash  Earnings  per  share 

•  Capital  Spending  per  share 

•  Net  Income  per  share 

•  Dividends  Declared  per  share 

•  Dividend  Payout  Ratio 

•  Average  Annual  P/  E  Ratio 

•  Average  Annual  Dividend  Yield 

Also  shown  (or  each  company  are  the 
compounded  annual  growth  rates  tor  sales, 
cash  earnings  and  net  income  per  share 
over  various  time  periods. 

Some  industries  such  as  bank,  sav- 
ings and  loan,  and  insurance  have  a  dif- 
ferent set  of  vital  statistics,  but  their  series 
also  total  21  different  columns— just  as  the 
list  here— for  the  company's  last  15  years. 
Each  report  also  includes  a  chart  of  the 
stock's  monthly  price  range  since  1954. 
In  addition,  each  report  is  highlighted  by 
a  concise  500-word  analysis  of  the  com- 
pany's business  and  the  latest  develop- 
ments. Each  report  also  contains  the 
quarterly  breakdown-far  the  previous  4 
years  and  the  current  year— of  sales,  earn- 
ings per  share  and  dividends  paid.  At  the 
bottom  of  each  report  is  a  profile  of  what 
the  company  does,  what  it  owns,  how  many 


stockholders  and  employees  it  has,  the 
President's  name  and  the  home  office  ad- 
dress. 

A  unique  feature  of  The  Value  Line 
Investment  Survey  is  the  systematic  and 
objective  way  in  which  Value  Line  rates 
weekly  each  of  1400  common  stocks,  rela- 
tive to  the  others,  into  one  of  five  groLips 
on  four  counts: 

1.  The  stock's  probable  market  perform- 
ance in  the  next  12  months 

2.  Its  appreciation  potential  3  to  5  years 
hence 

3.  Its  income  yield  in  the  next  12  months 

4.  Its  quality  (i.e.,  its  dependability  over 
the  very  long  term— beyond  five  years) 

Each  stock  is  rated  from  I  (Highest) 
to  V  (Lowest)  for  12-month  performance, 
3-5  year  potential  and  yield.  Each  stock  is 
graded  from  A-l-  to  C—  for  quality.  The 
1400  stocks  include  nearly  all  of  the  com- 
mon stocks  traded  on  the  New  York  Stock 
Exchange  plus  about  300  on  the  Ameri- 
can Exchange  and  the  Over-the-Counter 
markets. 

The  up-to-date  ratings  are  published 

every  seven  days  in  the  24-page  Weekly 

Summary  of  Advices  &  Index.  Each  week 

he  Ratings  &  Reports  section  provides  the 

ull-page  research   reports  on  about  100 

or  more  stocks  in  several  industries,  so 

hat  a  full  13-week  cycle  covers  all  1400 


companies.  Supplementary  reports  are 
issued  between  quarterly  reports  if  evi- 
dence requires. 

In  order  to  see  for  yourself  how  time- 
saving  and  informative  this  organization 
of  facts  and  their  evaluation  can  be,  try 
Value  Line.  To  do  so,  fill  in  and  return 
the  coupon  below.  If,  for  any  reason.  Value 
Line  should  fail  to  meet  your  expectations, 
return  the  material  within  30  days  and 
your  money  will  be  refunded  in  full  and 
at  once.  You  may  receive  Value  Line  for 
the  term  you  check— one  year  for  $167, 
three  months  for  $44,  or  four  weeks  for  $5. 

In  addition  to  the  Ratings  &  Reports 
and  Summary-Index  sections,  you  will  get 
each  week  the  8-page  Selection  &  Opinion 
editorial  section  .  .  .  plus  the  monthly  Spe- 
cial Report  on  "insider"  transactions  and 
the  quarterly  Special  Report  on  Investment 
Company  Transactions  issued  during  the 
term  of  your  subscription. 

BONUS  •  With  the  annual  or  three- 
month  subscription.  Value  Line  will  ship 
to  you  immediately  the  2-volume  Investors 
Reference  Library,  which  will  give  you 
the  latest  full-page  reports  on  all  1400 
stocks  published  prior  to  your  subscription. 

In  fairness  to  regular  subscribers,  who  pay 
$167  a  year  for  The  Value  Line  Investment 
Survey,  we  cannot  make  the  $5  introductory 
subscription  available  to  those  who  have  al- 
ready had  such  a  4-week  subscription  within 
the  past  six  months. 


□     ONE  YEAR-$167  I 1 

(52  EDITIONS)  I — I 


3MONTHTRIAL-$44 

(13  EDITIONS) 


Send  me  the  complete  service  for  the  term  checked 
plus  — as  a  bonus  — the  2-volume  Investors  Reference 
Library  consisting  of  Value  Line  sections  published  dur- 
ing the  13  weeks  preceding  start  of  this  subscription, 
n  Payment  enclosed  D  Bill  me 


D 


FOUR-WEEK  TRIAL-$5 

(4  EDITIONS) 


Send  me  a  4-week  introduc- 
tory subscription  to  the  full 
service  for   $5.    I   enclose 

payment. 


If  dissatisfied  for  any  reason,  I  have  up  to  30  days  io  return  the  material 
for  a  full  refund  under  your  money-back  guarantee. 


Signature 

Name  (please  print) 

Address 

AA- 16-51 

City 

State 

Zip 

(Subscription  fees  are  deductible  for  Income  tax  purposes.  N.Y.C.  residents, 
please  add  6%  sales  tax;  other  N.Y.  State  residents,  add  applicable  sales  tax.) 

ARNOLD  BERNHARD  &  CO.,  INC. 

5  East  44th  Street  •  New  York,  N.Y.  10017 
(No  assignment  of  this  agreement  will  be  made  without  subscriber's  consent.) 
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The  Forbes  Index 


preliminary 


by  National  Bureau  ot  Economic  Research 


NOV 136.2 

DEC 137.0 

JAN 136.9 

FEB 137.6 

MAR 137.3 

APR 138.3 

MAY  138.7 

JUNE  139.4 

JULY 138.2 

AUG 137.5 

SEPT 137.1 

OCT 137.1 

NOV 136.2 

DEC.  (prel.)    136.0 


Composed  of  the  following: 
Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  ol  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Dept.  ol  Commerce  latest  three  monttts  new 
orders  ol  durable  goods  related  to  inventories) 

•  How  Intensively  are  we  building?  (Dept.  ol 


Commerce  private  nonlarm  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  ol 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  ot  Commerce 


service  price  index  related,  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  ot 
Commerce  personal  income,  v/age  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  of  Labor  initial  unemployment  claims) 


MARKET  COMMENT 

By  L.  0.  Hooper 


Exploded  Myths,  Fractured  Fallacies 


David  L.  Babsox,  that  clear-thinking 
Boston  investment  counselor  who  of- 
ten expresses  himself  so  well  in  his 
Weekly  Staff  Letter,  in  a  recent  issue  of 
that  publication  listed  three  "explod- 
ed economic  myths"  and  three  "frac- 
tured investment  fallacies"  that  should 
be  faced  at  the  start  of  the  Seventies. 
Since  these  beliefs  are  intimately  re- 
lated to  probable  stock-market  and 
economic  trends,  I  am  quoting  part 
of  what  Mr.  Babson  so  clearly  states. 

His  three  exploded  economic 
.  myths  are:  that  the  "New  Econom- 
ics" was  really  something  new  and 
could  create  perpetual  economic 
growth  without  inflation;  that  massive 
outlays  for  the  "starving"  pubhc  sector 
were  the  only  way  to  solve  each  and 
every  problem  facing  the  nation;  that 
a  little  inflation  was  not  harmful  and, 
if  it  should  speed  up,  the  Government 
could  easily  slow  it  down  by  a  fine- 
tuning  of  the  economy. 

His  three  "fractured  investment  fal- 
lacies," meaning  investment  ideas  that 
are  now  seriously  questioned  in  many 
quarters,  are:  that  "performance  in- 
vesting" is  a  bold  new  technique  of 
portfolio  management  rather  than  sim- 

Mr.  Hooper  is  associated  with  the  New  York  Stock 
Ejcchange  firm  of  W.E.  Hutton  &  Co. 


ply  a  glib  rationalization  for  the  age- 
old  game  of  trading  and  speculation; 
that  the  best  method  of  achieving 
"growth"  is  to  buy  the  stocks  with  the 
most  exciting  "concepts"  or  "stories" 
and  to  forget  about  such  old-fash- 
ioned appraisal  standards  as  price/ 
earnings  ratios,  asset  values  and  the 
like;  that  a  rapid  rate  of  portfolio 
turnover  is  a  prerequisite  to  effective 
investment  results,  while  the  "buy  to 
keep"  approach  is  outmoded. 

Mr.  Babson  concludes  by  comment- 
ing: "We  seem  to  be  finally  moving 
away  from  the  era  of  the  'something 
for  nothing'  philosophy  which  was  the 
common  thread  between  all  of  the 
above  delusions.  Hopefully,  the  les- 
sons which  are  being  so  painfully 
learned  today  will  not  be  forgotten  in 
the  1970s." 

The  one  most  important  change  ap- 
pearing in  the  past  two  months  in  the 
public's  attitude  toward  investments 
has  been  its  willingness  to  purchase 
bonds.  The  late  December  and  early 
January  rally  in  bond  prices  came  as 
a  result  of  buying  by  individuals,  not 
institutional  demand.  There  has  been 
a  tremendous  amount  of  money  with- 
drawn from  thrift  accounts  (paying 
usually  4/2%  to  5/2%)  for  employment 


in  high-yielding  corporation  bonds. 
Apparently,  at  long  last,  high  interest 
rates  are  beginning  to  attract  personal 
fimds.  This  may  be  the  real  harbinger 
of  an  easing  in  money  rates. 

One  of  the  great  problems  at  pres- 
ent, however,  is  a  shortage  of  capital. 
This  is  reflected  in  high  interest  rates, 
in  the  relative  inability  of  banks  to 
accommodate  customers  and  especial- 
ly in  the  balance  sheets  of  big  cor- 
porations. Practically  every  annual  re- 
port, or  quarterly  report,  coming  to 
hand  shows  an  increase  in  debt,  es- 
pecially short-term  debt,  and  a  re- 
duction in  holdings  of  cash  and  equiv- 
alents. In  1969  the  public  spent  more 
and  saved  less  than  the  money  man- 
agers expected;  it  begins  to  look  as  if 
the  public  is  now  spending  less  and 
saving  more— and  that  high  interest 
rates  are  at  long  last  stimulating  thrift. 

Regarding  the  President's  long-term 
programs  for  education,  environment, 
population  control  and  even  subsidies 
for  housing,  it  is  well  to  recognize 
that,  because  of  the  tight  budget  sit- 
uation, for  the  time  being  these  plans 
involve  more  rhetoric  and  promise 
than  available  cash  for  immediate 
spending.  In  other  words,  they  are 
not  as  inflationary  as  they  look. 

It  appears  that  disinflation  is  ac- 
tually working  better  in  1970  than  it 
did  in  1969.  There  is  evidence  of 
this  in  decidedly  lower  automobile 
sales,  in  the  downtrend  in  housing 
starts,  in  surveys  on  consumer-buying 
intent  and  in  the  better  trend  in  the 
bond  market.  The  economy  managers 
can  now  feel  that  last  year's  policies 
are  beginning  to  work— and  that 
there's  no  doubt  about  it.  Their  pres- 
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WHAT  MAKES 
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INVESTMENT  ADVISORY  SERVICE 

P 


All  investment  advisory  services  are  not 
alike.  Bulletin-type  services  are  designed 
for  mass  consumption  and  cannot  be 
written  specifically  for  you.  On  the  otiier 
hand  specialized  and  technical  services 
are  not  broad  enough  to  build  a  well- 
balanced  portfolio  which  we  believe  Is 
necessary  if  safety  as  well  as  growth  is 
to  be  considered. 

BABSON'S  INVESTMENT  ADVISORY 
SERVICE  IS  DIFFERENT 

•  Babson's  analyzes  your  portfolio  and 
gives  you  an  investment  plan  tailored 
especially  for  you.  •  Your  registered 
stocks  will  be  under  the  constant  surveil- 
lance of  Babson's  Research  Department 
and  you  will  be  immediately  notified  when 
our   opinion   changes   on   any   of  them. 

•  You  will  be  assigned  a  professional  in- 
vestment advisor  with  whom  you  may  con- 
sult at  any  time  by  mail,  wire,  phone,  or 
in  person.  •  As  a  Babson  client  you  will 
also  receive  the  famous  Investment  and 
Barometer  Letter  to  help  keep  you  alert 
to  economic  developments  and  stock- 
market  trends.  This  informative  letter 
throughout  the  year  will  bring  you  re- 
search reports  on  hundreds  of  stocks 
and  bonds  in  vital  industries.  •  The 
Babson  Investment  Advisory  Service  is 
directed  toward  growth  of  your  investment 
portfolio  both  In  terms  of  Income  and 
appreciation. 

A  flat  fee  of  $180.00  a  year  covers  the 
complete  service,  regardless  of  the  dollar 
value  of  your  portfolio. 

BABSON'S  IS  DIFFERENT  IN  MANY  WAYS 

—  perhaps  the  greatest  of  these  is  Bab- 
son's 65  years'  experience  In  the  Invest- 
ment advisory  field. 

We  would  be  delighted  to  send  you  a 
FREE  BROCHURE  describing  in  detail 
how  Babson's  Investment  Advisory  Ser- 
vice may  be  of  great  benefit  to  you. 
Simply  mail  the  coupon  below. 


Babson's  Reports  Inc. 

Wellesley  Hills,  Mass.  02181,  Dept.  F-296 

Send  free  brochure  on  Babson's 
$180  Investment  Advisory  Service. 

Name , 


Street  &  No.. 


City. 


.State. 


-Zip. 


BABSON'S  FIEPORTS 

IncorpoA  uted 

WELLESLEY  HILLS,  MASS.  02181 
FOUNDED  IN  1904  BY  ROGER  W.  BABSON 


ent  dilemma  is  to  avoid  an  overkill  in- 
to a  depression.  This  is  the  critical  test 
of  the  theory  that  economists  and  pub- 
lic officials  are  smart  enough  and  wi§p 
enough  to  fine-tune  the  economy. 

The  business  and  investment  com- 
munity, as  well  as  both  government 
and  academic  economists,  will  be  de- 
bating this  issue  more  and  more  in- 
tensely as  the  year  progresses.  It 
would  be  logical  to  expect  short-term 
and  intermediate  fluctuations  in  the 
stock  market  to  be  influenced  almost 
as  much  by  what  people  are  thinking 
and  saying  as  by  actual  events.  I 
would  guess  that  over  the  next 
four  or  five  months  the  stock  market 
will  at  times  blow  quite  hot  and  at 
times  quite  cold— perhaps  without 
really  "getting  away"  in  either  direc- 
tion. That's  what  makes  it  so  difficult 
to  make  assertive  investment  sug- 
gestions at  this  juncture. 

Affracfing  Aftenf/on 

In  the  Jan.  15  column  I  made  brief 
mention  of  life  insurance  shares,  sug- 
gesting Lincoln  National  Corp.  as  a 
stock  almost  sure  to  earn  more  in 
1970  than  in  1969  when  profits  were 
around  $5  a  share.  I  would  like  to 
add  Connecticut  General  Life,  which 
is  much  the  same  type  of  company; 
also  Beneficial  Standard  Life  and  Var- 
iable Life,  both  of  which  sell  for  less 
dollars  per  share  and  are  more  spec- 
ulative. High  interest  rates  are  bullish 
for  insurance  stocks  because  almost 
all  long-term  bonds  and  mortgages 
that  mature  (or  "run  off")  are  being 
switched  into  obligations  that  pay  a 
higher  rate  of  interest.  I  think  com- 
panies which  earn  more  in  1970  than 
in  1969  will  be  exceptional  ones  and 
will  attract  investment  attention. 

During  late  November  and  Decem- 
ber there  was  considerable  institution- 
al selling  in  the  quality  investment  oils 
of  the  type  of  Gulf  Oil,  Standard  Oil 
of  California  and  Standard  Oil  of  New 
Jersey.  The  theory,  of  course,  was 
that  1970  earnings  would  be  lower 
than  those  of  1969— and  it  probably 
is  correct.  I  am  not  at  all  sure,  how- 
ever, that  it  is  a  sound  reason  to  sell 
the  quality  stocks  in  "institutional" 
companies  like  these  just  because 
earnings  drop  a  little;  and  I  question 
the  thinking  that  these  stocks  should 
be  sold,  even  if  they  do  go  a  little 
lower.  As  the  performance  cult's  in- 
vestment philosophy  is  more  and  more 
discredited,  there  will  be  much  more 
emphasis  on  the  investment  quality 
of  these  "big"  stocks  and  much  less 
emphasis  on  speculation  in  so-called 
concept  issues.  These  are  not  "in-a- 
hurry"  stocks,  but  one  has  to  be  really 
pessimistic  on  the  whole  economy  to 
be  bearish  on  them.  Institutions,  you 
know,  are  not  always  right;  and  when 


they    are    wrong,    they    often    father 
some  bargain  prices. 

This  seems  a  good  time  to  talk 
again  about  price/earnings  ratios  for 
stocks.  Earnings  on  the  DJI  last  year 
were  about  $59  a  share,  perhaps  a 
little  less  or  a  little  more.  At  800,  as 
this  is  written,  the  Dow  is  selling  at 
about  13/2  times  1969  earnings.  As- 
suming that  earnings  wfll  be  10%  low- 
er in  1970  than  in  1969  (which  I 
think  is  a  reasonable  assumption), 
the  present  multiple  on  1970  earnings 
is  about  15  times  earnings.  Stocks 
have  sold  higher  than  15  times  cur- 
rent earnings  in  all  but  one  year 
since  1955.  Stocks  did  not  sell  as  low 
as  15  times  earnings  in  any  of  the  fol- 
lowing years:  1965,  1964,  1963,  1961, 
1960,  1959  and  1958.  But  stocks  did 
not  sell  as  high  as  15  times  earnings  in 
any  of  the  years  from  1947  through 
1955,  and  sold  as  low  as  6.4  times 
earnings  and  no  higher  than  7.6  times 
in  1950. 

It  seems  to  me  that  when  individual 
issues  of  real  quality  get  down  around 
10  to  12  times  earnings,  such  stocks 
deserve  a  look.  And  I  hasten  to  add 
that  one  should  base  P/E  ratios  on 
probable  earnings  for  1970  rather 
than  on  actual  earnings  for  1969  or 
1968.  All  this  reasoning,  of  course, 
has  little  application  in  the  case  of 
those  glamour  and  concept  equities 
which  do  not  really  sell  on  a  price/ 
earnings  ratio  basis  anyway.  It  must 
always  be  recognized,  too,  that  there 
is  no  "exactly  right"  P/E  ratio  for  any 
stock,  that  5  times  earnings  may  be 
too  high  for  one  stock  and  15  times 
may  be  too  low  for  another. 

If,  as  is  suggested  by  recent  trends, 
people  this  year  become  more  thrifty 
and  avoid  luxury  items,  lower  earn- 
ings and  volumes  are  a  prospect  for 
the  luxury  and  semiluxury  companies. 
Obviously,  most  families  can  econo- 
mize on  the  purchase  of  new  automo- 
biles (especially  more  expensive  ones). 
I  don't  think  there  is  any  hurry  about 
buying  the  auto  stocks.  I  would  also 
be  cautious  about  companies  engaged 
in  all  aspects  of  the  boat  business. 

As  I  see  it,  the  economy  is  going 
through   a   temporarily— and   I   stress 
the    word    temporarily— less    buoyant 
phase  which  may  last  a  year  or  so. 
The  American  people,  however,  soon- 
er or  later  will  insist  on  a  higher  stan- 
dard of  living.  In  a  nation  where  peo- 
ple are  as  ambitious  and  active  as  we  | 
Americans,   the   trend   toward   largerj 
and  larger  debts  will  show  up  again. 
In   the   long  run   the   dollar   will  bej 
worth  less,  and  we  will  pay  off  our] 
debts  in  dollars  cheaper  than  we  bor- 
rowed. If  we  should  be  forced  to  pay  | 
off  debts  in  bigger  dollars  ( because  of  , 
deflation)   the  economy  would  be  in] 
real  trouble.  ■ 
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TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schuiz 


New  Broom 


Fl^■E  TIMES  in  the  last  two  decades 
investors  took  a  shellacking  from  the 
effects  of  tight-money  policies  car- 
ried out,  in  the  interest  of  combating 
inflationary  trends,  by  the  Federal  Re- 
serve Board  under  the  chaimianship 
of  William  McChesney  Martin.  Mr. 
Martin's  era  has  now  come  to  an  end, 
and  today  Arthur  F.  Burns  takes  over 
his  post  at  the  Fed.  Mr.  Burns  prob- 
ably is,  in  principle,  no  le.ss  conserva- 
tive than  his  predecessor.  But  there 
are  reasons  to  believe  that  under  his 
leadership  the  techniques  whereby  the 
Federal  Reserve  executes  monetary 
policy  may,  before  too  long,  take  a 
radical  new  departure. 

In  recent  years,  more  and  more 
economists  have  come  round  to  the 
view  that  the  way  in  which  the  Fed 
has  gone  alwut  implementing  policy 
has  had  unduly  destabilizing  conse- 
quences for  the  economy,  because  it 
tended  to  promote  rather  than  avoid 
excessively   inflationary  growth  of  the 

.  money  supply,  which  then  had  to  be 
squeezed  out  l)y  perhaps  unnecessari- 
ly painful  deflationary  strategies.  The 
trouble  stems  from  the  fact  that  the 
central  bank  has  been  carrying  out 
policy  decisions  mainly  by  trying  to 
influence  money-market  conditions 
through  the  manipulation  of  short- 
teiTn  interest  rates  and  control  of  re- 
serve availability  for  commercial 
banks.  Studies  indicate  that  tech- 
niques designed  to  manage  money- 
market  conditions  cannot  also  effec- 
tively control  changes  in  the  money 
supply,  in  fact  that  such  techniques 
risk  a  downright  loss  of  control  over 

'  the  rate  of  money  growth.  There  is, 
the  monetarists  suggest,  some  hope  of 
managing  either  interest  rates  or  the 
money  stock,  but  not  both;  and  since 
interest  rates  are  an  unreliable  in- 
dicator of  monetary  policy  anyway,  the 
Fed  would  do  better  to  concentrate 
on  trying  to  control  the  money  supply 
and  related  monetary  aggregates  di- 
rectly, while  letting  interest  rates  find 
their  own  level  in  an  otherwise  free 
money  market. 

Two  governors  of  the  Federal  Re- 
serve Board,  Messrs.  Maisel  and  Mitch- 
ell, are  on  record  as  favoring  just 
such  a  change  in  money  management 
technique,  and  the  new  board  chair- 
Mr.  Shuiz  is  a  partner  in  the  New  York  Stock  Ex- 
change firm  of  Abraham  &  Co. 


man  reportedly  is  inclined  to  agree. 
One  more  convert  would  give  the 
monetarist  school  of  thought  a  sym- 
pathetic majority  on  the  Federal  Re- 
serve's seven-man  board.  Since  the 
chairman's  opinion  may  carry  extra 
weight,  this  may  now  be  more  a 
probability  than  a  possibility. 

Benefiting  Sfock  Prices 

A  prospect  that  the  Fed  will  focus 
on  managing  the  monetary  aggre- 
gates and  let  short-term  interest  rates 
"float "  has  some  interesting  implica- 
tions for  investors.  For  one  thing,  it 
should  mean  that  the  official  "line" 
woidd  de-emphasize  the  importance 
of  interest  rates  as  indicators  of  policy. 
For  another,  because  the  next  policy 
shift  almost  certainly  will  be  toward 
less  severe  restraint,  short-term  rates 
could  be  expected  to  fall  more  sharp- 
ly in  a  free  money  market  than  they 
would  if  the  hitherto  prevailing  tech- 
nique- of  manipulating  money-maiket 
conditions  remained  in  effect.  This 
could  scarcely  help  benefiting  com- 
mon stock  prices.  Longer  range,  im- 
pegged  short-term  rates  could  add  a 
new  price  risk  to  media,  such  as 
Treasury  bills  and  commercial  paper, 
in  which  investors  traditionally  have 
sought  sfielter  from  the  threat  of  a 
falling  stock  market;  the  result  could 
be  a«  greater  degree  of  stability  for 
stock  prices  as  investors  thought 
twice  about  moving  from  equities  into 
short-term  debt  instruments. 

No  less  important,  if  the  monetary 
aggregates  replace  interest  rates  as 
"official"  policy  indicators,  the  fact 
that  some  of  them  rose  in  last  year's 
fourth  quarter  from  extreme-restraint 
lows  in  October  could  take  on  new 
significance.  As  this  column  suggested 
two  weeks  ago,  business  statistics  ap- 
pearing this  quarter  are  likely  to  fur- 
nish the  money  managers  with  enough 
no-growth  evidence  to  warrant  some 
relaxation  of  the  monetary  stringency. 
Since  major  aggregates  are  already 
well  above  their  tight-money  lows  of 
three  or  four  months  ago,  no  great 
shift  toward  ease  in  new  techniques 
of  managing  the  money  supply  direct- 
ly would  be  needed  to  make  a  trend 
of  revived  money  growth  clearly  vis- 
ible to  all.  Reassurance  on  this  score 
might  do  more  than  anything  else  to 
bolster  stock-market  confidence.  ■ 


^^The  Best 

In  the 
Business?" 


That's  a  reputation  that  anybody 
in  our  business  would  cherish. 

After  all,  there  are  just  about  550 
different  member  firms  of  the  New 
York  Stock  Exchange  that  any  in- 
vestor can  choose  from;  550  different 
firms  with  roughly  4,000  offices  and 
45.000  Account  Executives  who 
would  probably  all  be  delighted  to 
handle  your  account. 

Which  firm  should  you  pick? 

We  think  ours. 

Why?  Well,  we 
have  a  12-page 
pamphlet  called 
"Directing  Your  At- 
tention to  Reynolds 
&  Co."  that  should 


go  a  long  way  to- 
ward convincing 
even  the  greatest 
skeptic. 

It  tells  you  just 
who  we  are  and 
what  we  stand  for— 
details  all  of  the 
facilities,  services,  and  help  we  can 
offer  any  individual  or  institutional 
investor. 

You  can  read  it  in  ten  minutes. 
Ten  minutes  that  might  turn  out  to 
be  the  most  profitable  long  term  in- 
vestment you  ever  made. 

If  you're  willing  to  take  those  ten 
minutes,  we're  more  than  willing  to 
see  that  you  get  a  complimentary 
copy.  Just  call,  stop  in  at  our  office, 
or  mail  this  coupon. 


Please  mail  me  a  free  copy  of 
Directing  your  attention  to 
Reynolds  &  Co. 


Name 


Address 
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State 


Zip  Telepfione 


Reyholds  &  Co. 


MEMBERS  NEW  YORK  STOCK  EXCHANGE 
AND  OTHER  LEADING  EXCHANGES 

120  Broadway,  N.  Y.  10005 
Offices  Coast  to  Coast 
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STOCK  ANALYSIS 

By  Heinz  H.  Biel 


No  Bed  Of  Roses 


By  now  we  have  digested  the  mul- 
titude of  economic  forecasts  for  1970. 
As  usual,  they  varied  a  great  deal,  and 
the  end  result  is  confusing  rather  than 
enlightening.  However,  whether  we 
have  a  major  recession  or  continuing 
inflation,  or  a  combination  of  both; 
whether  we  experience  a  financial  cri- 
sis or  an  easing  of  credit  policies,  one 
thing  is  sure:  This  is  not  likely  to  be  a 
year  when  the  investor  can  delude 
himself  and  expect  to  rest  on  a  bed 
of  roses. 

It  is  pretty  obvious  by  now  that  the 
American  economy  has  stopped  boom- 
ing. Residential  construction,  except 
for  mobile  homes,  is  in  a  real  slump. 
Color  TV  sets  don't  sell.  Automobile 
production  and  sales  are  running  well 
below  earlier  projections.  Retail  sales 
are  flat,  at  best.  A  growing  number 
of  the  economists'  "leading  indicators" 
have  turned  negative.  Yet  there  is  no 
sign  of  a  letup  in  inflation.  Prices 
continue  to  rise,  especially  the  cost-of- 
living  index,  which  includes  "services" 
and  such  items  as  urban  transporta- 
tion costs  (like  the  50%  increase  in 
New  York  City  transit  fares ) . 

Strangely,  despite  the  slowdown  in 
business,  which  is  the  intended  result 
of  the  Federal  Reserve's  anti-inflation- 
ary monetary  policies,  the  rate  of  un- 
employment has  remained  at  a  low 
level.  While  no  one  wants  to  see  the 
human  misery  that  goes  hand  in  hand 
with  joblessness,  the  side  efl^ects  of 
near-full  employment  are  the  exces- 
sive demands  of  certain  labor  unions 
for  huge  increases  in  wage  rates  and 
fringe  benefits.  A  financially  strong 
giant  like  General  Electric  can  afford 
to  put  its  foot  down  and  accept  a 
three-month  strike  rather  than  sub- 
mit to  umeasonable  wage  hikes.  But 
what  can  the  smaller  entrepreneur  do 
when  confronted  by  the  overwhelming 
strength  of  the  Teamsters? 

It  is  unrealistic  to  expect  that  the 
cost-push  type  of  inflation,  fueled  by 
sharply  rising  labor  costs,  can  be  con- 
trolled, or  even  alleviated,  merely 
through  restricting  credit,  unless  we 
are  prepared  to  provoke  a  depression 
of  such  magnitude  that  massive  unem- 
ployment will  break  the  power  of 
the  labor  unions.  Obviously  for  politi- 
cal, social  and  economic  reasons,  this 

Mr.  Biel  is  a  partner  in  the  New  York  Stock  Ex- 
change firm  of  Emanuel,  Deetjen  &  Co. 
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is  completely  out  of  the  question. 
Since  our  fiscal  policies,  as  reflected 
in  the  new  tax  bill,  also  are  not  anti- 
inflationary,  particularly,  too,  because 
of  steadily  increasing  expenditures  by 
the  states  and  municipalities,  we  had 
better  have  no  illusions  and  be  pre- 
pared for  continuing  inflation  close  to 
the  present  pace  of  around  6%  a  year. 
This  also  means  that  interest  rates  will 
not,  cannot,  decline  appreciably,  since 
the  lender  will  always  demand  a  fair 
return  plus  compensation  for  inflation. 

Investors'  Choice 

The  stock  market  has  been  grap- 
pling with  these  problems  all  through 
1969  and  may  have  adjusted  itself  to 
present  realities  such  as  high  interest 
rates  and  a  profit  squeeze  for  cyclical 
and  labor-intensive  industries.  Wheth- 
er the  adjustment  is  adequate  is  an- 
other question,  but  the  market  itself 
seems  to  say  that  it  is.  While  a  great 
many  individual  stocks  are  still  mak- 
ing new  lows,  the  most  broadly  based 
averages,  like  the  NYSE  index  and 
the  S&P  industrials,  seem  to  find 
strong  support  near  the  lows  of  last 
summer.  This  is  a  hopeful  sign  and 
the  bottoming-out  process  may  be 
nearing  completion. 

The  lure  of  exceptionally  high  in- 
terest rates  is  continuing,  of  course. 
Brokers  report  an  unusual  amount  of 
bond  buying  by  small  investors,  but 
this  is  probably  savings-bank  money 
rather  than  funds  which  normally 
would  flow  into  common  stocks.  Large 
investors,  whether  they  be  individuals 
or  institutions,  undoubtedly  have  large 
sums  of  money  sitting  on  the  side- 
lines, but  they  invest  mostly  on  a 
short-term  and  highly  liquid  basis, 
just  waiting  for  the  right  moment  to 
jump  back  into  the  market. 

The  temptation  to  settle  for  a  se- 
cure, high  yield  is  great,  particularly 
when  one  has  qualms  about  the  stock- 
market  outlook.  Yet  as  soon  as  a  de- 
gree of  confidence  returns,  the  attrac- 
tion of  the  stock  market  can  become 
difficult  to  resist.  A  safe  yield  of  8%  or 
10%  a  year  quickly  loses  its  appeal 
when  you  can  see  a  chance  of  mak- 
ing 20%  or  more  in  stocks.  There  are 
virtually  hundreds  of  deeply  de- 
pressed stocks  that  may  have  little  to 
commend  themselves  at  the  moment 
but  will  snap  back  vigorously  as  soon 


as  the  investment  climate  improves. 
The  near-term  outlook  for  a  company 
like  Chrysler  is  uninspiring  right  now, 
but  1970  is  not  the  end  of  everything. 
It  requires  little  imagination  and  not 
much  of  a  bull  market  to  visualize 
Chrysler  selHng  at  40  (its  1968  high 
was  72/4!)  or  20%  above  its  current 
market  price. 

There  is  no  apparent  reason  for 
being  or  getting  bullish  at  this  time, 
but  neither  is  there  cause  for  increas- 
ing pessimism.  What  was  so  bearish 
for  the  stock  market  a  year  ago  was 
the  severely  restrictive  monetary  pol- 
icy of  the  Federal  Reserve,  designed 
to  combat  inflation.  This  restrictive- 
ness  has  its  limits.  To  go  beyond  such 
limits  and  to  prolong  it  unduly  can 
have  serious  consequences.  This  opin- 
ion is  expressed  by  a  growing  number 
of  prominent  economists,  a  few  mem- 
bers of  the  Federal  Reserve  Board  and 
several  members  of  President  Nixon's 
Cabinet.  It  is  not  unrealistic,  there- 
fore, to  conclude  that  as  far  as  credit 
conditions  are  concerned  we  have 
seen  the  worst.  Only  the  timing  and 
the  degree  of  easing  remain  in  doubt. 
The  stock  market,  which  has  already 
shown  how  sensitive  it  is  to  changes 
in  credit  conditions,  is  likely  to  re- 
spond promptly  to  any  visible  indica- 
tion that  the  Federal  Reserve  Board 
is  easing  up. 

The  entire  country  has  been 
aroused  by  the  growing  pollution  of 
the  air  we  breathe  and  the  filth  in  our 
rivers  and  lakes.  The  stock  of  any 
company  involved  in  pollution  control 
has  skyrocketed,  often  to  levels  that 
seem  utterly  unsupportable  by  actual 
facts  and  figures  and  by  realistic  pos- 
sibilities. My  choice  in  this  group  is 
Joy  Manufacturing.  This  stock,  too, 
has  had  a  sharp  advance,  but  even  its 
present  price  is  not  unreasonable  in 
relation  to  S&P's  earnings  forecast  for 
the  current  fiscal  year  of  $2.80  a 
share  vs.  $2.55  for  last  year.  Joy's  prin- 
cipal business  is  specialized  coal-min- 
ing machinery,  and  recent  legislation 
for  the  protection  of  the  miners  should 
benefit  this  company. 

Pollution-control  devices  account 
for  only  a  very  small  part  of  West- 
inghouse  Electrics  sales.  If  this  com- 
pany can  escape  the  kind  of  strike 
that  has  been  crippling  GE  since  last 
October,  Westinghouse  should  have  a 
pretty  good  year,  with  earnings  hold- 
ing close  to  the  estimated  $3.75  a 
share  for  1969.  In  fact,  if  the  economy 
should  improve  during  the  second 
half,  profits  could  approach  the  $4 
level,  a  record.  The  division  manufac- 
turing heavy  apparatus  for  the  utility 
industry  should  be  working  at  capaci- 
ty for  .some  years  to  come.  At  a  price 
in  the  50s,  Westinghouse  Electric  is  a 
solid  investment.  ■ 
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A  SPECIAL 
INVESTMENT 
MANAGEMENT 
SERVICE 
FOR 

INVESTORS 
WITH  GROWTH 
IN  MIND 


In  providing  creative,  vital  man- 
agement for  a  limited  number  of 
individuals, estates,  pension  funds, 
trusts,  and  others  with  substantial 
securities  holdings,  we  have  one 
primary  aim:  asset  growth. 

Loeb,  Rhoades  strives  to 
achieve  asset  growth  in  several 
ways.  One  of  the  most  important 
is  the  creation  of  a  stimulating  at- 
mosphere for  performance-ori- 
ented investment  ideas.  Another  Is 
the  encouragement  of  clear,  deci- 
sive thinking.  And  still  another  is 
the  marshaling  of  the  firm's  full 
investment  resources  for  the  use 
of  the  specialist  responsible  for 
your  account.  This  man  is  a  highly 
motivated  professional  portfolio 
manager  who  translates  the  firm's 
capabilities  into  a  dynamic  pro- 
gram aimed  at  meeting  your  ob- 
jectives. Charges  are  on  an  agreed 
fee  basis. 

You  are  invited  to  write  for  a 
complete  description  of  our  Invest- 
ment Management  Service, 
Address  Department  IM-F. 


LOEB,  RHOADES  &  CO. 

MEMBERS  NEW  YORK  STOCK  EXCHANGE 
AND  OTHER  LEADING  STOCK  EXCHANGES 

42  WALL  STREET,  N.Y.  10005 


OVERSEAS  COMMENTARY 

By  George  J.  Henry 


Speculating  In  Australian  Minerals 


In  my  column  in  the  Jan.  1  issue  I 
talked  in  glowing  teims  of  the  pros- 
pects for  Australian  investments.  Cer- 
tainly the  action  of  Australian  stocks 
in  general  during  the  beginning  of 
this  year  would  seem  to  bear  me  out. 

Until  the  second  half  of  1968,  the 
Australian  stock  exchanges  were  buoy- 
ant and  fiiTD,  partly  as  a  result  of  im- 
portant new  mineral  discoveries  and 
partly  as  a  result  of  London  pouring 
money  into  Australia  as  a  hedge 
against  a  possible  devaluation  of  ster- 
ling. Then  in  the  fall  of  the  same  year 
a  reaction  set  in,  which  continued  into 
early  1969,  when  London  was  on  bal- 
ance a  seller  of  Australian  stocks.  The 
London  selling  was  completed  by 
about  the  middle  of  last  year,  and  was 
followed  by  small,  normal  investment 
buying  until  another  mineral  discov- 
ery triggered  a  major  boom  in  Aus- 
tralian stocks. 

A  small  mineral  exploration  com- 
pany, Poseidon,  whose  .stock  was  sell- 
ing well  below  a  dollar,  had  discov- 
ered a  major  nickel  field.  The  indicat- 
ed value  seemed  great  enough  for  the 
stock  to  have  a  steady  rise,  and  it  re- 
cently reached  a  level  of  about  $240. 
But  this  was  merely  the  spark  to  refire 
a  situation  which,  in  any  case,  was 
due  to  develop.  The  prospects  for  min- 
eral discoveries  in  Australia  and  for 
the  development  of  recent  discoveries 
are  ])y  no  means  fully  discounted. 

Mount  Isa  Mines  has  frequenth 
been  mentioned  in  this  column  over 
the  years.  The  company  is  Australia's 
largest  copper  and  silver  producer, 
and  is  one  of  the  largest  miners  of 
lead  and  zinc.  Its  stock  is  currenth' 
selling  at  about  16/4  in  markets  abroad, 
and  at  around  17  in  the  U.S.  mar- 
ket (there  is  a  slight  premium  for  the 
American-owned  stock,  partly  due  to 
the  interest  equalization  tax).  This 
price  compares  with  a  low  of  about  7 
for  this  stock  in  the  last  12  months. 

I  do  not  know  whether  this  price 
is  justified.  It  is  true  that  the  prospects 
of  the  company  are  \'ery  bright  in- 
deed, that  its  mining  operation  is 
among  the  most  mechanized  in  the 
world  and  that  its  recent  discoveries 
of  additional  ore  bodies  should  yield 
it  great  benefits  in  the  future.  How- 
ever, if  the  current  price  of  Mount  Isa 
is  justified,  then  Anicrican  Smelting 
i{-    Refining,    recently  quoted    on    the 


.New  York  Stock  Exchange  at  around 
35  a  share,  is  very  cheap  indeed. 
American  Smelting  owns  over  50%  of 
Mount  Isa.  In  asset  value  alone  Mount 
Isa  (at  I6J4  per  share)  works  out  to 
about  $28  per  share  of  American 
Smelting  &  Refining. 

American  .Smelting  is  a  worldwide 
mining  operation  in  nonferrous  met- 
als, with  important  operations  in  Peru 
and  Mexico,  as  well  as  some  domestic 
interests.  The  stock  has  been  out  of 
favor  recenth'  owing  to  the  political 
risk  attached  to  its  Peruvian  opera- 
tions; over  50%  of  its  profits  in  recent 
years  have  come  from  that  country. 
The  market  action  of  the  stock  dur- 
ing the  first  few  da\  s  of  this  year  was 
unquestionably  due  to  the  realization 
that  it  is  an  interesting  way  for  Ameri- 
can investors  to  enter  the  Au.stralian 
mining  boom.  If  the  market's  valua- 
tion of  Mount  Isa  is  correct,  the  price 
placed  on  American  Smelting's  other 
assets  by  its  stock  price  is  very  at- 
tractive indeed. 

An  Out-Of-Favor  Buy 

It  .seems  that  not  onlv  does  the 
pendulum  swing,  but,  as  far  as  the 
stock  market  is  concerned  at  any  rate, 
the  swing  is  almost  inxariably  over- 
done. British  Petroleum,  for  instance, 
was  selling  at  23/2  at  one  time  last 
year  at  the  height  of  the  Alaskan  oil 
boom.  Today  the  price  is  back  to  13/2; 
last  vear's  low  was  11)2,  a  price  prev- 
alent before  the  black  gold  of  Alaska 
fired  the  imagination  of  investors. 

It  is  possible  that  at  23)2  the  stock 
too  greatly  discounted  even  the  very 
promising  futiue  of  this  huge  oil  com- 
bine. On  the  other  hand,  it  is  almost 
certain  that  the  present  price  does  not 
sufficiently  take  into  account  likely  de- 
velopments of  the  next  fev\-  years. 
British  Petroleum  is  not  only  one  of 
the  majoi-  beneficiaries  of  the  great 
Alaskan  oil  find,  but,  as  a  result  of  its 
merger  agreement  with  Standard  Oil 
of  Ohio,  it  is  going  to  enter  this  coun- 
try's oil  markets,  still  the  most  prof- 
itable single  market  for  oil  and  oil 
products  in  the  \\  orld. 

As  a  result  of  pending  tax  reforms, 
oil  stocks  in  general  are  currently  out 
of  favor.  However,  the  egg  is  always 
hotter  when  it  is  boiled  than  when  it 
is  eaten.  This  is  likely  to  be  the  case 
in  the  present  exaggerated  importance 
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tl^p  investing  pulilic  is  placing  on  the 
possible  change  in  the  tiix  status  of 
oil-producing  companies.  There's  no 
better  time  for  a  selective  bu\ing  of 
itimpanies  than  when  the  industry  as 
a  whole  is  out  of  favor  with  investors. 

British  Petroleum  will  become  a 
big  factor  in  the  U.S.  oil  maiket,  as  its 
merger  with  Sohio  is  going  to  go 
through.  The  antitiust  suit  threatened 
by  the  Justice  Department  has  been 
dropped  after  some  minor  changes 
uere  made  in  the  merger  proposal. 
This  antitrust  action  was  referred  to 
on  several  occasions  in  this  column, 
when  it  was  pointed  out  that  Ameri- 
can objections,  on  apparenth  flimsy 
i^rounds,  to  a  foreign  compan\'  enter- 
ing the  U.S.  oil  market  is  paradoxical, 
and  hardh-  conducive  to  good  inter- 
national relations.  .After  all,  the  large 
U.S.  international  oil  concerns  have 
poured  billions  throughout  the  rest 
of  the  world,  and  as  a  group  they 
control  the  oil  and  gas  businesses  of  al- 
most every  countr>'  in  the  Free  World. 

The  Justice  Department's  objections 
to  the  merger  have  been  dropped,  but 
only  after  enotigh  ill-feeling  had  been 
( leated  abroad  that  the  future  of  ad- 
ditional American  investments  overseas 
may  be  pennanentK  affected  by  this 
loolish  step.  It  is  unlikely  that  con- 
ferences did  not  take  plac-e  between 
tlie  Department  of  Justice  and  the 
State  Department  before  the  legal  ob- 
jections were  raised.  It  is  also  unlikely 
that  the  State  Department  did  not  im- 
mediateK  realize  that  a  political 
bombshell  would  be  .set  off.  What  is 
likely  is  that  the  Justice  Department 
went  ahead  with  its  action  in  spite  of 
tiie  obvious  international  implications. 

Antitrust  Reform 

Since  we  are  discussing  antitrust,  I 
would  like  to  mention  a  recently  pub- 
bslied  book  which  I  feel  deser\es  the 
.ittention  of  all  who  feel  that  the  anti- 
trust laws  fre(|ueiitl\  create  unjusti- 
fiable difficulties,  and  that,  even  after 
obtaining  the  best  available  legal  ad- 
\  fee,  the  entrepreneiH'  is  incapable  of 
making  what  should  be  routine  busi- 
ness decisions  without  exposing  him- 
self to  the  wrath  of  the  Department 
of  Justice.  Entitled  The  Antitrust  Di- 
lemma: Why  Congress  Sliotihl  Mod- 
ernize the  Antitrust  Laws,  the  book 
is  written  by  Joseph  W.  Burns,  an  emi- 
nent authority  on  the  subject.  It  is 
published  by  the  Central  Book  Co.  Mr. 
Burns  presents  some  very  effective 
and  well-documented  arguments  to 
support  the  need  for  antitrust  reform. 
T  recommend  this  well-written,  easily 
comprehended  book  to  all  who,  in  the 
course  of  their  daily  work,  may  find 
themselves  in  possible  conflict  with 
the  antitrust  laws;  I  also  urgently 
recommend  it  to  our  legislators.   ■ 
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STOCK  TRENDS 

By  Myron  Simons 


..^mmm^.  -V- 


Where  The  Big  Money  Is 


The  1960s  shook  all  of  us  up.  Men 
were  landed  on  the  moon;  long  hair 
and  beards  became  popular  at  schools 
and  colleges— and  even  in  Wall  Street. 
Investment  values  were  shaken,  too. 
At  the  beginning  of  the  decade,  the 
most  important  things  about  a  stock 
were  the  company's  size,  its  earnings 
and  dividends,  its  asset  value.  By 
1969  the  most  important  thing  by  far 
was  none  of  these  statistics  but  the 
more  imponderable  future  outlook  of 
the  company.  Concepts  and  prospects 
became  more  important  than  balance- 
sheet  statistics. 

For  example,  both  GM  and  Ameri- 
can Hospital  Supply  reported  smart 
earnings  gains  for  the  first  nine  months 
of  1969;  but  General  Motors  respond- 
ed to  the  good  news  this  year  by 
dropping  from  80  to  71/2,  while  Amer- 
ican Hospital  Supply  responded  to  its 
earnings  gains  by  going  up— from  35 
to  45/8.  This  underlines  what  I  said  in 
one  of  my  recent  columns  (Forbes 
Dec.  1,  1969):  that  earnings  gains 
alone  do  not  guarantee  stock  market 
gains. 

But  if  earnings  gains  in  themselves 
don't  make  stocks  go  up,  what  does? 
The  really  big  gains  (and  declines) 
are  usually  the  result  of  sharp  changes 
in  price /earnings  ratios.  Thus  in  the 
year  past,  General  Motors'  price/ 
earnings  multiple  dropped  from  13 
to  11/2,  more  than  canceling  out  the 
earnings  gain.  American  Hospital  Sup- 
ply's went  up  from  47  to  60,  putting 
the  stock  up  even  more  than  the  rise 
in  earnings. 

A  Tough  Job 

Fine.  Now  all  that  I  have  to  tell 
you  is  what  makes  P/E  ratios  go  up 
or  down.  The  answer  to  that,  of 
course,  is  that  expectations  do:  Gen- 
eral Motors  stock  went  down  when 
earnings  were  going  up  because  peo- 
ple's expectations  about  the  future 
profits  of  its  stock  were  being  scaled 
down.  The  fact  is  that  market  analysts 
spend  a  good  deal  of  time  and  effort 
on  near-term  earnings  projections. 
They  oii<2,ht  to  be  doing  more  on  un- 
derstanding —  and  predicting  —  price/ 
earnings  ratios. 

Predicting  P/Es  is  a  tough  job.  But 
there's   nothing   very   complex   about 

A  guest  columnist,  Mr.  Simons  is  research  partner 
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P/Es  themselves.  The  easiest  way  to 
explain  how  they  work  is  to  imagine 
you  own  a  store  that  earns  $10,000 
a  year  after  all  salaries  and  taxes. 
Chances  are  that  you  would  be  wilUng 
to  sell  it,  take  the  money  and  put  it 
in  bonds  and  go  fishing  if  someone 
would  pay  you  $100,000  or  so  for  it- 
ten  times  earnings.  But  perhaps  the 
neighborhood  is  deteriorating  and  per- 
haps the  future  doesn't  look  very 
bright.  Then  you  would  take  $75,000 
for  it  or  even  $50,000-7?^  to  five 
times  earnings. 

Supposing,  on  the  other  hand,  that 
a  new  apartment  building  was  going 
up  next  door:  You  expect  droves  of 
new  customers  and  a  profit  of  $20,000 
next  year.  In  that  case  you  would 
hardly  take  $100,000;  you  would 
want,  maybe  15  times  earnings, 
$150,000,  allowing  something  for  the 
expected  future  growth. 

"Prospecfs"  Make  the  Difference 

Now  let's  suppose  something  really 
exciting  happened— that  you  had  rea- 
son to  believe  that  more  apartment 
buildings  were  going  up  and  you 
would  be  able  to  get  extra  space  at  a 
reasonable  cost  to  expand  your  store 
and  that  you  would  be  netting 
$.50,000  a  year  within  five  years.  In 
that  case  even  the  $150,000  price 
would  be  too  low;  you  would  prob- 
ably want  something  in  the  neighbor- 
hood of  $300,000  for  the  store-30 
times  current  earnings  but  only  six 
times  expected  earnings. 

And  that's  all  there  is  to  the  mys- 
tery of  P/Es.  The  longer  you  expect 
rapid  growth  to  continue,  the  higher 
the  multiple  gets.  Same  store.  Same 
$10,000  in  current  year's  net  profits. 
But  all  the  difference  in  the  world  in 
prospects.  That  difference  in  prospects 
makes  a  difference  between  a 
$100,000  price  and  a  $300,000  price. 
You  might  say  that  the  basic  business 
is  worth  only  $100,000  but  that  the 
prospects  are  worth  $200,000.  A  lot 
of  money  to  pay  for  something  that 
hasn't  materialized.  Maybe,  but  it  hap- 
pens in  the  stock  market  every  day: 
General  Motors,  which  nets  close  to 
$2  billion,  has  a  combined  market 
value  of  only  about  $21  billion, 
while  International  Business  Ma- 
chines, which  nets  only  about  half  as 
much,  has  a  market  value  of  close  to 


$40  billion.  Why?  Simply  because 
General  Motors  figures  to  have  some 
bad  years  along  with  the  good,  while 
IBM  looks  as  though  it  can  keep  on 
expanding  indefinitely.  It's  the  idea— 
that  a  company's  profits  can  keep  ex- 
panding for  as  long  as  you  can' fore- 
see that  makes  high  price/earnings 
multiples. 

-  And  that  also  makes  the  danger. 
Suppose  the  expected  gains  don't  ma- 
terialize; that  prospects,  or  what  peo- 
ple regard  as  prospects,  change.  Then 
look  out!  What  happened  to  Litton 
Industries  is  a  chilling  case  in  point. 
Instead  of  continuing  to  rise— as  its 
P/E  predicted— its  earnings  dropped 
in  1958  and  its  stock  collapsed,  from 
115  to  as  low  as  37.  Now  mark  this: 
A  decline  of  $23  million  in  reported 
earnings  produced  a  decline  of  more 
than  $2  billion  in  market  price!  You. 
might  say  that  the  price/decline  ra- 
tio was  90.  You  can  see  that  price/ 
earnings  ratios  are  an  explosive  thing, 
and  like  all  explosive  things  they  can 
be  dangerous. 

Which  brings  us  back  to  the  basic 
business  of  this  column:  picking 
stocks.  Obviously  you  should  look  for 
stocks  where  you  think  the  earnings 
growth  will  continue  for  as  long  as 
you  can  foresee;  avoid  stocks  where 
you  expect  growth  to  stop  or  even  to 
slow  down.  In  either  case,  the  gains 
or  losses  can  be  out  of  all  proportion 
to  the  change  that  will  show  up  in 
actual  earnings. 

The  Basic  Questions 

At  this  point,  of  course,  we  leave 
the  field  of  mathematics  and  of  se- 
curity analysis  and  get  down  to  the 
everyday  world  of  people  and  of 
events:  How  good  is  management; 
what  is  going  to  happen  to  the  so- 
ciety? to  the  economy?  to  the  busi- 
ness in  which  the  company  operates? 
This  is  less  esoteric  than  security 
analysis;  the  information  you  need  is 
in  the  newspapers  and  magazines: 
Companies  that  have  the  right  prod- 
ucts in  the  housing,  pollution  control 
and  medical  supply  industries  are  the 
big  price/earnings  stocks  of  the  fu- 
ture. They  are  where  the  action  is 
going  to  be,  where  the  prospects  are 
going  to  be  rosy  and  where  there 
will  be  the  big  bulges  in  P/E  ratios. 
Pick  the  right  stocks  in  these  fields 
and  you  should  make  out  well. 

Picking  the  right  stocks  isn't  easy, 
but  it's  easier  than  trying  to  call  turns 
in  the  stock  market— or  in  earnings  for 
the  next  12  months.  And  a  darned 
sight  more  rewarding.  The  big  money 
in  this  age  of  long  hair  and  moon- 
landings  isn't  made  in  calling  the  turns 
in  the  market  or  in  earnings,  but  in 
calling  the  turns  in  individual  price/ 
earnings  ratios.  ■ 
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THE  MARKET  OUTLOOK 

By  Sidney  B.  Lurie 


Selectivity 


Now  TR.\T  the  traditional  deluge  of 
year-end  business  and  market  fore- 
casts is  over,  it  seems  to  me  that  there 
are  tfiree  beneath-the-surface  factors 
that  merit  the  special  consideration  of 
each  security  buyer. 

•  In  my  opinion,  we  have  entered 
an  era  that  may  witness  a  return  to 
more  traditional  investment  concepts 
and  lessened  emphasis  on  the  search 
for  "instant  performance. "  It  could 
he,  for  example,  that  the  search  will 
be  for  companies  with  a  strong  finan- 
cial position,  with  a  special  ability  to 
capitalize  on  social  as  well  as  tech- 
nological trends,  with  a  demonstrated 
ability  to  improve  profit  margins, 
rather  than  those  with  an  explosive 
but  short-lived  potential.  In  other 
words,  a  re-evaluation  of  investment 
attitudes  may  come  into  being. 

•  Although  there  is  strong  evidence 
that  the  bulk  if  not  all  of  the  price 
readjustment  in  the  averages  may 
have  already  occurred,  the  serious  un- 
solved problems  remaining  could  re- 
sult in  an  extended,  very  broad  trad- 
ing range  comparable  to  that  of  the 
early  post-\Vorld  War  II  years.  Then, 
the  market  as  reflected  by  the  aver- 
ages made  little  year-to-year  net  prog- 
ress, but  there  were  a  series  of  sharp 
over-all  price  swings  and  many  shifts 
in  individual  issues  preference.  To  ex- 
press it  differently,  while  the  malad- 
justments of  the  past  years  may  re- 
quire an  extended  transition  period 
for  their  correction,  the  emphasis 
will  continue  to  be  on  selectivity. 

•  It  would  be  unrealistic  to  expect 
an  immediate  or  explosive  new  bull 

.market,  if  only  because  the  eventual 
change  in  credit  policy  will  be  less 
dramatic  than  that  witnessed  in  pre- 
vious years.  Further,  the  recovery  his- 
tory of  other  major  postwar  correc- 
tions suggests  that  the  change  for  the 
better  does  not  occur  overnight.  In 
1957-58,  for  example,  the  fourth  quar- 
ter 1957  bottoming-out  area  was  fol- 
lowed by  a  roughly  four-month  con- 
solidation period  during  which  the 
doubts  and  fears  were  resolved  and 
confidence  was  regained. 

I  believe  the  new  emphasis  on  se- 
lectivity, on  the  stocks  that  aren't 
represented  by  the  Dow-Jones  indus- 
trial average,  will  continue  to  be  an  im- 

Mr.  Lurie  is  a  partner  in  the  New  Yorit  Stock  Exchange 
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portant  fact  of  market  life.  The  key 
to  attracting  special  interest  will  rest 
largely  with  seemingly  assured  earn- 
ings prospects  in  the  face  of  a  lack- 
luster general  environment. 

/Vieeting  fhe  Tesf 

Illustrative  of  the  point,  I  continue 
to  feel  that  Gerhcr  Products,  mentioned 
in  an  earlier  column,  meets  this  spe- 
cial test.  For  one  thing,  there  has 
been  a  year-to-year  increase  in  the 
number  of  births  every  month  but 
one  since  October  1968,  and  per  cap- 
ita consumption  of  infant  foods  con- 
tinues to  grow.  Secondly,  the  fore- 
going, coupled  with  the  company's 
strong  competitive  position  as  the  na- 
tion's leading  baby  foods  producer, 
and  a  broadening  product  base,  sug- 
gests that  sales  may  increase  5%-10% 
in  fiscal  1970.  I  expect  sales  and  earn- 
ings for  the  year  ending  March  1970 
to  reach  new  all-time  peaks  in  the 
$215-million  and  $1.90-to-$1.95-per- 
share  areas,  respectively.  In  past  years 
Gerber  often  sold  at  25  times  earn- 
ings, which  means  that  a  multiple  as 
well  as  earnings  "play"  could  come  in- 
to being. 

In  somewhat  similar  vein,  I  believe 
Trans  Union  has  several  special  claims 
to  attention.  One  lies  in  the  fact  that 
the  company's  car-leasing  division, 
which  accounts  for  80%  to  85%  of  total 
earnings  and  about  40%  of  gross, 
would  be  a  direct  beneficiary  of  any 
change  in  the  annual  pattern  of  suc- 
cessively higher  interest  rates,  be- 
cause the  company  finances  a  sub- 
stantial portion  of  its  fleet  additions 
via  short-term  borrowings  at  the 
prime  rate.  Higher  interest  costs  is 
one  of  the  reasons  last  year's  earnings 
may  be  below  $1.90  per  share  vs. 
$1.95  in  1968,  and  the  reason  car-leas- 
ing earnings  have  not  kept  pace  with 
steadily  rising  gross  in  recent  years. 
Another  potential  plus  rests  with  the 
company's  roughly  $50-million  op- 
eration in  the  water  and  waste  treat- 
ment field.  Trans  Union  subsidiaries 
are  the  leading  factor  in  factory-built 
sewage  treatment  plants  and  water 
treatment  apparatus  for  utility  and 
industrial  power  plants.  With  this  di- 
vision likely  to  enjoy  higher  profits  in 
1970,  and  another  free  of  nonrecur- 
ring problems  which  plagued  1969  re- 
sults, 1970  earnings  should  improve.  ■ 


How  fast 
should  you  expect  a 

$5,000  to  $50,000 

portfolio  to  grow 

under  investment 

management? 


Whether  you  are  investing  in  common  stocks 
for  retirement  income,  children's  education 
or  freedom  from  financial  worry,  you  want 
your  money  to  grow  as  rapidly  as  possible. 
Yet,  perhaps  for  reasons  beyond  your  con- 
trol, you  may  find  your  capital  is  not  build- 
ing up  as  fast  as  you  expect  it  to. 

To  help  solve  this  very  problem,  investors 
in  more  than  55  countries  use  The  Danforth 
Associates  Investment  Management  Plan. 
The  professional  supervision  it  offers  can, 
we  believe,  work  to  balance  the  risks  of 
common  stock  investments  and  help  you 
better  achieve  your  capital  growth  goals. 

Find  out  how  you  may  begin  benefiting 
from  this  tested  plan  with  as  little  as  $5,000 
in  cash  or  securities.  For  a  free  copy  of  our 
42-page  descriptive  booklet,  including  a 
complete  10-year  "performance  record," 
simply  write  Dept  K-5 1 . 

THE  Danforth  Associates 
Wellesley  hills,  Mass.,  u.s.a.  oaiSi 

Investment  Management  .  Incorporated  1936 


A  NO-LOAD  Mutual  Fund 

ROWE  PRICE 
NEW  ERA 


FUND, 


INC. 


Objective:  Capital  Appreciation.  The 

Fund  will  seek  capital  growth  in  any 
industry  but  it  believes  opportunities 
are  especially  promising  in  companies 
engaged  in:  Real  Estate  •  Natural 
Resources  Development  •  Scientific 
and  Technological  Research  and 
Development  •  Consumer  Services 

NO  SALES  CHARGE 

Mail  coupon  for  free  prospectus 


Rowe  Price  New  Era  Fund,  Inc. 

One  Charles  Center,  Dept.  C 

Baltimore,  Maryland  21201  (301)  539-1992 


Name. 


Address. 
City 


.State_ 


Zip  Code. 
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Split  Personalities 


"The  central  fact  of  life  regard- 
ing dual  funds  is  that  performance, 
good  or  bad,  is  substantially  mag- 
nified. More  than  any  other  fund 
vehicles,"  said  William  J.  Kirk,  pres- 
ident of  Boston-based  Income  & 
Capital  Shares,  "management  re- 
sults stick  out  with  great  clarity." 

And  indeed,  in  the  nearly  three 
years  since  most  of  these  exotic 
dual-purpose  closed-end  leverage 
funds  were  trotted  out  to  the  pub- 
lic with  much  fanfare,  the  results 
obtained  have  separated  the  men 
from  the  boys.  Look  at  the  table. 
Through  early  January  of  1970  In- 
come &  Capital,  managed  by  John 
P.  Chase,  an  investment  advisory 
service,  had  a  65%  increase  in  its 
capital  shares  vs.  an  8%  decline  for 
the  Dow-Jones  industrials.  Only  one 
other  of  the  seven  dual  funds,  Gem- 
ini Fund,  managed  by  John  Neff  for 
Philadelphia's  Wellington  Manage- 
ment, was  up. 

Hemisphere  Fund  of  Gerry  Tsai's 
Tsai  Management  &  Research 
turned  in  the  most  horrendous  re- 
sults for  its  capital  shareholders 
with  a  48%  decline  since  mid- 1967. 
Not  too  far  behind  in  poor  per- 
formance was  Putnam  Duofund, 
with  a  30%  drop  in  asset  value. 


In  1969,  with  the  market  off 
15%,  the  best  results,  only  slightly 
worse  than  the  market,  were  ob- 
tained by  Gemini  and  Income  & 
Capital.  That's  pretty  good  when 
you  consider  the  fact  that  these 
funds  have  a  leverage  factor  of 
about  1.5  times. 

"The  leverage  factor,"  says  Wil- 
liam Kirk,  "is  a  direct  reflection  of 
your  market  performance.  Those 
who  have  increased  their  asset  val- 
ue per  share  have  a  lower  leverage 
factor  than  when  they  started  out. 
The  reverse  is  true  for  those  with 
lower  asset  values  per  share  than 
the  original  offering  price."  Lever- 
age comes  into  play  because  of  the 


nature  of  dual  funds.  One-half  of 
the  capitalization  is  in  fixed-mini- 
mum-income  shares;  these  share- 
holders get  the  income  from  the 
entire  capitalization,  but  take  no 
capital  gains  or  losses.  The  other 
half  are  equity  holders  who  get  the 
'capital  gains  but  no  income. 

Unlike  the  typical  closed-end 
fund,  however,  the  funds  have  a 
maturity  date  (usually  12  to  18 
years)  on  the  income  shares.  At 
that  time  income  shares  receive 
any  unpaid  dividends  and  holders 
can  cash  in  shares  at  redemption 
value.  If  the  capital  shareholders 
vote  to  continue  as  a  mutual  fund, 
income  shareholders  may  receive 
capital  shares,  rather  than  cash. 

As  if  that  weren't  complicated 
{Continued  on  page  72) 


Dual  Funds  at  a 

Glance 

Call 
Date 

Initial  Net 
Asset  Value 

Fund  and 
Capitalization  (mil) 

Recent  Net 
Asset  Value 

Change 
Since  Started 

Recent 

Market 

Price 

Discount  or 
Premium 

(%) 

Income  &  Capital  ($35.8) 

3/31/82 

9.15 

14.19 

+  65.8% 

IS'/a 

+  6.6 

Gemini  ($45.0) 

12/31/84 

11.00 

16.27 

+  59.7 

I6V4 

0 

Leverage  Fund-Boston  ($63.7] 

1/4/82 

13.73 

15.00 

-  5.3 

lO'/s 

-16.3 

Scudder  Duo-Vest  ($95.8) 

4/1/82 

9.15 

8.06 

-11.7 

71/8 

-11.6 

American  Dual  Vest  ($38.2) 

6/29/79 

13.80 

10.22 

-16.4 

Wz 

-  7.0 

Putnam  Duofund  ($23.4) 

2/3/83 

9.12 

6.27 

-30.3 

63/8 

+  1.7 

Hemisphere  ($24.1) 

6/30/85 

11.44 

5.87 

-48.4 

s% 

+  8.9 

A  Substitute  for  Performance? 


In  last  year's  poor  stock  market, 
mutual  fund  redemptions  reached  a 
peak  of  54%  of  sales  and  totaled 
about  8%  of  total  fund  assets,  or 
$3.6  bilhon.  Most  of  the  go-go 
funds  lost  their  magic  and  were 
hard  hit.  For  no-load  funds,  the 
problem  was  especially  rough  be- 


Ehlers  of  Gibraltar  Fund 


cause  they  have  no  salesmen.  With- 
out salesmen  to  push  their  shares, 
they  depend  almost  totally  on  per- 
formance to  attract  investors.  They 
can,  to  a  degree,  induce  brokerage 
firms  to  push  their  shares  by  prom- 
ising to  funnel  brokerage  business 
to  those  firms.  But  this  is  limited 
leverage. 

David  Ehlers,  the  38-year-old 
president  of  Florida-based  Gibral- 
tar Growth  Fund,  a  no-load  fund 
whose  assets  have  grown  to  just 
under  $100  million  in  two  years, 
agrees  with  all  this  in  theory.  But 
in  actual  practice,  he  argues,  there 
are  some  things  a  smart,  resource- 
ful no-load  fimd  can  do  to  try  to 
slow  down  redemptions  during  a 
period  of  poor  performance.  "Af- 
ter performance,"  he  says,  "the  thing 
wfe  are  most  concerned  with  is  es- 
tablishing brand  loyalty." 

That  sounds  like  the  kind  of 
statement  a  marketing  vice  presi- 


dent at  a  soap  or  cigarette  compa- 
ny might  make.  Establishing  an  in- 
tangible like  brand  loyalty  is  not  so 
easy  in  mutual  funds,  where  the 
securities  law  limits  what  a  com- 
pany can  say  in  its  advertising. 

Yet  Ehlers  is  attempting  to  es- 
tablish at  least  some  measure  of 
brand  loyalty.  Some  no-loads  have 
been  hard  hit  by  redemptions;  even 
Gibraltar  has  experienced  a  30%  re- 
demption rate.  This  despite  the 
fact  that  Gibraltar's  performance 
has  not  suffered  as  much  as  others: 
Its  net  asset  value  fell  only  13%  in 
1969,  vs.  15%  for  the  DJI. 

Ehlers  has  a  few  tricks  up  his 
sleeve  that  didn't  look  very  mo- 
mentous at  first,  but  in  the  end 
may  prove  very  effective.  To  keep 
new  money  flowing  in,  which  for  a 
good  part  of  1969  was  coming  in 
at  a  $l-million-a-day  clip  but  has 
since  tailed  off  noticeably,  Ehlers 
flies  his  Learjet  around  the  country 
making  face-to-face  contact  with 
important  clients  in  various  big 
investor  areas  like  New  York  and 
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WHICH  HIGH  PERFORMANCE 

NO  LOAD 


{nc  broker  fee) 

MUTUAL 


SHOULD  YOU  BUY  NOW? 


GROWTH  FUND  GUIDE  <s  an  adv. 
sory  service  which  tells  you  what  it 
thinks  and  why.  No  doubletalk. 

NOW  if  you  are  looking  for  straightfor- 
ward advice,  forecasts,  charts,  ratings, 
pages  of  statistics  and  information  on 
about  50  of  America's  fastest  growing 
no-load  and  load  mutual  funds  take 
advantage  of  our  special  offer  today. 

GET  our  current  24-page  issue  Reg.  $3 

PLUS 
ournew  bonus  report 
Load  vs.  No-Load  Reg.  $2 

ALL  for  only  $1    (new subscribers  only) 

Just  mail  this  ad  and  $1  to 
GROWTH  FUND  RESEARCH,  INC. 

Dept    F-9   p  o.  Box  2109 
Long  Beacfi.  Calif.  90801 

Stibscription  cannot  be  assigned  without  your  consent 


gr 


onm"""' 


GUIDE 


rni  wnsTOKS  cuioi  ro  or/^Avic  c/iowth  funds 


MONEY 

GROWS 

FASTER 

IN  MEXICO 

Contact  us,  without  obliga- 
tion, for  complete  informa- 
tion on  Mexican  investment 
opportunities.  Supervised 
accounts  offer  unusual  pos- 
sibilities for  capital  growth 
or  secure  monthly  income 
at    10.5%    net   and    higher. 

mexletter 

INVESTMENT  COUNSEL-HAIVIBURGO  165 
MEXICO  6,  D.F.     TEL.  5-U-4305 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  partner 

JOHN  W.  SCHULZ 


A 


ABRAHAM  &CO. 

Members  New  York  Slock  Exchange 

and  other  leading  Exchanges 

120  Broadway.  New  York,  N.  Y.  10005 


The  Funds 


California.  By  carefully  picking  his 
contacts  and  using  the  plane'.s  .speed 
and  mobility,  he  claims  he  can 
make  a  far  more  eftective  effort 
than  a  group  of  salesmen  costing 
even  more  money.  How  can  he  af- 
ford a  plane  on  the  typical  low 
l)udget  of  a  no-load  fund?  Gibral- 
tar's management  company  loses 
m<)np\.  l)ut  that  i.s  more  than  made 
up  for  in  brokerage  busmess  gen- 
erated lor  Riter  &  Co.,  of  which 
Elders  is  a  partner. 

Sa>s  Ehlers,  "I  believe  in  person- 
al contact  and  sending  out  publi- 
cations and  ((uarterly  reports  in 
which  I  discuss  the  investment  ra- 
tionale of  Gibraltar  Growth  Fund. 
\ou'd  be  surprised  how  much 
shareholders  feel  in  the  dark  with 
most  funds.  They  want  contact  and 
correspondence." 

He  has  officers  of  the  fund  .set 
up  display  booths  at  conventions 
and  makes  extensive  use  of  direct 
mail  solicitation.  A  few  months  ago 
Ehlers  came  up  with  a  cheap  way 
of  advertising  his  fund  in  rural 
areas.  Says  he,  "We  found  a  service 
that  gets  you  advertising  in  2,700 
local  newspapers  for  the  incredibly 
low  rate  of  "STOO  a  week."  Ehlers 
says  he  now  wants  a  less  sophis- 
ticated investor  with  smaller 
amounts  to  invest,  becau.se  he  is 
not  quite  as  short-run-performance- 
minded  as  the  larger  investor.  And, 
says  Ehlers,  "He  invests  on  a  more 
stable  basis  with  greater  regular- 
ity." Up  until  now  it  was  assumed 
that  the  rural  investor  was  a  mar- 
ket primarily  for  the  sales  anriies 
of  Iitvestors  Diversified  Services  and 
Waddell  &  Reed.  What  would  be 
peanuts  for  such  giants,  could  make 
a  big  difference  to  the  much  small- 
er average  no-load  fund. 

What  Ehlers  says  is  basically 
this:  Good  merchandising  is  no  sub- 
stitute for  good  performance,  but 
it's  a  valuable  supplement. 


How's  That  Again, 
Mr.  Brooks? 


Listen  to  this:  "I  think  that  over 
the  next  two  years  there's  a  chance 
of  making  more  money  in  Penn 
Central  than  in  IBM."  Are  these 
the  words  of  an  old  fuddy-duddy 
who  is  scared  of  high  price/earn- 
ings ratios  and  who  still  thinks  the 
railroads  are  the  backbone  of  the 
U.S.  economy?  Not  at  all.  This  is 


^itm     Investments  Geared  to  America's  Future 
JMFl 


JOHNSTON 

MUTUAL  FUND 


for  investors  seeking  possible  growth 
of  capital  and  income 

A  NO-LOAD  FUND 

No  Redemption  Charge 
Systematic  Investment  Plan 

NO  SALES  CHARGE 

Self-Employed  Retirement  Plan 
Available   (Keogh  Act) 

Mail  Today  For  Free  Prospectus 


Ttie  Johnston  Mutual  Fund,  Inc. 
460  Park  Ave.,  N.Y.C.  10022    Dept.  C 
Phone:  (212)  679-2700 


NAME 


ADDRESS . 


NATIONAL 

INVESTORS 

CORPORATION 

A  UNION  SERVICE  FUND 


Distribution 
From  1969 
Gain 


28  Cents  a  Share 

Payable  Feb.  13,  1970 
Record  Date  Jan.  12,  1970 

65  BROADWAY,  NEW  YORK,  N.  Y.  10006 


BROAD   STREET 

INVESTING 

CORPORATION 

A  UNION  SERVICE  FUND 


Distribution 
From  1969 
Gain 


$1.25  a  Share 

Payable  Feb.  13,  1970 
Record  Date  Jan.  12,  1970 

65  BROADWAY,  NEW  YORK,  N.  Y.  10006 


Getting  Your  Dollars  Worth  in 
MUTUAL  FUNDS? 

Discover  how  proven  research  can  help  you  get  more 
for  your  investment  dollar.  Get  all  the  facts  from 
FundScope,  the  monthly  mutual  fund  magazine.  Special 
offer:  mail  just  $14  for  a  3  month  subscription  plus  the 
Mutual  Fund  Guide  with  308  pages  of  vital  data  on 
380  Funds.  FundScope 

Dept.  F.  Suite  700,  1900  Avenue  of  the  Stars 
Los  Angeles,  California  9006? 
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R.  J,  REYNOLDS 
TOBACCO  COMPANY 

QUARTERLY  DIVIDEND 

A  quarterly  dividend  of  60<t;  per  share  has  been  de- 
clared on  the  Common  Stock  of  the  Company,  pay- 
able March  5,  1970  to  stockholders  of  record  at  the 
close  of  business  February  10,  1970. 

WILLIAM  R.  LYBROOK. 
V/ce  President  and  Secretary 
Wlnslon-Salem,  N.  C. 
January  15, 1970 
S0ventY  Consecutive  Veers  of  Cash  Dividend  Peyntente 

R.J.  REYNOLDS  TOBACCO  COMPANY 

AND  SUBSIDIARIES 

TOBACCO  PRODUCTS  •  FOOD  PRODUCTS  •  FRUIT  JUICE  BEVERAGES 

INDUSTRIAL  CORN  PRODUCTS    •    ALUMINUM  PRODUCTS    •    PACKAGING  MATERIALS 

SEA-LANO  CONTAINERIZED  FREIGHT  TRANSPORTATION 


KEYSTONE  CONSOLIDATED  INDUSTRIES  -  INC. 

Common  Stock  Dividend  No.  198 

DECLARED  BY  THE  BOARD  OF  DIRECTORS  ON 
JANUARY  20,  1970 


AMOUNT: 
RECORD  DATE: 
PAYABLE: 


500 

FEBRUARYS,  1970 

MARCH  2,  1970 


KEYSTOnE 


COnSOLIDATED  IRDUSTRIES 

PEORIA,  ILLINOIS -61607 


inc. 


TENNECO  INC. 


DIVIDEND 
NO.  90 


HOUSTON. TEXAS 


The  Board  of  Directors  has  declared  a 
quarterly  dividend  of  33 <  per  share  on 
the  Common  Stock,  payable  March  17, 
1 970,  to  stockholders  of  record  on  Feb- 
ruary 20,  1 970. 

M.  H.  COVEY,  Secretary 


Chemicals     •     Natural  Gas  Pipelines     •      Oil 
Packaging      •      Land  Use      •      Manufacturing 


The  Funds 


A.  Oakley  Brooks,  president  of  New 
York's  small  (assets  $59  million)  buf 
prestigious  no-load  de  Vegh  Mu- 
tual Fund,  and  his  credentials  are 
most  impressive:  In  the  latest 
FoBBES  Mutual  Fund  Survey  (Aug. 
15,  1969),  de  Vegh  showed  one  of 
the  best  all-around  long-term  rec- 
ords among  the  237  funds  rated. 
It  ranked  A  in  up  markets,  B  in 
down  markets;  it  is  rare  for  a  fund 
that  shines  in  up  markets  to  also 
make  an  above-average  showing  in 
dotun  markets. 

Brooks  bases  his  opinion  of  the 
relative  merits  of  Penn  Central  vs. 
IBM  on  a  carefully  thought- 
out  view  of  fundamental  conditions. 
"Do  you  realize,"  he  asks  rhetori; 
cally,  "that  for  ten  years  the  rate 
of  gain  in  labor  productivity  in  rail- 
roads has  been  double  that  of  in- 
dustry?" By  that  he  means  that  the 
rails  are  carrying  more  freight  with 
fewer  employees.  "They  were  using 
these  gains,"  he*  continues,  "to  cut 
rates  to  stop  losing  their  share  of 
traffic."  They've  stopped  losing  traf- 
fic. Henceforth  some  of  the  gains 
will  How  through  to  profits.  "Over 
the  ne.xt  tliree  to  four  years,"  says 
lirooks,  "the  average  gain  in  earn- 
ings of  a  well-run  railroad  will  be 
better  than  that  of  the  Dow-Jones 
industrial  index. 

"On  top  of  that  you  get  a  situa- 
tion like  the  Seaboard  Coast  Line 
(see  p.  44),  where  they'll  get  sub- 
stantial profit  improvement  out  of 
their  merger.  Illinois  Central  is  go- 
ing to  have  substantial  real  estate 
profits  in  the  next  few  years. 

Brooks  is  also  high  on  building 
stocks.  "We're  seeing  signs  of  an 
economic  slowdown  now,"  he  says. 
"The  only  real  stimulant  we  see  for 
the  next  few  years  is  building. 
We've  got  a  terrible  housing  short- 
age." He's  backing  up  his  words 
by  starling  to  whittle  away  at  his 
cash  pile,  which  he  has  kept  at  25% 
or  more  since  1967. 

He  has  been  buying  stocks  like 
Federal  National  Mortgage,  Johns- 
Manville  and  Certain-Teed.  "Right 
at  this  moment,  Fanny  May  is  losing 
money, "  he  says.  "But  if  you  get  a 
6}'/^  bill  rate,  it  costs  them  less  to 
borrow  and  they  can  make  so  much 
money  it  will  make  your  head  swim. 
This  is  a  highly  leveraged  opera- 
tion." He  might  buy  some  bonds. 
"If  I'm  betting  on  easier  money," 
he  says,  "I  might  see  207.  to  2.5* 
gains  in  fixed-income  securities." 

Brooks    hopes   soon    to   have   de 
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Brooks  of  de  Vegh 


V'egh  fully  invested  in  stocks  again 
—which  to  him  means  reducing 
cash  from  25%  to  10?.  The  cash 
hoard  held  him  back  in  bullish 
1968.  (De  V'egh's  good  showing  in 
Forbes'  survey  is  based  on  its  long- 
term  showing. 

But  Brooks  is  frank  to  admit  that 
de  \'egh's  recent  lagging  was  due 
to  more  than  too  much  cash.  In 
1969  the  fund  dropped  16.2%  in  net 
asset  value,  a  showing  that  was 
neither  l>etter  nor  worse  than  that 
of  the  stock  market  as  measured  by 
the  Dow-Jones  industrials,  but  was 
far  worse  than  that  of  the  best-per- 
forming funds.  "I  thought  the  econ- 
omy would  be  last  August  where  it 
is  today,"  he  says.  "We  took  at  face 
value  the  Ni-\on  Administration's 
stated  intention  to  get  their  arms 
around  this  inflation  problem."  That 
would  have  meant  lower  corporate 
profits,  followed  by  looser  money 
policy  in  mid-1970,  followed  by 
,  the  long-awaited  building  boom. 

So  Brooks  went  into  stocks  he 
thought  would  go  against  the  low- 
er-earnings trend  (consumer  prod- 
ucts, utilities,  insurance)  as  well  as 
those  that  would  benefit  from  a 
building  boom.  The  boom  never 
came.  "Our  cement  stocks,  for  ex- 
ample," he  says,  "are  down  40%  to 
50%  from  where  thev  were  at  the 
end  of  1968." 

But  if  Brooks  is  correct  about 
what  slocks  are  right  for  the  next 
few  years,  de  V'egh  will  come  back 
strong.  He  has  put  his  money  where 
his  mouth  is.  De  \'egh  has  a  huge 
16%  of  its  money  in  building  stocks, 
5%  in  rail  stocks. 


This  advertisement  is  neither  an  offer  to  sell,  nor  a  solicitation  of  an  offer  to  buy,  any  of  these  securities. 
This  offering  is  made  only  by  the  Prospectus. 


NEW  ISSUE 


January  16, 1970 


475,000  Shares 


HOLOBEAM,  INC. 


TM 


Common  Stock 

($.10  Par  Value) 


Price  $21.75  per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from  only  such  of  the  undersigned 
as  may  legally  offer  these  securities  in  compliance  with  the  securities  laws  of  such  State. 


Walston  &  Co.,  Inc 
Bear,  Stearns  &  Co. 


Dominick  &  Dominick, 

Incorporated 

E.  F.  Hutton  &  Company  Inc. 


Bache  &  Co. 

Incorporated 

Equitable  Securities,  Morton  &  Co. 

Incorporated 

W.  E,  Hutton  &  Co.     Ladenburg,  Thalmann  &  Co.     R.  W.  Pressprich  &  Co, 

Incorporated 

Shearson,  Hammill  &  Co.        Shields  &  Company        G.  H,  Walker  &  Co. 

Incorporated  Incorporated  Incorporated 

Blair  &  Co.,  Inc.  J.  C.  Bradford  &  Co.  Butcher  &  Sherrerd 

Incorporated 

Faulkner,  Dawkins  &  Sullivan  H.  Hentz  &  Co.  Hirsch  &  Co. 

Securities  Inc. 

Laird  McDonald  &  Company         New  York  Hanseatic  Corporation 

Incofimratcd 

Thomson  &  McKinnon  Inc.         C.  E.  Unterberg,  Towbin  Co. 


T.  ROWE  PRICE 
GROWTH  STOCK 
FUND,  INC. 


A  NO-LOAD  FUND 

Investing  in  stocks 

carefully  selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

NO  SALES  CHARGE 

Self-Employed 

Retirement  Plat) 

(Keogh  Act) 

Available 


T.  Rowe  Price  Growth  Stock  Fund,  Inc. 
One  Charles  Center.  Oept.B 
Baltimore,  Md.  21201 


Name. 


.?ip. 


NO  SALES  CHARGE 

NO  REDEMPTION  CHARGE 

100/0  of  your  money  is 
invested  for  growth  possibilities 
in  the  broad  field  of  ENERGY 

•  nuclear  power  •  electronics 

•  data  processing  •  oil 

•  aerospace 

•  communications,  etc. 
only  $100  initial  investment. 


SELF-EMPLOYED  RETIREMENT  PLANS 

ENERGY  FUND  Is  a  qualified 
Investment  under  Keogh  Act. 


I 

I 
I 

L 


APPROVED   IVIODEL 
CORPORATE  PROFIT 
SHARING   PLAN 


RALPH  E.  SAMUE'.  &  CO.,  Distributor 

Members  N.Y.  Stock  Exchange 

55  Broad  St.,  New  York  10004  Dept.  F 

(212)  344-5300 

Please  send  me  the  Free  prospectus 

and  literature  on  ENERGY  FUND. 

NAME 


ADDRESS 


-ZIP. 
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Privacy 

plus 

a  Bonus 


Double 
Safety 


THINK 
ABOUT  IT 


4% 


In  a  pinch,  or  when  a  good  deal  comes 
along,  nothing  takes  the  place  of  cash. 
Oiu-  13onus  Savings  Account  gives  you 
instant  availability  plus  highest  earn- 
ings. Base  interest  rate  is  compounded 
daily  —  date  in  to  date  out  —  paid 
quarterly.  Bonus  paid  at  maturity  (  6 
months).  Minimum  account  —  $1,000, 
No  minimum  for  Passbook  accounts. 
Write  for  details. 


One 


of  Americo'i  lorgeit        rinijnnBPi 


and  ttrongett 


Fidelity 

^ec^eAojt  SAVINGS 

*ND  iOAM  AtSOCIATION 

Box  1631-22   •    Glendale,  Calif.  91209 
Assets  over  %A2b.Q00.Q00 


Please  send  informotion  on: 

□  5'/4%  Bonus  occounis 

□  5%  Passbook  Accounts 


Name_ 


Address- 


City- 


-Stole. 

PLEASE  PRINT 


.Zip- 


i2j 


KAMPGROUNDS  FRANCHISE 

A  moneymaker!  Largesf  international  system  of 
franchisee!  campgrounds,  prociuces  exceptional 
earnings  from  modest  investment.  Strong  na- 
tional advertising,  proven  operating  methods. 
Over  300  campgrounds  now  operating,  another 
300-plus,  in  construction,  planning  stoges.  In- 
quire  now  while  top  franchise  locations  ore  still 
avoilable: 

KAMPGROUNDS  OF  AMERICA,  INC. 

P.  O.  Box  1138-F 

Billings,  Montana  39103 


AGGRESSIVE  GROWTH 
ACCOUNTS  MANAGED 


Under  personal  discretionary  management  of 

ROBERT  N.  PEISNER 

.^cct.  Exec,  and  Author  ol  "How  (o  Select  Rapid 

Growth  Stocks."  Now  in  5th  printing. 

MINIMUM   ACCOUNT:  $25,000 

Bateman  Eichler,  Hill  Richards 

INCORPORATED 

Member  New  York  Stock  Exchange 

6355  Topanga  Canyon,  Woodland  Hills,  Cal.  91364 

Phone  (213)  883-4040 


The  Funds 


( Continued  from  page  68 )  •' 
enough,  duals  are  closed-end  funds, 
hading  at  the  price  investors  think 
they  are  worth,  not  at  net  asset  val- 
ue. Until  last  year,  partly  because  of 
their  lack  of  a  track  record  and 
partly  because  of  their  complexity, 
duals  usually  sold  at  a  discount. 
But  by  early  this  year  three  of  the 
seven  had  moved  to  a  premium. 

Ironically,  it  was  the  poorest- 
performing  fund,  Hemisphere,  that 
commanded  the  largest  premium, 
9%.  The  best-performing  fund.  In- 
come &  Capital  Fund,  traded  at  a 
6%  premium.  Why  a  premium  for 
lousy  perfonnance?  One  money 
manager  thought  the  reason  was 
that  Hemisphere  had  the  greatest 
leverage.  Should  the  market  turn 
up,  they  would  have  the  most 
spectacular  increases  even  without 
picking  all  the  best-perfoiTning 
stocks.  If  the  market  continues  to 
decline,  of  course  investors  will 
take  a  beating,  but  not  such  a 
large  one,  because  the  stock  at  this 
point  behaves  something  like  a 
warrant  (you  have  a  long-term  call 
on  an  eventual  leveraged  upturn 
in  the  market). 


Income  &  Capital's  Kirk  specu- 
lates investors  may  be  willing  to 
pay  a  premium  for  his  fund  •  for 
the  opposite  reason.  Says  he:  "Per- 
haps shareholders  are  paying  us  a 
premium  because  we  now  have 
less  leverage  than  any  other  fund. 
They  may  want  some  action  but 
not  too  much.  Besides  they  have 
the  reassuring  knowledge  we  know 
what  we're  doing." 

Kirk  hasn't  forgotten  or  neglected 
his  income  shareholders  either.  For 
his  fund  is  the  only  one  whose  in- 
come shares  currently  are  selling 
above  the  original  offering  price 
(before  the  sales  load) .  Today  they 
are  yielding  a  healthy  8%.  On  the 
other  hand,  Scudder  Duo-Vest  has 
only  recently  begun  to  meet  the 
dividend  scale  that  it  promised  to 
its  shareholders. 

The  money  manager  of  dual 
funds  clearly  has  a  complex  task. 
He  must  reconcile  opposing  inter- 
ests in  addition  to  trying  to  figure 
out  the  right  securities  and  the  di- 
rection of  the  markets.  Which 
means  that  they're  not  for  every 
money  manager  any  more  than 
they  are  for  every  investor.  ■ 


READERS  SAY 


( Continued  from  page  9 ) 

How  About  Us? 

Sm:  Several  of  our  stockholders  have 
asked  a  question  concerning  the  posi- 
tion in  which  National  Service  has  been 
placed  in  "Who's  Where  in  the  Stock 
Market"  (Forbes,  Jan.  J).  Our  company 
is  listed  2.31st,  with  a  five-year  price 
gain  of  34.9%.  According  to  our  rec- 
ords. National  Service  stock  was  selling 
for  $38  to  $39  in  October  or  Novem- 
ber 1964.  In  January  1965  there  was  a 
4-for-3  stock  split,  one  in  January  1968, 
and  a  2-for-l  stock  split  in  September 
1969.  At  our  most  recent  price,  I  think 
you  would  find  that  the  five-year  price 
gain  was  far  more  than  the  .34.9?  .shown. 

— EnwiN  Zab.'VN 

President, 

National  Service  Industries,  Inc. 

Atlanta,  Ga. 

We  goofed.  We  missed  the  4-for-3 
split  in  early  1965.  Thus  the  gain  shoidd 
have  been  80.3%  wlxich  would  have 
placed  Natioiwl  Service  hidiistrics  151st 
on  the  "Who's  Where  in  the  Stock  Mar- 
ket" list— Ed. 

Sir:  The  basis  your  editors  chose  for 
comparing  profitability  is  an  interesting 
one.  As  the  article  inferred,  the  list  con- 


tains some  surprises— at  least  to  me. 
Probably  the  greatest  surprise  of  all  was 
that  our  company  was  not  listed.  We 
have  long  been  noted  for  profitabili- 
ty, so  we  computed  what  our  rank  would 
have  been  by  your  system  as  we  under- 
stand it.  The  results  are  that  in  the  over- 
all ranking  of  return  on  equity  over  a 
five-year  period,  Maytag  would  have 
been  27th  with  25.5%.  In  the  second  col- 
umn, pertaining  to  the  latest  12  months, 
our  rank  would  have  been  14th  with 
27.2%,  and  in  third  column  on  five-year 
return  on  total  capital,  our  ranking  would 
have  been  11th  with  25.5%. 

— L.D.  ViCKERS 

Administrative  Vice  President, 

The  Maytag  Co. 

Newton,  Iowa 

The  Maytag  figures  are  indeed  im- 
pressive, but  Maijtag's  sales  of  $157  mil- 
lion for  fiscal  1968  made  the  company 
too  small  for  inclusion— Ed. 

Sir:  We  wish  to  callyour  attention  to' 
the  fact  that  American  Forest  Products 
Coip.  was  not  acquired  by  any  otlier  or- 
ganization as  reported  on  p.  189  of  your] 
"Annual  Report  on  American  Industr>" 
(altliough  we  were  in  the  news  about  a 
year  ago  as  a  result  of  having  under- 
taken preliminaiy  negotiations  widi  two 
other  organizations ) . 

— D.WE  OhmanI 
Public  Relations  Director,  i 
American  Forest  Products  Corp. 
San  Francisco,  Calif. 
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1  WARRANTS  J 

h  move  faster  and  further  than  any  other  typ:  of  = 

r  security— both  up  and  down.   Thjs.   in  preniojs  l 

I  years,    General   Tire   &    Rubber   Warrants   moved  = 

i  from  4'/^  to  206  and  United  Air  Lines  Warrants  | 

g  from   4'/(    to    126   amid    a    host   of   simrlar   ei-  = 

I  ampler,    whiie   a    Martin-Marietta    Warrant   skid-  g 

I  d.d    from   46'/4    to    14^',    with   plenty   of   down-  | 

g  side  company.  Since  tha  outstanding  leverage  g 

Z  of  Warrants  is  indispjtable,  and  since  the  njm-  g 

I  ber  of  actively-trading  Warrants  is  growing  rap-  = 

1  idly— 170  CJrrently  that  you  should  know  about  § 

I  — witti    mor*   top-flight   companies    issuing   War-  i 

I  rants;  AMK,  Gulf  &  Western,  Ling-Temco,  Loew's  § 

I  etc.— you  should  know  what  Warrants  are,  which  g 

\  Warrants  trade  in  today's  market,  and  the  basic  | 

g  rules   for   recognizing  opportjnities   in   Warrants  i 

g  (and  dangers)  when  they  occur.  g 

£  The   R  H.M     Warrant   &   Stock   Survey   +   Stocks  f 

=  Under    10.    is   one  of   the    largest  and   most  re  g 

g  spected    investment    services    covering    the    War-  g 

1  rant  field,    with   more  than  two  decades  of  ser-  g 

i  vice  to   in.estors  under  the  editorship  of  Sidney  j 

g  Fried,  a  name  associated  with  the  Warrants  field  § 

g  in   every  financial   center  of   the  western   world.  § 

S  Let  us  tell  you  how  our  service  approaches  devel-  h 

3  oping  opportunities  in  Warrants,   in  the  general  § 

J  stock  market,  and  in   "Stocks  Under  10".  There  § 

3  is  no  obligation,   and   there  is   no  cost  for  this  f 

g  valuable  information,   yet  it  could  mean  a  great  = 

i  deal    to   you    in    the   active    markets   ahead     For  = 

3  your   free   copy,    send   today   to   Warrants     Oepf.  g 

i  F417,    R.H.M.    Associates,    220    Fifth   Avenue,  = 

i  New  York.  N.Y..   10001.  = 
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DIVIDEND 
NOTICE 

The  Board  of  Directors  of 
Ford  Motor  Company  at  a 
meeting  held  in  Dearborn, 
Michigan,  on  January  8, 
1970,  declared  a  first 
quarter  dividend  of  60  cents 
per  share  on  the  Company's 
outstanding  stock,  payable 
March  2,  1970,  to  stock- 
holders of  record  January 
29,  1970, 


The  American  Road 
Dearborn.  Michigan  48i2i 
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THOUGHTS . . . 


ON  THE 
BUSINESS  OF  LIFE 


No  time  of  life  is  so  beautiful  as  the 
early  days  of  love,  when  with  every 
meeting,  ever>-  glance,  one  fetches 
something  new  home  to  rejoice  over. 

— SOREX  KlERKEG.^ARD 


With  the  fearful  strain  that  is  on 
me  night  and  day,  if  I  did  not  laugh  I 
should  die.  — Abr.\ham  Linxolx 


Make  yourself  an  honest  man,  and 
then  you  may  be  sure  that  there  is 
one  less  rascal  in  the  world. 

—Thomas  Cabl^xe 


Unbroken  happiness  is  a  bore:   It 
should  ha\e  ups  and  downs. 

— MOLIERE 


Happiness  is  not  a  station  you  ar- 
rive at,  but  a  manner  of  traveling. 

—Margaret  Lee  Ruxbeck 


Whatever  comes  from  the  heart  car- 
ries the  heat  and  color  of  its  birth- 
place.     — OiJ\'ER  Wendell  Holmes 


The  superstition  that  all  oiu:  hours 
of  work  are  a  minus  quantity  in  the 
happiness  of  life,  and  all  the  hours  of 
idleness  are  plus  ones,  is  a  most  ludi- 
crous and  pernicious  doctrine,  and 
its  greatest  support  comes  from  our 
not  taking  sufficient  trouble,  nor  mak- 
ing it  a  real  effort,  to  make  work  as 
near  pleasme  as  it  can  be. 

— Arthlti  Balfolti 


Smile   to   yourself   until   you   have 
warmed  \"Our  oun  heart  with  the  sun- 
shine   of    your    cheery    countenance. 
Then  go  out— and  radiate  your  smile. 
-Bruno  Hagspiel 


It  is  part  of  the  business  of  life  to 
be  affable  and  pleasing  to  those  whom 
either  nature,  chance  or  circumstance 
has  made  our  companions. 

— Thom.\s  More 


Let  thy  discontents  be  thy  se- 
crets; if  the  world  knows  them  'twill 
despise  thee  and  increase  them. 

—Benjamin  Frantklin 


No  man  ever  distinguished  himself 

who  could  not  bear  to  be  laughed  at 

— Marla  Edgeworth 


B.  C.  FORBES 

Smiling  will  carry  you  further 
than  swearing.  "A  happy  man 
or  icoman,"  said  Robert  Louis 
Stevenson,  "is  a  better  thing  to 
find  than  a  five-pound  note." 
One  malcontent  in  an  organiza- 
tion is  as  a  rotten  apple  in  a 
basket  of  fresh  fruit.  Cheerful- 
ness is  an  asset  both  of  business 
and  of  body. 


And  as  he  knew  not  what  to  say, 
he  swore.  —Byron 


Laughter,  while  it  lasts,  slackens 
and  unbraces  the  mind,  weakens  the 
faculties,  and  causes  a  kind  of  remiss- 
ness and  dissolution  in  all  the  powers 
of  the  soul.  —Joseph  Addison 


Mirth  prolongeth  life,  and  causeth 
health.  Nicholas  Udall 


He'd  be  a  much  nicer  fellow  if  he 
had  a  good  swear  now  and  then. 

—John  Tyndall 


Sorrow  was  made  for  man,  not  for 
beasts;  yet  if  men  encourage  melan- 
choly too  much,  they  become  no  bet- 
ter  than   beasts.  — Gervantes 


There  is  no  wisdom  in  useless  and 
hopeless  sorrow. 

—Samuel  Johnson 


There's  such  a  charm  in  melanchob 
I  would  not  if  I  could  be  gay. 

—Samuel  Rogers 


Happiness  .  .  .  loves  to  see  men  at 
work.  She  will  be  found  not  in  pal- 
aces but  lurking  in  cornfields  and  fac- 
tories and  hovering  over  littered  desks; 
she  crowns  the  unconscious  head  of 
the  laboring  man.     — Damd  Grayson 


More  than  3.000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  S6.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  (Sales 
tax:  New  York  State,  from  3%  to 
6%;  New  York  City,  6%.) 


I  think  a  sense  of  humor  is  the  emo- 
tional equivalent  of  a  sense  of  realism. 
One  should  not  take  everything  se- 
riously, and  ever>body  takes  some 
things  seriously. 

—Michael  Maccoby 


A  Text . . . 


Sent  in  by  Mrs.  Albert  Haer- 
ter,  Hosmer,  S.D.  What's  your 
favorite  text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Business 
of  Life  is  presented  to  senders  of 
texts  used. 


Sorrow  is  better  than  laughter:  for  by 
the  sadness  of  the  countenance  the 
heart  is  made  better. 

— Ecclesiastes  7:3 
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Will  Those 
Billions' 
Ever  Bloom? 


General  Electric 
announces 

the  United  Systems 
ofthe'70's 


Large-scale  information  systems  that 
communicate  .  .  .  that  draw  from  one 
huge  data  base  to  deliver  whatever 
computer  power  you  need,  wherever 
you  need  it. 

That's  the  new  General  Electric 
United  Systems.  Computer  systems 
that  can  grow  together  to  give 
you  unmatched  corporate 
communications.  You  will  have 
at  your  control,  a  single  strong 
management  information  network. 
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BATTERIES 


In  just  the  last  ten  years  the  use  of  lead  for  batteries  ir 
creased  from  312,725  tons  to  well  over  half  a  million  tons 
year.  □  Today,  this  market  is  expanding  at  an  even  fastf 
rate.  More  automobiles';  more  trucks,  more  golf  carts,  mor 
power  boats,  more  industrial  lift  trucks  and  other  battery 
powered  vehicles,  power  tools  and  equipment  demand  mor 
and  more  lead-acid- batteries.  □  St.  Joe,  now  the  nation' 
largest  and  most  efficient  producer  of  lead,  is  a  major  sup 
plier  to  the  battery  industry.  □  St.  Joe  is  also  the  nation' 
largest  producer  of  zinc— another  metal  with  fast  growini 
markets.  And  other  St.  Joe  products  include  zinc  oxide,  iro: 
ore  pellets,  iron  oxide,  agricultural  limestone,  cadmium,  cop 
per  concentrates,  silver  and  sulphuric  acid.  □  Write  for  . 
copy  of  our  latest  annual  and  quarterly  reports. 


One  of  St.  Joe's  Growing  Markets 
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Side  Lines 
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The  Pursuit  of  Facts 

When  you  start  working  on  a  story  you  never  know  where  you  will  end 
up— that  is,  if  you  let  the  facts,  and  not  your  preconceptions,  guide  you. 
Forbes  reporters  frequently  start  off  in  one  direction  only  to  discover 
they're  on  the  wrong  scent.  That's  what  happened  to  Senior  Editor  Rob- 
ert J.  Flaherty;  the  cover  story  on  steel  (p.  24)  is  the  result. 

Actually,  Flaherty  had  no  thought  of  writing  a  cover  story  when  he 
began  to  look  into  the  steel  industry.  He  did  his  initial  research  in  order 
to  interview  Edwin  H.  Gott  (see  picture),  chairman  of  U.S.  Steel,  for  a  Face 
Behind  the  Figures.  This  research  made  U.S.  Steel  look  pretty  dismal.  The 
company  had  invested  $2.3  billion  in  new  plant  in  the  last  four  years. 
Yet  its  operating  margin  was  dropping.  It  had  fallen  below  the  operating 
margin  of  the  company's  archrival,  Bethlehem. 

Now,  Flaherty  had  learned  at  Harvard  Business 
School  that  a  company  that  modernizes  its  plant  and 
equipment  should  raise  its  operating  margin.  But  ex- 
actly the  opposite  was  happening  at  U.S.  Steel.  He 
went  to  Gott  to  ask:  How  come?  He  figured  Gott's 
excuses  might  result  in  a  nice,  Httle  feature,  maybe 
six  or  seven  paragraphs  in  length. 

Gott  had  an  answer  to  Flaherty's  question:  Much 
of  U.S.  Steel's  and  the  industry's  new  equipment,  he 
said,  was  so  new  that  nobody  had  any  experience  in 
operating  it.  Learning  how  was  expensive;  it  had  cost 
the  industry  a  fourth  as  much  as  the  equipment  itself. 
Now,  said  Gott,  that  problem  was  under  control,  and 
the  equipment  would  soon  begin  to  pay  off  in  sig- 
nificantly lower  operating  costs. 

Gott  warmed  to  his  subject.  He  told  Flaherty  he 
believed  the  steel  industry  had  a  bright  future.  There 
is  a  worldwide  shortage  of  steel,  he  said.  All  the 
steel-producing  countries  together  can't  meet  the  demand. 

A  bright  future?  For  steel?  If  that  was  true,  Flaherty  had  more  than 
a  nice,  little  feature.  He  started  checking. 

He  discovered  that  a  man  at  Donaldson,  Lufkin  &  Jenrette,  the  in- 
vestment firm,  had  just  completed  an  eight-month  study  of  steel  produc- 
tion and  consumption  around  the  world.  The  man,  William  R.  Fisher  Jr., 
told  Flaherty  that  Gott  was  absolutely  right,  and  he  explained  why  the 
shortage  existed  and  why  it  was  bound  to  continue  for  some  time. 

On  the  way  out,  Flaherty  ran  into  John  Lobb,  the  former  president  of 
Crucible  Steel,  who  now  works  for  DLJ.  Flaherty  had  interviewed  Lobb 
before.  Lobb  raised  an  interesting  question.  Granted,  he  said,  that  great 
opportunities  lay  ahead  for  the  steel  industry:  Would  the  industry  be  able 
to  exploit  these  opportunities?  Some  of  the  companies  had  obsolete  plants 
(and  he  listed  these  plants,  some  50  in  all).  Others  had  obsolete  man- 
agements. It  would,  he  felt,  require  both  modem  plant  and  modern 
management  to  take  advantage  of  the  opportunities. 

Flaherty  kept  interviewing  men  in  the  industry,  and  gradually  his  story 
took  shape.  He  ended  with  a  far  different  story  from  the  one  he  started 
out  to  get,  but  that's  where  the  facts  led  him. 

A  public  relations  executive  once  told  us  that  he  always  gets  nervous 
when  dealing  with  Forbes  because  "we  can't  be  sure  what  land  of  a  story 
you're  going  to  do  on  us,  whether  we're  going  to  come  out  looking  good 
or  looking  lousy."  We've  got  a  message  for  this  man:  Neither  can  we.  As 
Bob  Flaherty  sums  it  all  up:  "I  set  out  to  write  a  downbeat  Face  Behind 
the  Figures  and  ended  with  an  upbeat  cover  story."  The  pursuit  of  the 
facts  can  lead  to  results  like  that.  ■ 


Edwin  GoU 
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the  going  is  tough 
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HATTERAS 


Rides  dry  even  at  high  speeds  in 
heavy  seas.  The  molded  flare  of 
the  Hatteras  hull  throws  water 
off"  in  a  low  flat  arc.  Write  for 
the  name  of  nearest  dealer.  For 
portfolio  of  color  literature,  en- 
close $1.00.  Send  to  2493  Kivett 
Drive,  High  Point,  N.  C.  27261 
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BUSINESS 


The  Vanishing  Trucker 

The  number  of  U.S.  trucking 
companies  is  headed  rapidly  down- 
hill, a  recent  transportation  seminar 
heard  from  Dr.  L.L.  Waters,  trans- 
portation and  business-history  pro- 
fessor at  the  University  of  Indiana. 
Instead  of  25,000  at  the  end  of 
World  War  II,  fewer  than  14,000 
trucking  finns  remained  in  1969, 
and  Waters  predicts  they  will  di- 
minish by  almost  half  again  with- 
in ten  years.  The  prime  causes,  he 
says,  are  steadily  rising  wages  and 
taxes. 

Dry  Holes  on  Broadway 

Public  sentiment  against  tax 
loopholes  recently  led  Congress  to 
cut  the  oil-depletion  allowance. 
But  Broadway  producer  Howard 
Erskine  {Any  Wednesday,  The 
Desperate  Hours,  The  Happiest 
Millionaire)  argues  that  the  de- 
pletion allowance  should  be  ex- 
tended to  the  theater  industry.  Ers- 
kine points  out  that  the  life  of  a 
play  depletes  just  as  underground 
oil  does.  And  that  the  percentage 
of  flops  is  suiprisingly  close  to  the 
percentage  of  dry  wells. 

Future  Gain 

Chicago  merger  specialist  W.T. 
Grimm  &  Co.  has  detected,  in  its 
annual  merger  survey,  a  sharp  rise 
in  incentive-type  consolidations 
during  1969.  There  were  728  in- 
centive payouts,  or  12%  of  all  merg- 
ers last  year,  up  from  305  (7%), 
in  1968.  In  this  kind  of  merger, 
the  purchase  price  is  based  partly 
on  the  future  profits.  Buyer's  ad- 
vantage: The  seller's  management 
stays  on  and  continues  to  perform, 
at  least  long  enough  to  earn  the 
maximum  price.  Seller's  advantage: 
He  gets  more  money  for  his  hold- 
ing, and  generally  gets  it  at  favor- 
able capital  gains  rates. 

Co /lege  Credit 

Michigan  State  University  has 
become  the  first  major  university 
to  allow  alumni  donations  by  credit 
card.  Though  it  won't  be  mailing 
detailed  infonnation  to  its  115,000 
alumni  until  Mar.  1,  MSU  has  al- 
ready had  good  response  from 
those   (especially  the  young)   who 


like  the  idea  of  extended  pay-  . 
ments.  It  has  signed  up  two  bank 
credit-card  operators,  Michigan 
Bankard  and  the  nationwide  Mas- 
ter Charge,  and  sees  no  need  now  - 
to  include  the  "prestige"  card  com- 
panies like  American  Express,  Din- 
ers of  Carte  Blanche,  because  of 
the  advantages  offered  by  the 
banks.  The  bank  cards  are  free, 
require  only  a  2%  fee  and  need  not 
be  paid  up  in  full  promptly  every 
month.  For  18%  annual  interest, 
you  can  charge  up  to  $500  and  pay 
a  minimum  of  10%  of  this  per 
month,  with  no  time  limit. 

Making  Talk  Cheaper 

Estimating  that  "the  average  ex- 
ecutive spends  roughly  60%  of  his 
time  conducting  and  attending 
meetings"— with  half  the  time  so 
spent  being  wasted— a  Cleveland 
company  has  come  up  with  a  spe- 
cial clock  designed  to  cut  down 
on  the  gab  sessions.  The  clock  has 
a  special  spot  for  writing  the  cost 
of  the  meeting  per  hour,  figured  at 
$1  per  hour  per  $1,000  of  salary 
for  each  participant.  Thus  a  meet- 
ing of  a  dozen  $15,000  men  would 
be  constantly  reminded  that  the 
meeting  was  costing  $180  per  hour, 
so  keep  it  brief.  The  cost  of  this 
particular  cost-saver:  $85.  ■ 
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Idl  someone  you  like 
about  Lark's  Gas-1rap  Filter. 

She  may  say 

"Didn't  we  meet  in  Grenoble? 


Get  the  conversation  orr  the  ground. 

Tell  her  that  almost  90%  of  cigarette  smoke  Is  gas. 
Now  say  that  Lark  has  the  patented  Gas-Trap  filter. 
It  reduces  "tar"  nicotine,  and  certain  harsh  gases,  too. 

Then  mention  that  the  Nationwide  ConsumerTesting 
Institute  reported  that  Lark's  Gas-Trap  filter  reduces 
certain  harsh  gases  by  more  than  twice  as  much  as  any 
of  the  thirteen  ordinary  popular  filter  brands  tested. 

So,  tell  someone  you'd  like  to  like  about  Lark's 
easy-taste  and  Gas-Trap  filter. 
it'll  be  down  hill  from  then  on. 
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In  three  seconds 

you  can  find  out  if 

the  tissue  you're  using  is 

as  absorbent 

as  Fort  i-loward's. 


The  more  absorbent  the  tissue, 
the  better  the  quality.  Softness  and 
whiteness  are  important,  but  ab- 
sorbency  is  what  makes  the  differ- 
ence between  good  quality  tissue 
and  top  quality  tissue. 

Take  our  Palmer"  tissue.  It's  the 
most  absorbent  single  ply  tissue 
you  can  buy. 

Test  it  yourself.  Fold  two  sec- 
tions of  tissue  (yours  and  ours)  into 
one-inch  squares.  Then  drop  them 
into  a  pitcher  of  water. 

The  one  to  sink  below  the  sur- 
face first  is   the  most   absorbent. 


Our  bet's  on  the  Palmer"  Tissue. 
What  absorbency  means  to  you. 

Nobody  is  going  to  notice  absorb- 
ency. Except  perhaps  you. 

And  what  you'll  notice  is  that  our 
tissue  goes  just  a  little  bit  further. 
Because  people  use  a  little  bit  less. 

Need  a  pitcher?  Write  us  on  your 
business  letterhead  and  we'll  send 
one  of  our  men  over  with  a  "Prove 
We're  All  Wet"  test  kit. 

It  contains  a  pitcher  and  a  sam- 
ple of  Palmer*  tissue.  Everything 
you  need  to  make  the  test. 

Except  the  water.  ^-^ 


Fort  Howard  Paper 

Green  Bay,  Wisconsin  54305  ■ 


READERS  SAY 


Ford  Has  a  Different  Idea 

Sir:  We  were  highly  interested  in  the 
Forbes  issue  of  Nov.  1  which  stated  that, 
following  Perkins,  Detroit  Diesel  was  the 
second  largest  producer  of  diesel  en- 
gines in  the  world.  In  the  article,  quoting 
Mr.'Clyde  W.  Truxell  of  Detroit  Diesel, 
their  production  \^ould  be  112,000  units 
in  1969.  I  should  like  to  advise  that  Ford 
■  .Motor  Co.  production  of  diesel  engines 
exceeded  153,700  diesels  in  1969.  Let 
the  record  stand  that  Ford  Motor  Co.  is 
the  second  largest  producer  of  diesel  en- 
gines in  the  world. 

—Henry  G.  Bleeker 

General  Sales  &  Marketing  Manager, 

Ford  Motor  Co. 

Dearborn,  Mich. 

Lucky?  Or  Smart? 

Sir:  We  do  not  mind  being  called 
lucky— although  many  of  your  intelli- 
gent readers  will  know  that  it  is  impos- 
sible for  a  company  [Lubrizol,  Forbes, 
Jan.  15]  to  be  continuously  lucky  for  42 
years. 

I  challenge  your  statement  that  "a 
handful  of  sales  engineers  generated 
last  year's  $160-million  sales."  Also,  your 
implication  that  our  prices  were  increased 
4?  to  5%  last  year  because  Monsanto  de- 
parted from  our  specialized  field  is  not 
correct.  Believe  it  or  not,  we  have  not 
been  lucky  enough  to  avoid  accelerated 
material-  and  labor-cost  increases. 

A  little  more  in-depth  study  of  our 
company  would  reveal  that  any  success 
wliich  we  have  enjoyed  has  been  pri- 
marily due  to:  1)  enlightened  manage- 
ment—sales- and  research-oriented,  2) 
hard  work,  3)  a  genuine  desire  by  all 
factions  of  our  company  to  assist  our  cus- 
tomers—large and  small. 

—J.N.  Cr.wvfohd 

Vice  President, 

The  Lubrizol  Corp. 

Cleveland,  Ohio 

The  Way  Transamerica  Sees  // 

Sir:  Forbes  readers  should  be  aware 
of  an  error  in  the  figures  published  in 
the  Januar>'  Forbes  Annual  Report  on 
American  Industry,  relative  to  Transamer- 
ica Corp.  and  also  to  what  I  believe  to 
be  a  misleading  adjustment  of  our 
earnings. 

Specifically:  1 )  Forbes'  calculation  of 
our  five-year  growth  and  earnings  per 
sliare  is  in  error  ( growdi  rate  by 
Forbes'  method  of  computation  is  more 
than  10?,  not  the  4.6%  indicated). 
2)  Forbes  has  substantially  adjusted  our 
earnings  per  share  without  footnotes  from 
those  audited  and  reported  to  the  gen- 
eral public. 

In  the  adjustment  of  our  earnings, 
Forbes  has  taken  out  the  capital  gains 
we  realize  on  our  common  stock  port- 
folio, even  though  capturing  capital  gains 
has  been  a  part  of  our  way  of  life  at 
Transamerica  each  year  for  over  30  years. 
Each  >ear   we   take   part  of  our  capital 
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You  Can  Be  Part  of 


I 


I 


I 


I 


If  You  Buy  a  RAMADA  INN  License  NOW! 

THE  1970's  WILL  BE  THE  HOSPITALITY  INDUSTRY'S  MOST  DYNAMIC  DECADE! 
DURING  THE  SOARING  70's  MORE  FAMILIES,  WITH  MORE  MONEY  AND  MORE 
TIME  FOR  TRAVEL  WILL  REQUIRE  TENS  OF  THOUSANDS  OF  NEW  MOTOR-HOTEL 
ROOMS!  MILES  OF  NEW  SUPER  HIGHWAYS  WILL  PAVE  THE  WAY  FOR  MORE 
TRAVEL,  IN  MORE  DIRECTIONS,  IN  LESS  TIME!  INCREASED  AIR  TRAVEL  WILL 
MEAN  MORE  OVERNIGHT  STAYS.  THOUSANDS  UPON  THOUSANDS  OF  PRE-WAR 
MOTEL  ROOMS  WILL  BECOME  OBSOLETE.  IN  SHORT,  THE  NEXT  DECADE  WILL  BE 
AN  EXPLOSIVE  PROFIT  PERIOD  FOR  RAMADA.  AND  FOR  YOU!  IF  YOU  GET  YOUR 
RAMADA  INN  UNDER  CONSTRUCTION  NOW! 

HERE,  BASICALLY  IS  WHY  A  RAMADA  LICENSE  IS  ONE  OF  THE  SOUNDEST 
MOST  PROFITABLE  INVESTMENTS  YOU  CAN  MAKE: 


RAMADA  INN-STANT  Reservations  System 
. . .  offers  the  world's  fastest  computer  reservation 
network.  Initial  expectations  for  volume  of  reserva- 
tions have  already  been  exceeded  since  installation 

ERATE  Program  .  .  .  assures  business 
cupancy  by  guaranteeing  rates  for  over 
...ajor  corporations. 

CREDIT  CARD  AFFILIATION  . .  .  provides  a 
market  of  85  million  credit  cards  honored  by  Ramada 
. . .  American  Express,  Diners  Club,  Carte  Blanche, 
Chevron,  Humble,  Sohio,  Sunray  DX,  Atlantic  Richfield, 
Imperial  Oil,  Sunoco,  BankAmericard,  Master  Charge, 
and  Ramada's  own  national  card. 

ANCING  ...  no  charge  to  licensees  for 
ensive  loan  brochure  package  designed  to 
hefp  p^ent  your  project  to  potential  lenders. 

CUSTOM  DESIGN ...  no  charge  to  licensees 
for  preliminary  plans  and  specifications  for  a  typical 
Ramada. 

IkNSTRUCTION . . .  Ramada's  construction 
offers  years  of  building  experience  in  the 
d  field  of  motor  hotels. 


ENTRAL  PURCHASING  POWER  ...  Our 
Adamar  Inn  Supply  Company  means  lower  costs  on 
quality  equipment  and  supplies. 

MANAGEMENT  ASSISTANCE  ...  our  exec- 
utive staff  helps  you  maintain  high  operating  stand- 
ards through  periodic  inspections  with  confidential 
reports . . .  on-the-job  training  and  individual  counsel 
for  specific  management  problems. 

"0  MINIMUM  ROYALTY  FEE. 

NOW  YOU  KNOW  WHY  . . .  THERE  ARE  OVER  302 
RAMADA  INNS  OPEN  AND  UNDER  CONSTRUCTION 
...  A  35%  EXPANSION  WITHIN  THE  LAST  YEAR. 
PUT  YOURSELF  IN  THE  PROFIT  PICTURE  TODAY . . . 
BE  PART  OF  RAMADA'S  SOARING  70's 
DON'T  LET  THE  PROFIT  PARADE  GO  DOWN  THE 
STREET  WITHOUT  YOU! 

For  License  Information,  Write:  P.O.  Box  590 
F1602  Phoenix,  Arizona  85001 


RAMADA^  INNS 


Labor 
Uprising 


Minnesota  boasts  the  highest  secondary  school  graduation 
rate  in  the  country,  92%.  Vocational-Technical  school 
enrollment  in  Minnesota  is  up  30%. 

Minnesota  has  unique  programs  and  facilities  for  training 
its  people  to  meet  your  labor  needs.  Get  all  the  details 
in  our  free  booklet,  "Minnesota's  Instant  Manpower." 


minnesota 

Department  of  Economic  Development 
Industrial  Development  Division  Suite  302 
57  West  7th  Street,  St.  Paul,  Minnesota  55102 


Please  send  your  FREE  brochure,  "Minrjesota's  Instant  Manpower." 


NAME 


FIRM 


POSITION 


ADDRESS 


CITY 


STATE 


ZIP 


12 


and  surplus  ( especially  that  part  alio-  • 
cated  to  our  insurance  operations)  and 
invest  the  money  in  common  stocks  for 
the  purpose  of  capturing  capital  gains 
rather  than  receiving  dividends  (in  fact, 
we  do  not  look  for  dividends  from  these 
investments).  Such  investments  are, 
have  been  and  will  continue  to  be  a  part 
of  our  normal  business  activity.  If  Forbes 
does  not  recognize  the  profits  we  take 
from  this  endeavor,  it  should  then  de- 
duct out  of  our  capital  and  surplus  the 
amount  we  have  invested  in  common 
stocks.  This,  at  least,  would  present  our 
retu'm-on-equity  calculation  on  a  basis 
more  consistent  with  the  other  compa- 
nies shown. 

—John  R.  Beckett 

Chairman, 

Transamerica  Corp. 

San  Francisco,  Calif. 

right  Money? 

Sm:  I  knew  money  was  tight,  but 
what's  this  about  Viatron  selling  64% 
debentures  (  Forbes,  Feb.  1 ) . 

—James  Walker 
Chicago,  111. 

Money  imt  that  tight,  but  our  new 
teletypesetting  system  still  has  a  jew  bugs 
in  it.   The  correct  figure  is  6/4%— Ed. 

We  Pay  Our  Own  Way 

Sir:  The  article  on  transportation  in 
the  Jan.  1  Forbes  contains  the  state- 
ment that  "trucks  and  buses  roll  over 
government-maintained  highways,  sub- 
sidized to  the  tune  of  nearly  $20  billion 
a  year."  Every  dime  of  federal  money 
—and  virtually  all  state  money— spent 
on  the  national  road  system  has  been 
collected  in  special  users  charges  from 
the  owners  of  trucks,  buses  and  auto- 
mobiles. 

Moreover,  owners  of  commercial  mo- 
tor vehicles— principally  truck  owners- 
pay  40%  of  these  road  user  taxes.  This 
can  hardly  be  called  subsidy  by  any 
stretch  of  the  imagination. 

—William  A.  Bresnahan 

Managing  Director, 

American  Trucking  Association 

Washington,  D.C. 

No  Epitaph,  Please 

Sm:  Your  Jan.  15  article  about  Elec- 
tronic Associates  is  ver>'  misleading,  es- 
pecially with  a  title  like  "Rest  in  Peace." 
This  term  is  usually  reserved  for  stiffs, 
and  as  an  EAI  employee,  I  testify  that 
we  are  far  from  dead.  I  also  take  excep- 
tion to  your  comparison  of  our  1963  and 
present  stock  prices  with  IBM's.  Let's 
go  back  just  one  year  to  1962— it  would 
have  been  possible  for  an  EAI  investor 
to  have  a  gain  of  69%  even  witii  our 
current  depressed  price;  a  1962  IBM  in- 
vestor would  have  a  140!?  gain  to  now. 
Doing  half  as  well  as  IBM  is  nothing  to 
be  ashamed  of. 

—Albert  M.  Wagner 

Project  Engineer, 

Electronic  Associates,  Inc. 

W.  Long  Branch,  N.J. 

(Continued  on  page  66) 
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More  than  40  MARK  IV  users 
have  annual  sales  of  over 
ne  Billion  Dollars... 


FILE  MANAGEMENT  SYSTEM 


the  general  purpose  software  product 
for  business  data  processing 


There  are  250  installations  representing  industrial 
and  governmental  users  in  25  countries  that  save 
up  to  90%  of  their  computer  programming  costs 
with  Informatics'  MARK  IV  File  Management  System. 

They  bought  MARK  IV,  and  maybe  you  should  too. 
MARK  IV  slashes  your  computer  programming  costs 
and  increases  your  productivity. 


Over  the  past  two  years  MARK  IV  has  become 
the  most  widely  used  software  product  of  its  kind 
in  the  world. 


For  the  facts,  call  or  write  oiir 
National  Sales  Manager,  Software  Products 
Informatics  Inc.,  5430  Van  Nuys  Boulevard 
S/ierman  Oaks,  Calif.  91401;  (213)  783-7500 


informatics  inc. 

fulfilling  the  computer's  promise 


I 
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All  our  bankers  aren't  bankers,  anymore. 


Meet  our  merger  specialist. 

Almost  every  corporation  has  considered  playing 
the  merger/acquisition  game.  But  the  merger  game 
isn't  for  amateurs.  That's  why  we  hired  pros  like  Neale 
Ihinghurst. 

First  Penns\'Kania  Bank  can  now  give  you  expert 
financial  counsel  in  all  matters  pertaining  to  mergers 
and  acquisitions. 

We  can  help  y(ni  to  d(>termine  wlu^ther  you  should 
acqtnre,  be   acquired,   or  merge,   and   if  so,  we  can 


assist  \'0u  in  seeking  out  suitable  acqvu'sitions  or  buyers. 

If  the  bu\er  or  seller  is  a  closely  held  corporation, 
we  can  determine  its  fair  market  value. 

During  the  actual  negotiations,  we  act  as  financial 
consultants,  examining  means  of  financing  acquisitions 
and  attending  to  all  related  financial  matters. 

And  everything  is  handled  with  utmost  discretion. 

If  \'our  compan\'  is  thinking  merger,  take  advant;\ge 
of  expert  adxiee.  From  one  of  our  unbankcMlike  bankers. 

First  Pennsylvama  Bank 

The  First  Pennsylvania  Banking  and  Trust  Company 
15th  and  Chestnut  Sts.,  Philadelphia,  Pa.  19101 
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'With  all  thy  getting  get  understanding" 


Fact  and  Comment 


NIXOxN   THE  COMMUNICATOR 


It  has  always  seemed  so  unlikely  as  to  be  preposterous 
that  Richard  Nixon  cx^uld  ever  establish  a  personal  warmth 
and  trusting  rapport  with  most  of  the  American  people. 

He  has  done  it  by  the  direct,  straightforward  use  of 
television. 

Who  would  have  thought  Mr.  Nixon— generally  consid- 
ered to  have  been  defeated  almost  entirely  as  a  result  of 
his  TV'  debates  with  John  F.  Kennedy— would  today  be 
top  banana  in  playing  tunes  on  TV? 

His  Vietnam  talk  three  months  ago  transformed  a  na- 
tional trend  and  mood  (Forbes,  Dec.  1,  1969,  p.  17). 
There  hasn't  been  such  an  effective  speech  since  William 
Jennings  Bryan's  Cross  of  Gold  bit  eight  decades  ago. 

His  9-minute  TV  veto  of  the  Health,  Education  &  Wel- 
tare  appropriation  was  so  effective  that,  for  the  moment, 
even  some  congressmen  have  hesitated  to  vote  for  their 
own  districts'  share  of  that  pork. 


Come  to  think  about  it,  it's  a  marvel  how  well  Presi- 


dent Nixon  stands  in  the  public's  estimation,  because  I 
doubt  if  any  President  since  Jackson  has  enjoyed  for  more 
years  a  more  hostile  press.  As  a  result,  Mr.  Nixon  has  de- 
veloped a  distrust  of  the  press  unmatched  by  any  Presi- 
dent since  LBJ. 

I'll  bet  he  can  count  on  two  fingers  the  press  men  he 
really  trusts.  From  cartoonists  to  Timesters,  with  most  ev- 
ery writer  for  every  publication  in  between,  he  feels 
he  has  been  consistently  rued,  screwed  and  tatooeid. 

The  result? 

For  the  first  time  in  the  history  of  the  Presidency  we 
have  a  President  who  keeps  the  whole  press  and  nothing 
but  the  press  at  a  very  real  arm's  length. 

Yet  in  many  ways  he  enjoys  a  closer  rapport,  is  in  closer 
touch  with  the  people  of  this  country  than  he  possibly 
could  be  if  he  were  the  darling  of  we  wordsters. 

Figure  that  one  out. 

The  public,  incidentally,  seems  to  be  getting  a  kick  out 
of  watching  a  smiling  and  benign  Richard  Nixon  biting 
the  hands  that  so  long  have  slapped  him. 


BEWARE  OF  CLICHES 


Companies 

Denny's  Restaurants 
Great  Western  United 
Gulf  &  Western 
Leasco  Data  Proc. 

"Being  down  so  much,  they  can't  go  down  much  further." 
"It's  about  time  to  buy  them  before  they  start  up." 
So  goes  the  "reasoning"  in  many  quarters.  An  old  fal- 
lacy. Stocks  very  low  from  a  great  high  don't  have  to  go  up. 
They  fall  for  a  reason  or  many  reasons,  and  in  many  in- 


1968^ 

Recent 

% 

1968^9 

Recent 

% 

High 

Price 

Decline 

Companies 
Litton  Industries 

High 
104-^ 

Price 

Decline 

52^ 

19X 

63 

24?i 

76 

79 

27Ji 

65 

Northwest  Industries 

60^ 

12J4 

80 

6654 

17M 

74 

Performance  Systems 

23 

2% 

88 

57}i 

20^ 

64 

Susquehanna  Corp. 

80 

8% 

89 

stances  the  reasons  have  not  changed  and  the  price  could 
just  as  well  go  lower— even  to  the  point  of  disappearance. 

Perhaps,  as  they  say  of  elevators  and  people,  what- 
ever goes  up  must  come  down. 

But  it  ain't  necessarily  so  that  what's  down  must  go  up. 
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WIIKRi:iOHi:   AfM    THOU   NOW,   ZACHARY   U.  GEIGER? 


Z;uli;iiy  U.  Cieigcr  was  a  f^iilifoniia  caniaj^c  and 
wa^on  maker  wlio,  actording  to  tlic  Pocahontas 
(Ark.)  Star  Herald,  wrote  and  posted  the  set  of  of- 
fice rules  shown  below.   Foiuils  is  reprinting  them 


with  the  thought  tiiat  they  might  suggest  some  new 
approaclies  to  tiie  managers  of  U.S.  offices  today, 
100  years  after  Zachary  U.  Geiger  put  his  pen  to 
hand  and  pinned  the  Te.sults  to  his  bulletin  board. 


"Office  employe's  will  sweep  the 
floors,  dust  the  furniture,  .shelves 
and  showcases.  Each  clerk  will 
bring  in  a  bucket  of  water  and  a 
.scuttle  of  coal  for  the  day's  bu.si- 
ness.  Make  your  pens  carefully. 
You  may  whittle  nibs  to  your  in- 
dividual taste. 

This  office  will  open  at  7  a.m.  and 
close  at  H  p.m.  except  on  the  Sab- 
bath, when  it  will  remain  closcul. 


Every  employe  should  lay  aside 
fiom  each  pay  a  goodly  sum  of  his 
earnings  for  his  benefit  during  his 
declining  years,  so  that  he  will  not 
become  a  burden  on  the  charity 
of  his  betters. 

Any  employe  who  smokes  Span- 
ish cigars,  u.ses  liquor  in  any  form, 
gets  shaved  at  a  barbershop  or 
frequents  pool  or  public  halls  will 
give  me  good  reason  to  suspect 


his  worth,  intentions,  integrity  and 
honesty.  The  employe  who  has 
performed  his  labors  faithfully  and 
wifliout  fault  for  a  period  of  five 
years  in  my  .service,  who  has  been 
thrifty  and  attentive  to  his  refi- 
gious  duties,  and  is  looked  upon 
by  his  fellow  man  as  a  substantial 
and  law-abiding  citizen  will  be 
given  an  increa.se  of  five  cents  per 
day  in  his  pay." 


BOY,   AM   I   GOOD! 


Forecasting  the  stock  market  is  widely  considered  a 
hazardous  occupation.  Not  by  Yours  Truly,  though.  I 
doubt  if  an><)ne  more  accurately  forecast  this  market  de- 
cline. Right  on  the  nose. 

From  Fact  and  Comment,  June  1,  1969: 

DOW-JONES  AVERAGE  CLOSE  TO  HIGH 
Crazy,  man. 

And  from  Fact  and  Comment,  July  1,  1969: 

STOCK-MARKET  OUTLOOK 

By  most  any  analysis  one  must  be  bearish. 

If  inflation  isn't  slowed,  curbed,  controlled,  it 
will  be  very  bad  for  the  economy. 

Uncontrolled,  inflation  will  ultimately  lead  to 
the  (piagmire  of  price-wage  controls  and  all  the 
other  artificial  restraints  that  pile  strangulating  red 
tape  on  top  of  the  existing  problem. 

If  inflation  is  controlled,  it  has  to  mean  tight 
money,  surtax  extensions,  probable  repeal  of  the  7% 
investment  credit— a  slowdown  all  along  the  line. 


Not  bad,  eh? 

lint  the  same  editorial  had  three  more  paragraphs,  as 

follows: 

So,  my  market  forecast: 

Stock  prices  will  probably  hit  new  highs  and 
the  Dow-Jones  average  over  1000— soon. 
And  I  am  not  joking. 

I  keep  receiving  letters  from  some  readers  reminding 
me  of  that  editorial,  particularly  the  bit  about  the  Dow- 
Jones  average  breaking  1000— soon,  and  not  joking. 

For  a  while,  as  the  market  plunged  merrily  downward, 
I  would  reply  to  such  letters  by  explaining  that  "soon"  is 
a  relative  term. 

So  with  this  bit  of  forecasting  record  as  a  backdrop, 
how  now  the  stock  market? 

It  won't  go  much  lower. 

It  will  probably  be  a  while  before  it  goes  very  far  higher. 

The  Dow-Jones  will  go  over  1000. 

Rut,  dear  valued  paid  subscriber,  I'd  sooner  you  didn't 
hold  your  breath  until  it  happens. 


INSTANT  PICTURE 


If  it's  true  that  Kodak  is  soon  to  de'.'elop  and  market  its 
own  instant  film  a  la  Polaroid,  it  shouldn't  take  Polaroid 


stockholders  60  seconds  to  develop  their  decision  about 
what  to  do  with  shares  selling  at  a  multiple  around  50. 


NEVER   MORE  CLEAR 


As  you  know,  I  am  of  course  a  highly  unprejudiced 
judge  of  business  reporting.  The  fact  that  most  of  the  best 
of  it  in  my  opinion  appears  in  Fohbes  is  a  completely 
objective  conclusion. 

Ilmm. 


Seriously,  though,  I  have  never  seen  a  more  clear  de- 
scription of  exactly  what  the  phrases  "flexible  bookkeep- 
ing" and  "paper  money  transactions"  mean  than  in  the 
article  on  page  22  of  this  issue  of  Forbes. 

Don't  fail  to  read  "It's  All  Done  with  Arithmetic." 


—MALCOLM  S.  FORBES, 

Editor-in-Chief 


Don't  waste  a  minute,  because  we  won't.  Call  your  local  Berman 
terminal.  (Check  your  local  Yellow  Pages  for  the  one  near  you).  Tell 
us  what  you  need  and  where  you  want  them.  One  unit  or  a  fleet. 
Trucks,  tractors  or  trailers.  Over  1,300  brand-new  '70  Fords  and  other 
fine  makes.  All  fully  serviced  and  ready  to  roll.  Available  on  daily 
rentals  or  short  term  leases  to  meet  sudden  crises,  peak  periods  and 
seasonal  demands.  (Custom  leases  and  rental  plans  tailored  to  your 
requirements].  That's  our  INSTANT  FLEET  service.  One  emergency 
proves  its  worth.  (Over  10,000  vehicles  now  in  service.)  'TPnj] 


IM 


BERMAN 


DIVISION    OF    BERMEC    CORPORATION 
EXECUTIVE  OFFICES:  40  Bennett  Road,  Englewood,  N.  J.  07831.  Tel.:   (201)  567-9300.  104  Terminals  and  Branch  Offices.  (See  your  local  Yellow  Pages). 
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When  it  comes  to  being  wanted 


Colorado  is  choice  country 

for  a  growing  boy.... or  a  growing  business 


Kids  and  businesses  thrive  on  the  same  things.  Being 
wanted,  for  instance. 

in  Colorado  there's  not  a  shadow  of  a  doubt  how 
people  feel.  Their  elected  representatives  earmark  30% 
of  the  State's  yearly  budget  to  support  Colorado's  out- 
standing school  systems.  And  communities  throughout 
the  State  go  out  of  their  way  to  make  sure  there  are 
plenty  of  choice  parks,  playgrounds,  and  recreational 
areas  for  their  children. 

Recent  bi-partisan  laws  passed  by  the  State  legisla- 
ture prove  that  business  and  industry  are  wanted  in 
Colorado  too.  For  example,  the  valuation  for  assessment 
of  finished   goods   going  to  out-of-state  markets  was 


reduced  to  5%;  the  valuation  of  all  inventory-raw 
materials,  goods  in  process  and  finished  goods  for  use 
in  Colorado-will  be  reduced  in  5%-per-year  steps  from 
the  current  20%  to  5%  in  1972.  On  a  local  level  fully 
improved  industrial  development  areas  in  many  Colorado 
communities  provide  a  warm  welcome  for  business. 

If  you'd  like  to  find  out  more  about  a  state  where 
people  encourage  progressive  growth,  we'll  send  you  a 
complimentary  copy  of  our  66  page  "Industrial  Colorado." 
Address  inquiries  to  William  C.  Hacker,  Director  of  In- 
dustrial Research  &  Development,  State  of  Colorado 
Division  of  Commerce  and  Development,  1076  State 
Capitol  Annex,  Denver,  Colorado  80203. 


I 


Make  Industrial  Colorado  Your  Choice 
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Forbes 


The  Economy 


A  serious  recession?  There's  no  real  sign  of  it  yet,  says  one  of  President  Nixon's  top 
economists.  But  he  concedes  that  corporate  profits  and  the  stock  market  are  in  trouble. 


Whkn  President  \L\on  presented  his 
economic  message  and  l)udget  to  Con- 
gress on  Monday,  Feb.  2,  he  was  bas- 
ing his  opinions  essentially  on  the 
long-term  views  of  the  three  men  who 
make  up  his  Council  of  Economic  Ad- 
visers. One  of  them.  Dr.  Herbert  Stein, 
sat  down  with  Forbes  to  e.xplain  the 
thinking  that  went  into  the  Chief  Ex- 
ecutive's call  for  a  ticklishK  balanced 
budget  and  drasticalK  reduced  de- 
fense spending.  Dr.  Stein  joined  the 
White  House  inner  circle  from  posts 
at  the  Brookings  Institution  and  the 
Committee  for  Ec-onomic  De\  elopment 
where  he  defied  pigeonholing  in  the 
"new"  or  "old"  economics. 

Milton  Friedman  seems  to  have  the 
car  of  eicryhody,  from  the  President 
to  [incoming,  Federal  Reserve  Board 
Chairman]  Arthur  F.  Burns  and  you 
gentlemen  on  the  council.  Friedman 
has  said  he  thinks  we're  heading  for 
a  recession.  You  don't  seem  worried. 

Stein:  Well,  we're  worrying  about  it. 
but  we  don't  think  it's  the  most  prob- 
able outcome— of  course  that's  one  of 
the  reasons  wh\  we  say  we  need 
moderate  monetary  restraint  as  distin- 
guished from  the  more  severe  restraint 
we've  had.  We  are  concerned  about 
the  possibility  that  the  continuation  of 
se\ere  restraint  might  produce  this 
kind   of   recession,   but   we   also    say 
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that  if  the  restraint  we've  already  had 
is  going  to  produce  a  severe  reces- 
sion, you  would  see  more  evidence  in 
other  things  in  between. 

That  is,  there's  not  a  direct  leap 
from  monetary  behavior  to  a  reces- 
sion. Monetary  behavior  has  to  begin 
affecting  business  investment  deci- 
sions, consumers'  expenditure  deci- 
sions, and  so  on.  And  while  we  see 
some  of  that,  we  don't  see  it  on  a 
scale  to  make  us  think  we're  in  the 

Herbert  Stein 


early  stages  of  so  severe  a  recession. 

But  we  say  you  have  to  watch  your 
step  and  be  prepared  to  adapt  policy. 

Yet  the  fact  is  that  real  gro.s.s  na- 
tional product  leveled  off  in  2969'* 
fourth  quarter.  Isn't  that  a  recession? 

Stei.v:  Well,  we  had  forecast  that. 
The  actual  GNP  in  the  fourth  quarter 
turned  out  to  be  just  about  what  we 
forecast.  An  $ll-billion  increase.  We 
didn't  expect  the  real  output  increase 
to  be  zero,  but  we  expected  it  to  be 
very  little. 

For  the  year,  I  think  that  we  got 
a  little  bit  less  real  output  increase  and 
a  little  bit  more  price  increase  than 
we  expected  in  that  $66-billion  total 
increase  in  the  GNP.  That  was  where 
the  estimates  went  off,  and  the  reason 
is  that  we  got  no  productivity  in- 
crease between  1968  and  1969. 

What  about  capital  spending  plans 
for  business? 

Stei.n:  In  the  fourth  quarter  we  did 
get  reports  of  business  anticipations 
for  plant  and  equipment  expenditures 
in  1970  which  showed  a  considerable 
increase.  But  we've  had,  recently,  fair- 
ly considerable  cutbacks  for  new  or- 
ders for  durable  goods,  which  may 
suggest  we're  not  going  to  get  all 
that   anticipated   investment.   That   is 
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one  of  the  uncertainties  in  the  picture. 

How  about  the  sfock  market?  By 
one  estimate,  something  like  $200  bil- 
lion has  been  lopped  off  paper  values. 
If  we  had  a  stock-market  turnaround 
would  this  change  your  outlook? 

Stein:  It  would  make  some  difference, 
but  not  terribly  much.  I  suppose  it 
would  depend  somewhat  on  what  the 
cause  of  the  turnaround  was.  I  guess 
you  can  say  the  stock  market  is  one  of 
the  channels  through  which  monetary 
policy  has  some  effect  on  the  economy. 
If  tight  money  has  helped  put  the 
market  down  and  thus  has  helped  to 
discourage  business  investment,  well, 
that's  part  of  what  monetary  policy  is 
supposed  to  do. 

And  if  we  should  get  some  relaxa- 
tion in  monetary  policy  which  might 
help  to  put  the  market  up,  that's— well, 
one  purpose  of  relaxing  monetary  pol- 
icy is  to  give  the  economy  a  little  kick 
in  the  latter  part  of  the  year. 

Here  we  are  in  the  days  of  almost  a 
trillion-dollar  economy  and  a  $200-bil- 
lion  budget.  What  difference,  really, 
does  a  budget  surplus  of  $1  billion 
or  so  make?  Couldn't  it  disappear  in 
a  standard  statistical  error? 

Stein:  I  don't  think  the  point  of  the 
President's  budget  message  was  the  dif- 
ference in  having  a  billion-dollar  sur- 
plus, in  having  zero  surplus  or  in  hav- 
ing minus  one  billion. 

The  President  is  saying  that  we  have 
to  draw  this  line  here.  If  he  hadn't 
established  who's  in  control  of  the 
budget— through  the  Health,  Educa- 
tion &  Welfare  veto— then  it  would  not 
have  been  a  case  of  having  zero  in- 
stead of  plus  one,  we  could  have  had 
minus  $10  billion. 

A  billion-dollar  difference  in  the  size 
of  the  surplus  or  the  deficit  probably 
doesn't  have  a  big  effect  on  whether 
we  have  inflation  or  how  much  infla- 
tion we  have.  I  think  it  does  have 
more  effect  on  some  sectors  of  the 
economy.  It  seems  to  me  that  in  the 
current  situation  the  particularly  vul- 
nerable sector  is  housing.  The  big  rea- 
son for  trying  to  have  a  balanced  budg- 
et was  to  prevent  an  utter  collapse  of 
the  housing  industry,  as  would  have 
occurred  if  the  Federal  Government 
had  started  to  become  a  net  borrower 
on  a  significant  scale.  Then  the  avail- 
ability of  funds  for  housing  would  have 
been  squeezed  even  more. 

W/icM  do  you  expect  to  see  an  up- 
swing in  corporate  profits? 

Stein:  I  would  expect  that  in  the  lat- 
ter part  of  this  year.  I  expect  to  see  it 
further  down  before  that.  ■ 


Where's  the  Money  Coming  From? 

To  provide  both  for  more  government  spending  and  for  a  bal- 
anced budget,  the  Administration  must  find  more  revenue.  Even 
though  the  President  didn't  mention  it  in  his  Economic  (Mes- 
sage, you're  going  to  be  hearing  more  about  the  value-added  tax. 


With  infinite  pain  and  no  small 
amount  of  arm-twisting.  President 
Nixon  early  this  month  presented  Con- 
gress a  balanced  budget— but  with 
only  a  tiny  surplus.  The  biaital  truth  is 
that  his  chances  of  keeping  it  balanced 
are  very  poor.  There  are  just  too  many 
things  that  need  to  be  done  in  urban 
affairs,  pollution  control,  education, 
tiansportation  and  welfare.  The  states 
and  municipalities,  their  taxing  sys- 
tems strained  to  the  limit,  are  crying 
for  federal  help. 

All  indications  point  to  the  need 
for  more  federal  revenues.  But  from 
where?  The  income  tax  system  is  prob- 
ably close  to  its  limits.  Sales  taxes  of 
the  conventional  type  have  been  pre- 
empted by  states  and  municipalities, 
and  many  of  them  are  now  pushing 
into  the  5%-6%  range.  Doubtless  the 
defense  budget  will  be  in  for  further 
cuts  in  years  ahead,  but  there  is  a 
limit  to  this;  the  U.S.  is,  after  all,  a 
world  power. 

Where  is  the  money  coming  from? 

Asked  that  question  point  blank,  a 
high  Nixon  Administration  man  re- 
plied: "The  value-added  tax  isn't 
dead."  Asked  the  same  question, 
Charls  E.  Walker,  Undersecretary  of 
the  Treasury  and  one  of  Nixon's  top 
money  men,  had  this  to  say  for  the 
record:  "It's  an  idea  whose  time  has 
not  yet  come."  However,  he  empha- 
sized the  word  yet,  and  added:  "But 
we're  going  to  study  it."  During  the 
last  Presidential  campaign,  several  of 
Candidate  Nixon's  advisers  reportedly 
said  that  he  favored  such  a  new  tax 
approach. 

New  Import 

Just  what  is  the  value-added  tax? 
It  is  a  continental  device  that  has 
been  kicking  around  since  World  War 
I  days.  But  it  only  really  caught  on 
when  the  European  Common  Market 
decided  that,  by  next  year  at  the  lat- 
est, all  of  its  members  should  operate 
under  VAT.  In  its  simplest  form,  VAT 
is  a  multistage  sales  tax.  Sometimes 
it's  used  in  lieu  of,  or  as  a  partial 
substitute  for,  corporate  income  taxes. 
It  differs  from  conventional  sales  taxes 
in  this  way:  It  is  paid  by  the  manu- 
facturer when  he  sells  it,  not  neces- 
sarily at  point  of  final  purchase  by 
the  consumer. 

Reducing  the  value-added  tax  to 
its  simplest  foi-m,  Edward  G.  Boehne 
of     the    Federal    Reserve     Bank    of 


Phihfdelphia    explained    it    this    way: 

"The  value-added  tax  is,  not  sur- 
prisingly, a  tax  on  the  value  added 
during  the  production  process.  Add- 
ed value  is  what  the  production  proc- 
ess is  all  about.  A  few  handfuls  of 
wheat  are  of  little  value  to  the  house- 
wife. But  if  that  wheat  is  transformed, 
stage  by  stage,  into  a  loaf  of  bread, 
it  has  value  to  her." 

For  example:  A  flour  miller  buys 
wheat  from  a  faiTner  for  4  cents  and 
sells  his  own  product,  the  flour,  for  10 
cents.  That  means  the  miller  has  add- 
ed 6  cents  in  value  to  the  item,  and 
this  is  what  he  pays  a  tax  on— regard- 
less of  whether  or  not  he  makes  a  prof- 
it on  the  sale.  The  baker  who  buys  the 
flour  for  10  cents  makes  it  into  bread 
which  he  sells  to  the  grocer  for  22 
cents,  and  pays  tax  on  12  cents  in  val- 
ue added.  The  grocer  sells  it  to  the 
housewife  for  27  cents  a  loaf,  and  pays 
his  tax  on  the  5  cents  added. 

Is  the  tax  passed  on  to  the  consum- 
er? Probably,  but  not  necessarily  so. 
Because  it  becomes  a  cost  of  doing 
business  and,  like  any  cost,  can  be  ab- 
sorbed if  the  manufacturer  is  able  to 
and  wants  to  absorb  it  for  compet- 
itive reasons. 

European  experience  has  varied 
so  much  that  it's  impossible  to  deter- 
mine how  much  VAT  has  really 
helped  various  economies  in  the  Com- 
mon Market  countries.  There  are  case 
histories,  such  as  in  Holland's  short 
experience,  where  the  new  taxes  were 
mostly  passed  on  to  consumers  in  the 
forni  of  higher  prices.  But  the  evi- 
dence is  not  conclusive. 

In  continental  Europe,  VAT  had  a 
special  appeal.  The  Common  Market 
countries  needed  to  make  sense  of 
their  babble  of  conflicting  tax  laws. 
Besides,  tax  evasion  had  become  fine 
art  in  many  European  countries  and 
VAT,  unlike  the  income  tax,  is  not 
easily  evaded.  This  is  less  important 
in  the  U.S.,  which  has  the  most  ef- 
ficient tax  system  going. 

But  VAT  boosters  point  out  that 
such  a  system  would  make  the  U.S. 
competitive  in  exporting.  This  be- 
cause value-added  taxes  are  custom- 
arily rebated  to  the  producer  when 
he  sells  abroad.  Even  more  important, 
the  value-added  system  does  not  pe- 
nalize efficient  producers,  since  every- 
one who  adds  value  to  a  product 
must  pay  the  tax. 

Dean  Richard  W.  Lindholm  of  the 
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UniversitA-  of  Oregon's  Graduate 
School  of  Business  sums  up  the  sup- 
posed advantages  of  the  value-added 
tax  neatly.  "VAT  treats  the  produc- 
tion of  land,  labor  capital  and  entre- 
preneurship  equally;  the  base  for  VAT 
is  as  broad  as  the  gross  national  prod- 
uct and  therefore  very  stable;  pay- 
ments are  made  after  income  from 
transactions  has  been  received  and  all 
businesses  are  treated  the  same,  no 
matter  how  organised  [or]  financed  or 
[what  their]  t>pe  of  financial  acti\ity." 

One  of  the  most  influential  organi- 
zations backing  \'AT  is  the  Committee 
for  Economic  Development,  which 
came  out  flatly  for  VAT  some  three 
\ears  ago.  The  CED  also  has  includ- 
ed among  its  membership  some  of 
President  NL\on's  strongest  supporters, 
such  as  George  P.  Shultz,  now  Secre- 
tary of  Labor,  and  Herbert  Stein  {see  p. 
19),  now  a  member  of  the  President's 
Council  of  Economic  Advisers. 

The  CED  argued  that  it  would  be 
better  to  lev\  a  VAT  rather  than  in- 
crease corporate  income  taxes,  be- 
cause corporate  income  taxes  hit  the 
most  efficient  firms  most  heavily  and 
therefore  penalize  efficienc\.  \'AT 
would  hit  the  ineSicient  firms  harder; 
though  they  have  lower  margins,  they 
would  pay  nearly  as  high  a  VAT  as  a 
profitable  competitor. 

Also,  because  they  hit  consump- 
tion, VATs  might  encourage  the  sav- 
ings the  economy  so  badly  needs. 

VAT  has  its  detractors,  however. 
Perhaps  the  most  scholarly  putdown 
of  the  c-oncept  came  about  a  year 
ago  when  then  Assistant  Secretary  of 
the  Treasury  Stanley  S.  Surrey  told 
the  National  Association  of  Manufac- 
turers that  value-added  just  would 
not  deliver  the  goods.  Specifically, 
he  knocked  the  contention  that  it 
would  encourage  both  lower  corpo- 
rate taxes  and  the  expansion  of  capital 
investment.  Surrey  argued  that  even 
with  VAT,  leading  European  coun- 
tries still  exact  as  much  as  a  40%  to 
50%  rate  on  profits.  Representative 
\\'ilbur  Mills,  the  Arkansas  Democrat 
who  controls  tax  policy  as  Chairman 
of  the  Ways  &  Means  Conmiittee, 
doesn't  often  agree  with  Surrey,  but 
Mills,  too,  reportedly  is  cool  to  the 
whole  scheme. 

Naturally,  Administration  taxmen 
are  cautious  when  they  talk  about 
such  a  controversial  change.  "We've 
had  very  little  time  to  focus  on  long- 
term  objectives,"  says  Gerard  M.  Bran- 
non.  Director  of  the  Treasury's  Office 
of  Tax  Analysis.  But  among  people 
who  have  thought  about  it,  he  adds, 
there  is  some  feeling  that  the  nation 
"could  go  a  little  more  toward  value- 
added."  A  Har\  ard-trained  economist, 
Brannon  has  been  with  Treasury  for 
six  years  following  a  dozen  as  a  con- 
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A  Value-Added  Tax  need  not  lifi  retail  prices  sharply.  West  Germany 
uses  VAT  extensively,  but  retail  competition  is  growing  keener— witness 
a  previously  unheard-of  end-of-season  clearance  at  this  Munich  store. 


gressional  staffman,  where  he  had  a 
chance  to  work  closely  with  Represen- 
tative Mills. 

Asked  about  the  sheer  mechanics  of 
such  a  changeover  (which  his  old 
boss  Stanley  Surrey  described  as  a 
nightmare),  Brannon  said:  "Oh,  I 
don't  think  changes  would  be  that 
great.  With  the  value-added  tax  you'd 
just  say  something  like  'subtract  lines 
3,  5  and  6'  on  a  tax  return." 

What  the  tax  expert  seems  to  be 
saying    is    that    the    option    is    there; 

George  P.  Shulti 


now  the  elected  officials  must  decide 
whether  they  want  to  use  them.  And, 
in  taxation,  VAT  is  one  of  the  few 
real  options. 

A  congressional  economist,  who  is 
well  aware  of  Mills'  skepticism  about 
VAT,  raises  an  intriguing  possibiUty: 
"Taxation  has  been  Wilbur's  life  work. 
He's  got  a  mind  for  history  and  wants 
to  leave  his  mark.  Maybe  a  new  form 
of  taxation,  a  more  equitable  and  con- 
structive form,  might  just  fill  the 
bill."  ■ 

Charls  E.  Walker 
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It's  All  Done  with  Arithmetic 

How  can  a  $50-million  loss  be  a  profit?  Well . . .  it 
depends  on  how  you  choose  to  keep  your  books. 


Will  the  miracles  of  certified  pub- 
lic accounting  never  cease?  Listen 
now  to  Harris  J.  Asliton,  president  of 
General  Host  Corp.,  who  can  ))ro\'e 
that,  although  his  company  will  lose 
$50  million  on  the  sale  of  its  57^  hold- 
ing in  Armou:  &  Co.  to  Creyhoimd, 
it  will  come  out  $23  million  ahead. 

AuNone  who  can  do  simple  arith- 
metic should  understand  his  reasoning. 

A  \ear  ago,  Ashton  points  out.  Gen- 
eral Host  had  a  net  north  of  about 
$38  million.  Then  it  went  after  Armour. 
It  bought  a  big  block  of  stock  from 
Charles  BInlidorn's  Gulf  &  Western 
Industries,  more  on  the  open  mar- 
ket and  even  more  in  a  tender  offer. 
The  tender  offer  was  to  exchange 
each  .Armour  share  for  $60  (face  \'al- 
ue)  in  General  Host  convertible  de- 
bentures plus  some  warrants.  General 
Host  ended  up  with  57'i  of  Armour. 

It  also  ended  up  with  enough  con- 
vertibles and  warrants  outstanding  to 
present  a  potential  dilution  on  its  com- 
mon stock  of  a  staggering  350f .  Pre- 
sumably, this  would  have  been  offset 
by  earnings  if  General  Host  ended  up 
with    control    of    Armour.    However, 


Chicago's  Greyhound  Corp.  garnered 
33%  of  Armour  through  a  competing 
tender  offer  and  blocked  a  takeover. 
Meanwhile,  interest  on  the  debt  was 
eating  General  Host  alive.  General 
Host  is  now  in  the  process  of  selling 
its  Armour  holdings  to  Gre\hound  for 
a  package  of  cash  and  securities  with 
an  estimated  \alue  of  $211  million. 

That  $211  million  is  $50  million 
less  than  the  figure  at  which  General 
Host  carried  its  Armour  stock.  So, 
where's  the  profit?  It  worked  like  this: 
General  Host  valued  at  around  $73 
million  the  warrants  it  issued  as  part 
of  its  tender  offer  for  Armour  stock;  it 
arrived  at  the  $73-million  \alue  by  as- 
signing a  portion  of  the  \  alue  of  the 
Armour  stock  it  got  in  the  tender  deal 
to  the  General  Host  warrants.  Of 
course,  the  \  alue  of  Armour  stock  had 
been  sliarpK  inflated  because  of  the 
competing  tender  offers,  but  so  what? 

Since  the  warrants  cost  General  Host 
nothing  (except  for  possible  future 
dilution )  the  full  $73  million  was  prof- 
it—or at  least  a  credit  to  capital  sur- 
plus. On  the  books,  this  $73-million 
"profit"  more  than  offsets  the  $50-mil- 


lion  "loss"  to  be  incurred  in  the  sale. 
Follow?  No?  Well,  never  mind,  be- 
cause all  that  has  really  happened  is 
that  large  amounts  of  paper  have  been 
shuffled  back  and  forth.  Except  for 
one  thing:  The  company's  stockhold- 
ers are  a  good  deal  poorer  than  they 
recently  thought  they  were. 

T-he  warrants  that  General  Host 
said  were  worth  $11  each  in  the  Ar- 
mour tender  now  sell  for  $3;  they  are 
■  a  call  on  General  Host  at  $40  a  share, 
but  you  can  buy  all  the  stock  you 
want  in  the  open  market— at  $12.  The 
convertible  debentures  that  were  ex- 
changed for  Armour  stock  have  never 
sold  for  anything  like  their  face  value; 
a  $1,000  debenture  recently  sold  for 
around  $460. 

Who's  Helped? 

General  Host,  meanwhile,  is  still  in 
business.  Ashton,  who  took  over  last 
fall  from  Chairman  Richard  C.  Pistell 
{sec  picture),  claims  that  all  this  pa- 
per-shuffling has  been  a  good  thing 
for  General  Host.  He  says:  "In  a  peri- 
od of  tight  money  I'd  rather  have  the 
$211  million  than  the  Aiinour  stock." 
The  truth  is,  of  course,  that  General 
Host  won't  really  have  $211  million. 
Nearly  $100  million  of  the  deal  is  in 
Greyhoimd  warrants  and  convertible 
preferred,  which  are  not  easily  traded 
in  todav's  turbulent  stock  market. 


Another  Victim 

Bell  &  Howell  reports  lower  earnings— and  another 
growth  stock  bites  the  dust.    Temporarily,  at  least 


They're  falling  like  tenpins  these 
days,  the  growth  companies.  In  a 
profit  pinch  where  not  even  mighty 
IBM  is  immune,  lesser  growth  com- 
panies are  taking  a  beating.  Latest  to 
hit  the  skids:  Chicago's  Bell  &  Howell 
Co.  Last  month  President  Peter  G. 
Peterson  announced  that  Bell  &  How- 
ell's earnings  for  1969  would  be  doun 
15?  from  1968,  ending  a  six-year 
chain  of  gains  that  had  carried  them 
from  77  cents  a  share  in  1962  to  $2.49 
in  1968.  The  market  reacted,  as  it  has 
a  habit  of  doing  the.sc  days,  b\  knock- 
ing the  daylights  out  of  Bell  &  Howell 
slock;  it  plunged  16  points  in  three 
da\s,  and  at  month's  end  sold  at  less 
than  half  its  1969  high  of  80-plus. 

You  can  say  one  thing  for  President 
Pete  Peterson:  He  doesn't  make  ali- 
bis. Peterson  was  quite  frank  in  his 
discussion  with  Kohbes  about  Bel!  & 
Howell's  problems. 

There  had  been,  he  said,  a  sharji 
slump  in  sales  of  B&H's  relatively  high 
priced  mo\  ie  cameras  and  mo\ie  and 
slide  projectors  at  Christmas,  normally 
the  big  selling  period.  A  contract   to 
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install  movie  systems  on  Pan  Ameri- 
can 707  and  747  jetliners  was  going 
to  be  a  big  loser.  And  in  moving  into 
the  promising  video-recording  field, 
B&H  had  made  serious  miscalculations. 

Such  setbacks  would  be  bad  enough 
for  any  growth  company,  coming  all 
at  once,  but  in  Bell  &  Howell's  case 
they  were  made  worse  b\'  a  basic 
problem:  Unlike,  say,  Eastman  Kodak, 
B&H  has  no  rock-bottom  profit  base- 
it  does  not  dominate  any  big  market. 
It  does  not,  therefore,  ha\e  the  kind  of 
cushion  a  more  powerfulK-  entrenched 
companx  has.  "We're  the  leader  in 
audio-visual  hardware."  says  Peterson, 
"and  in  folding,  inserting  and  mailing 
machines.  But,  it's  true,  we  don't  have 
an\-  one  enormous  profit  contributor." 

Bell  &  Howell  is  extremely  diversi- 
fied for  a  middle-sized  company;  1969 
sales  were  about  $300  million.  Diversi- 
fied into  some  very  good  areas,  too. 
Besides  photographic  products  and 
audio-\  isual  equipment,  it  is  in  educa- 
tional equipment,  business  equipment 
and  electronics.  "It's  possible  to  be  too 
diversified, "  Peterson  admits,  adding: 


When  It  Got  Hot.  .  .  .  It  was  Richard  C.  Pisfell's  idea  that  General 
Host  should  go  after  Armour  &  Co.  But  when  the  battle  deteriorated 
into  a  brawl,  he  semi-retired  and  took  a  third  wife,  a  marquesa.  The  two 
of  them  now  spend  most  of  their  time  traveling  and  hunting  big  game. 


Then  General  Host  has  to  use  S33 
million  cash  to  pay  off  short-term  debt. 
That  will  leave  it  with  844  million  in 
cash  and  S36.5  milhon  in  Greyhound 
notes.  But  against  this.  General  Host 


is  burdened  with  the  interest  pay- 
ment on  the  $206.7  million  in  long- 
term  debt  it  accumulated  in  the  proc- 
ess of  buying  into  Armour— about 
S11.2  million  a  year  (prior  to  the  at- 


tempt on  Armour,  General  Host  was 
earning  only  $3.3  million  a  year). 

Instant  Earnings 

Ashton  talks  glowingly  of  the  possi- 
i)ility  of  using  the  money  to  retire 
some  of  General  Host's  debentures  at 
their  recent  low  price.  Then,  by  an- 
other miracle  of  certified  public  ac- 
counting, the  company  could  count 
the  discount  from  par  value  as  earn- 
ings. That  might  or  might  not  impress 
the  stock  market,  which  has  grown 
increasingly  less  willing  to  accept  a 
company's  reported  earnings  at  any- 
thing like  face  value.  The  truth  is 
that,  for  all  this  paper-shufBing,  Gen- 
eral Host  is  still  what  it  was  before 
the  Armour  caper— a  company  baking 
bread  at  a  meager  return  of  1.5%  on 
sales  and  moving  into  other  conven- 
ience-food and  leisure  areas;  a  com- 
pany that  got  into  such  bad  shape 
while  it  was  going  after  Armour  that 
Greyhound  had  to  guarantee  a  $10- 
million  loan  from  Continental  Illinois 
National  Bank  to  General  Host  just 
to  help  keep  Host  afloat  while  the  ne- 
gotiations to  buy  its  57%  of  Annour 
were  under  way. 

Bookkeeping  is  supposed  to  reflect 
reality.  General  Host's  books— however 
acceptable  they  may  be  by  "accepted 
standards  of  public  accounting"— bear 
very  little  resemblance  to  reality.  ■ 


Gamble.  Pete  Peterson  plans 
on  35  %  of  camera  sales  com- 
ing at  Christmastime.  If  sales 
falter,    he    swims    in    inventory. 


"We  got  rid  of  some  businesses  [the 
vacuum  equipment  business,  for  in- 
stance]. Building  management  is  a 
problem;  there's  no  question  that  it  is." 

Backward  Step 

Bell  &  Howell's  first  major  divers- 
ification—electronics—has been  more 
trouble  than  benefit.  The  subsidiary's 
sales  growth  has  been  very  slow;  much 
of  its  business  has  been  in  low-profil 
aerospace  and  defense  work;  it  has 
had  too  many  products  and  marketing 
organizations  for  its  size.  .\ow  Peter- 
son hopes  that  by  cutting  back  sales 
by  5%  and  shooting  more  for  the  in- 
dustrial and  medical  markets  he  can 
double  electronics  profits  this  year. 

Peterson  thonglit  he  had  solved  a 
good  share  of  his  management  prob- 
lems in  1968  when  he  hired  Ro])ert  A. 
Charpie  away  from  Union  Carbide 
Corp.  as  Bell  &  Howell  president.  But 
a  year  later  Charpie  quit  to  head  up 
Cabot  Corp. 

The  contract  to  lease  entertainment 
equipment  to  Pan  Am  through  1973 
was  negotiated  l)efore  the  erjuipment 
was  completely  designed.  Now  the 
contract  is  being  renegotiated.  Peter- 
son says  there  will  be  much  less  of  a 
loss  on  this  business  this  year  than 
last,  and  that  over  the  life  of  the 
contract,  B&H  will  just  break  even. 


In  video-recording,  B&H  guessed 
correctly  that  new,  lower-priced 
equipment  would  increase  the  mar- 
ket, but  wrongly  that  the  biggest 
growth  would  be  in  one-inch  color 
tape  ecjuipment.  The  growth  turned 
out  to  be  in  even-lower-priced  half- 
inch  black-and-white  equipment.  B&H 
was  in  both  types,  but  now  is  with- 
drawing from  the  one-inch  field. 

Best-Laid  Plans 

"In  1969,"  Peterson  says,  "we 
thought  we  could  go  into  six  or  seven 
new  areas,  assuming  we  had  enough 
rcveinies  to  cover  these  investments. 
I'nit  there  were  three  big  things  not 
in  our  plan." 

Don't.  howe\'er,  write  Bell  &  Howell 
off  as  a  disaster  case.  That  Peterson 
speaks  so  frankly  about  his  problems 
is,  at  bottom,  a  sign  of  strength,  not 
of  weakness.  The  earnings  decline, 
while  a  blow,  is  hardly  a  knockout 
blow:  it  still  leaves  B&H  with  a  re- 
turn on  equity  of  10%,  which  is  not 
i)ad  for  a  poor  year,  and  the  company 
is  still  in  some  very  good  businesses. 
The  stock  market's  panicky  reaction 
to  the  disappointing  earnings  decline 
is  as  much  a  sign  of  the  times  as 
anything  else. 

"We're  planning  a  significant  come- 
back in  1970,"  Peterson  says.  ■ 
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Stee/:  Signs  of  Springtime? 

Since  1957,  tiie  steel  companies  have  poured  $20  billion  into  new  plant.  Some 
payoff:  a  25%  drop  in  over-all  net  income,  and  that  bolstered  by  some  accounting 
changes.  But  there  are  signs  that  all  those  billions  may  be  starting  to  bloom. 


If  it  is  any  comfort  to  American 
businessmen  watching  the  steady  up- 
ward movement  of  steel  prices,  things 
are  even  tougher  for  foreign  business- 
men. In  the  U.S.,  steel  prices  have,  on 
average,  gone  up  5%  for  1969.  But  in 
West  Germany  they  have  gone  up 
19%,  13%  in  France,  18%  in  England 
and  from  15%  to  50%  in  Japan  over 
roughly  the  same  period. 

In  West  Germany,  where  steel 
prices  are  fixed  by  the  federal  gov- 
ernment, building  contractors  have 
paid  as  high  as  100%  over  the  official 
price  to  get  black-market  steel. 

Internationally,  for  the  first  time  in 
many  years,  the  steel  market  is  tight. 
And  today,  more  than  it  ever  has 
been,  steel  is  an  international  metal. 
Only  last  month  a  Japanese  trading 
company,  with  a  commitment  to  ship 
steel  to  Argentina,  couldn't  find  the 
steel  at  home.  It  approached  Beth- 
lehem Steel  to  ship  from  U.S.  mills 
to  meet  the  commitment. 

Looked  at  whole,  the  situation  is 
this:  In  1969  imports  of  foreign  steel 
into  the  U.S.  dropped  22%.  At  the 
same  time  U.S.  steelmakers  increased 
their  shipments  of  steel  overseas  by 
145%.  The  result  was  that  the  U.S.' 
unfavorable  balance  of  steel  ship- 
ments narrowed  from  15.8  million 
tons  in  1968  to  8.4  million  last  year 
{see  chart,  p.  31).  This  year  the  gap 
should  narrow  even  further,  down  to 
5  or  6  million  tons,  if  booming  de- 
mand overseas  keeps  native  steel  at 
home  and  attracts  U.S. -made  steel. 

Even  as  this  change  was  taking 
place,  U.S.  steelmakers,  whose  politi- 
cal sensitivity  is  not  notably  high, 
were  sending  up  a  mighty  cry  for  help 
from  Washington  against  foreign  com- 
petition. In  the  end  they  were  saved, 
not  by  government  restrictions  on  im- 
ports, but  by  the  famous  old  law  of 
supply  and  demand. 

Why  then  is  Wall  Street  so  down  on 
the  steels?  Why  does  U.S.  Steel  cur- 
rently yield  7.4%  and  sell  for  only 
eight  times  1969  earnings?  Why  do 
Bethlehem  and  Republic  .sell  at  seven 
times  earnings? 

The  answer,  in  part,  is  that  The 
Street  is  simply  bored  with  the 
steels.  Says  David  J.  Londoner,  metals 
analyst  for  E.F.  Hutton:  "I  direct 
most  of  my  attention  to  more  fruit- 
ful areas.  If  an  investor  is  willing  to 
wait  two  years,  he  can  probably  get  a 
40%  increase  in  steel  stocks.  But  the 


gamble  isn't  worth  it.  You  have  to 
sell  out  with  perfect  timing  to  keep 
your  gains.  The  long-run  future  of 
steel  is  disastrous— below-average 
growth,  backward  managements,  ter- 
rible import,  labor  and  pricing  prob- 
lems." Another  analyst,  David  Healy  of 
Argus  Research,  adds,  "In  1969  steel 
had  record  sales,  production,  ship- 
ments, consumption,  but  declining 
profits.  That's  the  sign  of  a  mature, 
sick  industry." 

Minority  Report 

Listening  to  such  doom  saying, 
U.S.  Steel  Chairman  Edwin  H.  Gott 
smiles  and  demurs.  "Worldwide  de- 
mand will  grow  faster  than  the  pes- 
simists dream,"  he  says.  "Forget  that 
2J2%   growth   rate   everyone   predicts. 
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Stefel  growth  could  exceed  4%  to  6% 
annually  worldwide." 

John  Lobb,  ex-president  of  Cruci- 
•ble  Steel  and  now  an  executive  of 
Wall  Street's  Donaldson,  Lufkin  &  Jen- 
rette,  agrees  with  Gott.  So,  in  his  way, 
does  Leslie  Storyk,  head  of  the  Ameri- 
can Institute  for  Imported  Steel,  which 
represents  domestic  steel  importers. 
Importers  have  reduced  operations 
because  European  producers  have 
lacked  sufficient  steel  to  send.  "I've 
been  in  this  business  20  years  and  I 
have  never  seen  a  time  when  every 
major  industrial  nation  was  having  a 
boom  at  once,"  Storyk  says. 

"Why  is  there  a  world  steel  boom?" 
asks  Lobb.  "Simple.  It's  the  rising 
standard  of  living  going  on  every- 
where. Europe  has  tens  of  millions 
of  people  who  can  finally  afford 
to  buy  autos  and  motorcycles  and 
housing.  Factories  in  the  Common 
Market  are  generally  old  and  they  are 
being  rebuilt.  There's  a  world  ship- 
building boom  on.  Russia  is  building 
a  highway  system  which  will  chew 
up  an  incredible  amount  of  steel  bars 
for  reinforcing  concrete.  They  are 
starting  an  auto  business  in  Russia 
and  about  250  million  people  are  now 
without  cars.  They're  back  where  we 
were  in  1910.  And  think  of  the  pipe 
they  need  to  take  oil  and  natural  gas 
out  of  Siberia." 

American  Iron  &  Steel  Institute 
President  John  Roche  visited  Russia 
recently  and  substantiates  reports  of 
burgeoning  Soviet  steel  demands.  He 
says,  "An  authoritative  source  I  trust 
told  me  that  the  Soviet  Union  had 
need  for  140  million  tons  of  raw  steel, 
but  had  production  capacity  of  only 
123  million."  Straw  in  the  wind:  Rus- 
sia has  contracted  to  take  in  over  1.5 
million  tons  of  steel  pipe  from  Italy 
and  West  Germany. 

Turning  to  Asia  and  Africa,  John 
Lobb  points  out  just  how  big  the  mar- 
ket for  steel  could  be  there.  "Just 
imagine  what's  going  to  happen  in  a 
place  like  Nigeria.  It's  the  ninth  most 
populous  country  in  the  world  and 
these  people  aren't  going  to  be  walk- 
ing around  in  T-shirts  much  longer. 
And  all  over  Southeast  Asia  people  are 
going  from  pushing  a  wagon  to  get- 
ting a  bicycle.  My  god,  if  every  Chi- 
nese had  a  bike.  .  .  ." 

Naturally,  demand  is  only  half  the 
steel  equation.  What  about  supply? 
A  colleague  of  John  Lobb  at  Donald- 


24 


FORBES,    FEBRUARY  15,   1970, 


son,  Lufkin  &  Jeniette,  William  Fisli- 
er  Jr.  sa>s:  "Our  stud\  shows  there 
will  be  a  worldwide  shortage  tor  at 
least  two  years.  We  conclude  that  ex- 
ports of  steel  to  the  U.S.  from  both 
Japan  and  Europe  will  decline  simpK 
because  they  won't  ha\e  enough  steel 
to  send  to  our  market. " 

His  report  shows  that  Europe 
slashed  steel  investment  after  1963  to 
the  maintenance  level  while  demand 
for  steel  has  steadil)'  grown.  0\er  the 
next  two  years,  steel  consumption  in 
Europe  is  slated  to  grow  faster  than 
new  steel  capacity.  Europe  will  have 
to  cut  back  on  exports  and  increase 
imports  to  make  up  the  dittereTice. 

Japan— whose  steel-expansion  plans 
are  so  vast  that  the>  have  dri\en 
man)  a  Pittsburgh  steelman  to 
Washington  for  help— is  operating  at 
capacity.  Its  own  steel-consuming  in- 
dustries—autos,  shipping  and  appli- 
ances—are lx)oming.  Japan's  export 
commitments  to  Rii.ssia,  Red  China  and 
Europe  are  already  up  for  1970.  So 
is  internal  demand,  which  explains 
why  a  Japanese  trading  company 
would  want  to  bu\  steel  from  liethle- 


hem  to  ship  to  Argentinian  customers. 

However,  in  1973  Japanese  capac- 
ity will  take  a  big  jump.  Still,  the  steel 
won't  necessarily  end  up  on  U.S.  piers. 
The  Japanese  see  themselves  as  natu- 
ral suppliers  of  nations  like  X'ietiiam, 
Thailand,    Malaysia    and    Red   China. 

Surveying  this  scene,  U.S.  Steel's 
Cott  concludes  that  steel  in  the 
Seventies  is  going  to  be  a  different 
ball  game  than  in  the  Sixties.  He 
feels  that  the  three  critical  problems 
of  the  Sixties— imports,  prices  and  cost 
control— are  no  longer  critical. 

(^ott  cites  that  Japanese  and  Euro- 
pean producers  signed  a  voluntary 
agreement  with  the  U.S.  State  De- 
partment to  limit  their  steel  exports 
to  this  coimtry.  They  signed  this 
agreement  because  they  feared  Con- 
gress was  about  to  pass  legislation 
putting  on  steel  import  quotas.  So 
long  as  the  \()luiitar\  agreement 
works,  legislation  on  (jnotas  will  not 
be  needed.  If  it  is  violated.  Congress 
will  (piickK  act.  In  either  case,  in 
the  Seventies  steel  should  have  less 
trouble  with  imports  than  many  other 
U.S.  industries. 


As  for  Europe,  currently  it  cannot 
even,  meet  its  voluntary  quotas.  Com- 
mon Market  producers  fell  5'/  below 
their  own  voluntary  import  (juotas  in 
]9(-)9,  and  importer  spokesman  Storyk 
expects  Common  Market  imports  to 
lall  lurther  for  the  first  six  months  of 
J  970.  "The  steel  just  is  not  there  to 
send  lo  the  U.S.  because  of  heavy  de- 
mand Irom  home  markets, "  he  says. 

The  Japanese  exceeded  their  vol- 
untary (juota  in  1969  because  some 
small  Japanese  steel  companies  had 
not  been  included  in  the  voluntary 
agreement.  But  the  Japanese  have  to 
show  their  good  faith  by  reducing  im- 
ports in  1970,  which  DLJ  figures 
the\  would  have  had  to  do  anyway 
iiecanse  of  lack  of  capacity. 

For  now  at  least,  imported  steel 
prices  have  jumped  from  25%  to  45% 
so  that  the  price  gap  below  American 
steel  has  narrowed  from  35%  to  about 
I  Of.  The  Japanese  have  upgraded 
their  shipments  to  the  U.S.,  sending  in 
more  high-priced  specialty  and  stain- 
less steels,  cutting  back  on  less  ex- 
pensive wire  and  rods.  More  than  a 
few    U.S.    steel   users   have    come   to 


Sign  Of  Progress.  Sfeel  spending 
for  new  technology  has  yef  to  re- 
vive profits— and  in  fact  has  tem- 
porarily depressed  them.  But  some 
results  are  encouraging.  Labor 
costs  as  a  percentage  of  steel  costs 
have  been  held  steady  in  spite  of 
rising  wages;  the  industry  is  stead- 
ily shipping  more  steel  with  fewer 
workers.  The  new  continuous  cast- 
ing will  accelerate  this  trend.  Even 
now  the  domestic  steel  industry 
makes  the  most  steel  per  worker. 
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What  A   Way  To  Strike.  Production  sometimes  rises 
when  Japanese   workers   go   on   "sfri/ce."  They  simply 


put  on  a  little  red  button- and  go  on  working.  It's  effec- 
tive. Managers  lose  face  if  workers  wear  them  too  long. 


realize  that  they  can't  be  overly  de- 
pendent on  imported  steel. 

A  decline  in  pressure  from  abroad 
is  only  part  of  the  picture.  At  the 
same  time,  U.S.  producers  are  export- 
ing steel  at  a  record  rate  with  prices 
35%  to  45%  higher  than  last  year.  Gott 
claims  U.S.  Steel  had  record  exports 
of  2  million  tons  in  1969  and  should 
have  them  again  in  1970. 

It  now  appears  that,  with  one  big 
exception— specialty-steel  producers- 
imports  will  not  be  as  serious  a  prob- 
lem in  the  Seventies  as  in  the  Sixties. 
"The  upgrading  of  steel  imports  un- 
der the  voluntary  quota  will  keep 
us  under  pressure,"  concedes  spe- 
cialty-steel producer  Allegheny  Lud- 
lum  President  Roger  Ahlbrandt.  "Stain- 
less imports  showed  little  change  in 
1969,  while  steel  imports  as  a  whole 
were  down  22%."  Big  stainless  pro- 
ducers such  as  Republic,  Amico  and 
the  Crucible  division  of  Colt  In- 
dustries will  also  be  hurt. 

This  narrowing  of  the  import  gap 
can  have  an  effect  out  of  all  pro- 
portion to  the  tonnage  involved.  For 
one  thing,  steel  is  a  highly  leveraged 
business  and  profits  on  marginal  pro- 
duction can  be  very  high.  Once  over- 
head is  met,  most  of  the  proceeds 
from  every  additional  ton  sold  tend 
to  go  down  to  profits.  Moreover,  the 


past  availability  of  foreign  steel  made 
it  difficult  for  U.S.  producers  to  pass 
on  additional  labor  costs. 

The  political  situation  in  the  U.S. 
too  may  be  more  favorable.  The  Nlx- 
on  Administration's  fundamental  com- 
mitment to  a  degree  of  laissez-faire 
in  the  private  sector  means  less  pres- 
sure on  individual  industries— like  steel 
—to  hold  prices  down.  The  tendency 
will  be  to  continue  to  keep  pressure  on 
inflation  by  controlling  the  money 
supply.  The  figures  speak  for  them- 
selves. From  1960  to  1968,  steel  prices 
inched  up  about  1%  a  year  on  aver- 
age. But  last  year  the  increase  was  5%. 
In  the  first  30  days  of  1970  steel  prices 
have  been  raised  on  66%  of  all  tonnage. 

The  Watched  Pot 

Seeds  do  not  sprout  overnight.  A 
watched  pot  takes  a  long  time  to  boil. 
So  it  is  with  the  $20  billion  the  U.S. 
steel  industry  has  spent  on  new  plant 
and  equipment  since  1957.  For  years 
the  seeds  have  refused  to  sprout,  the 
water  has  refused  to  boil,  and  profits 
and  profit  margins,  instead  of  widen- 
ing, have  actually  narrowed.  U.S. 
Steel's  return  on  equity  is  only  6.2f. 

Be  patient,  counsels  David  A.  Quar- 
rell,  steel  analyst  for  the  investment 
house  of  William  D.  Witter.  Steel  seed 
money,   he  points   out,   sprouts   more 


slowly  than  that  in  most  other  indus- 
tries. For  one  thing,  it  costs  about 
S250  million  in  break-in  costs— all  of 
it  expensed— to  get  every  $1  billion  in 
new  plant  working  properly.  For  ex- 
ample, McLouth  Steel,  the  industry's 
technological  leader,  is  attempting  to 
convert  all  of  its  output  to  the  new 
continuous-casting  process,  and  has 
showed  a  pretax  loss  for  1969. 

U.S.  Steel's  Gott  claims,  for  exam- 
ple, that  of  the  $2.3  billion  his  com- 
pany has  spent  in  the  past  four  years, 
fully  $800  million  is  still  in  the  no- 
profit  break-in  stage.  "When  you  put 
in  new  equipment  at  the  magnitude 
and  rate  we  have,  you  have  to  ex- 
pect problems.  I  haven't  at  all  been 
upset  by  recent  figures,"  he  says. 

These  break-in  costs,  at  an  estimat- 
ed 25%  of  investment  for  U.S.  Steel, 
would  exceed  $500  million  spread 
over  a  number  of  years.  How  long 
will  they  drag  down  earnings?  "Facil- 
ities will  be  in  place  and  running 
satisfactorily  by  the  end  of  1971," 
says  Gott.  "But  our  profit  turnaround 
will  come  long  before  then." 

Gott  believes  U.S.  Steel,  which 
earned  $4.01  a  share  last  year,  will 
break  1957's  a  share  record  of  $7.33  in 
the  Seventies.  Most  steel  analysts  still 
scoff,  but  in  the  last  quarter  of  1969, 
U.S.  Steel's  annualized  earnings  rate 
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Doghouse 

There's  where  the  steel  stocks  are.  Not  only  are  they  down  in  the  current  bear  market,  they  are 
down,  substantially  down— in  earnings  and  stock  prices— from  where  they  were  a  dozen  years  ago. 


' 

-1969  FINANCIAL 

DATA 

1969 

—STOCK 

DATA — 

Change 

Change 

Return 

Earnings 

Price/ 

Sales 

from 

Net 

from 

on 

per 

Earnings 

^Dividends—., 

Current 

Recent 

1957-70 

Company 

(millions) 

1957 

Income 

1957 

Equity 

share 

Ratio 

1969 

1957 

Yield 

Price 

Price  Range 

U.S.  Steel 

$4,825 

10.20/0 

$217.1 

-48.20/0  6.20/0 

$4.01 

8 

$2.40 

$3.00 

7.40/0 

325/8 

10878 

321/7 

Bethlehem  Steel 

2,928 

12.4 

156.5 

-18.0 

8.3 

3.56 

7 

1.75 

2.40 

6.8 

253/4 

591/8 

25i/« 

Republic  Steel 

1,501 

22.2 

79.1 

-  6.9 

7.9 

4.96 

7 

2.50 

3.00 

7.4 

333/4 

813/4 

28 

Armco  Steel 

1,451 

35.2 

90.0 

31.8 

9.5 

3.10 

8 

1.575 

3.00 

6.2 

251/2 

401/4 

19^8 

National  Steel 

1,225 

91.1 

78.0 

71.4 

9.6 

4.76 

8 

2.50 

2,00 

6.7 

371/2 

653/4 

243/4 

Inland  Steel 

1,158 

51.6 

57.7 

-   2.0 

7.5 

3.17 

8 

2.00 

1.50 

7.8 

253/4 

55 

23 

Jones  &  Laughlin 

1.056 

26.1 

22.1 

-51.4 

3.1 

1.34 

13 

1.35 

2.50t 

7.8 

171/4 

44'/8 

171/8 

Youngstown' 

965E 

41.9 

def.E 

def.E 

0.60 

1.88 

5.2 

111/2 

N.A. 

N.A. 

Kaiser  Steel 

421 

102.0 

25.7 

20.5 

10.5 

3.58 

22 

1.50 

0.27 

1.9 

80 

821/4 

8% 

McLouth  Steel 

221 

23.0 

2.3 

-75.5 

1.3 

0.65 

37 

1.60 

Nil 

6.7 

24 

623/4 

223/4 

•Now  Lykes  Youngsiown     1957  data  for  Youngstown  only     E  Estimated     def.  Deficit     N.A.  Not  Applicable    t   Plus   Stock 

NotC:    In   1968  mony  steet  companies  changed  iherr  mettiod  of  occounting    for  depreciation  which  substantially   increased  reported  eomings. 
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$1  billion  a  year. 


There  are  over  60,000  computers  revolutionizing  data  processing  in  the 
U.  S.  today.  In  an  average  year's  operation,  they'll  spew  out  a  stack  of 
paper  thousands  of  miles  high. 

At  a  cost  of  billions  of  dollars.  For  the  paper,  for  the  handling  and 
for  the  time. 
Cut  down  on  the  paper,  and  that  cost  could  be  cut  dramatically. 
How?  By  a  unique  information  processing  system  developed  by  Strom - 
berg  DatagraphiX,  Inc.,  a  General  Dynamics  subsidiary.  We  call  it 
DatagraphiX  Micromation.  It's  microfilm  photography  from  a  very 
special  cathode  ray  tube  called  the  CHARACTRON:  Hitch  a  Data- 
graphiX printer  to  a  computer,  and  it  will  print  the  computer  output 
onto  microfilm  at  speeds  up  to  120,000  characters  a  second,  115,000 
pages  per  eight- hour  day.  Our  desk- top  inquiry  stations  then  can  re- 
trieve and  display  selected  information  at  the  push  of  a  button.  Data- 
graphiX Micromation  is  more  than  10  times  faster  than  conventional 
computer  impact  printing  and  reduces  the  cost  of  paper  supplies  alone 
as  much  as  87%. 

DatagraphiX  systems  are  saving  money  and  speeding  up  data  han- 
dling for  insurance  companies,  banks,  retailers,  manufacturers,  airlines 
and  major  U.  S.  government  agencies,  among  others. 

They're  revolutionizing  the  revolution  in  data 
processing. 

It's  just  one  example  of  what  technology  can 
accomplish  when  it's  handed  a  problem. 

At  General  Dynamics,  we  put  technology  to 
work  solving  problems  from  the  bottom  of  the 
sea  to  outer  space... and  a  good  bit  in  between. 


GENERAL    DYNAMI 


Pnnlef  photographs  computer  data  onto  mrcro'ilm 


was  already  up  to  $4.88.  Witter  ana- 
lyst Quarrell,  who  has  studied  these 
immense  break-in  costs  carefully, 
claims  that  U.S.  Steel  could  earn  $9 
a  year  in  a  big  volume  year  after  1972. 

Bethlehem  Steel,  too,  has  a  huge 
investment  on  which  it  is  making  lit- 
tle return.  There  is  $1  billion  invested 
in  the  Burns  Harbor  plant  in  Indiana. 
The  cost  alone  of  transporting  hot  met- 
al to  the  Chicago  finishing  mills  from 
Bethlehem's  eastern  plants  is  $9  a  ton 
and  is  eating  up  most  of  the  profits  on 
those  shipments.  But  this  spring,  Beth- 
lehem will  make  some  ol  its  own  hot 
metal  (not  by  continuous  casting)  in 
Burns  Harbor,  and  that  $l-billion  in- 
vestment should  start  to  pay  off. 

Annco  is  another  company  that 
should  improve  this  year  because  of  a 
diminishing  of  break-in  costs.  Presi- 
dent C.  William  Verity  jr.  says,  "We 
started  Project  600  to  modernize  our 
steel  plant  back  in  1964  and  didn't 
look  for  any  contribution  to  profit  till 
1970,    because    of    the     tremendous 


Greof/y  Exaggerated.  For  investment  purposes.  Wall  Streeters  be- 
lieve steel  is  dead.  But  the  charts  below  indicate  a  lot  of  life  remains. 


f 


break-in  costs.  It  takes  an  average  of 
30  months  from  the  time  you  start 
spending  to  the  time  you  start  get- 
ting a  return,  and  another  six  months 


until  you  get  profits."  On  the  other 
hand,  Republic  and  Jones  &  Laughlin 
appear  to  be  in  for  severe  break-in 
problems  this  year  and  probably  most 
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The  current  combined  market  value  of  ten  leading    _ 
steel  stocks  is  $7  billion  below  the  old  high... 
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■  industry  profitability  has  drastically  declined. 
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of  next  \ear  too.  J&L  and  Yoiingstown 
also    have    severe    morale    problems 
r    caused  by  their  takeo\er  b>  conglom- 
erates LTV  and  L\  kes. 

The  Case  for  Pessimism 

Overall,  the  case  tor  optimism 
about  steel  is  strong.  The  case  for 
pessimism,  however,  is  not  without  its 
points.  It  could  be,  for  e.vample,  that 
the  health)  balance,  worldwide,  be- 
tween steel  supply  and  steel  demand, 
could  once  more  get  out  of  whack; 
imports  miglit  again  be  a  serious 
problem.  Steel  is,  after  all,  a  political 
metal.  Small  countries  do  not  like 
being  dependent  on  bigger  countries 
for  this  vital  material.  If,  therefore, 
economic  nationalism  prevails  in  the 
underdeveloped  countries,  barriers 
could  rise  against  Japan's  fast-grow- 
ing output,  much  of  which  might 
again  try  pushing  into  the  U.S. 

Labor  costs  at  home?  \o  man  yet 
knows  how  and  where  inflation  will 
end.  Certainly  steel  wages  are  going 


to  go  up  here.  But  they  are  going 
to  go  up  abroad,  too.  And,  at  home, 
the  more  permissive  political  atmos- 
phere gives  steel  more  leeway  in 
passing  on  higher  costs. 

But  perhaps  the  biggest  unan- 
swered (juestion  about  the  future  of 
the  U.S.  steel  industry  lies  deep  with- 
in the  industry  itself.  The  question 
is:  How  good  is  steel  management? 
How  deft  will  it  be  in  capitalizing 
on  the  improving  situation? 

John  Lobb  left  International  Tele- 
phone &  Telegraph  to  take  the  Cru- 
cible Steel  presidenc>'  because  every- 
one told  him  "it  was  impossil>le  to 
tuni  a  steel  company  around."  He  nev- 
er found  out,  because  Crucible  was 
taken  over  by  Colt  Industries,  and  he 
departed.  But  he  has  thought  a  good 
deal  about  what  he  wanted  to  do  as 
an  outsider  running  a  steel  company. 

"There  are  at  least  50  major  steel- 
producing  units  or  product  lines  that 
are  marginal  and  should  be  closed 
down,  but  have  been  kept  ruiming  for 


\ears.  This  creates  domestic  overca- 
pacitv  and  eats  up  the  profits  from 
the  efficient  operations.  If  U.S.  Steel 
and  Bethlehem  would  only  run  their 
most  efficient  facilities  and  close  down 
everything  else,  and  free  up  cash  flow 
to  develop  their  natural  resources,  the 
earnings  would  be  beautiful." 

Lobb  feels  that  the  steel  industry 
may,  in  the  end,  benefit  from  stronger 
laws  against  pollution.  "Pollution 
problems,  l)oth  air  and  water,  will 
retjuire  great  spending  and  will  have 
a  beneficial  eflect  on  companies  with 
good  management.  When  they  real- 
ize how  much  they  would  have  to 
spend  on  the  obsolete  facilities,  they 
will  close  the.se  inefficient  facilities 
down.  I  think  they  will  be  able  to  pay 
for  the  pollution-control  programs  and 
help  stockholders  when  they  close 
down  these  facilities  that  should  have 
been  closed  at  the  end  of  World 
War  II  or  even  earlier." 

Lobb  feels  steel,  although  it  has 
trimmed  down  a  bit,  is  still  bureau- 
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But... on  the  bright  side... the  gap  between  imports 
and  exports  is  closing... 
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...and  steel  prices?  The  record  shows  that  the  in- 
dustry has  had  more  flexibility  in  pricing  In  Repub- 
lican Administrations. 
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This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy 
any  of  these  securities.  The  offering  is  made  only  by  the  Prospectus. 


NEW  ISSUE 
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$100,000,000 


Marathon  Oil  Company 


8M%  Sinking  Fund  Debentures  Due  2000 


Price  99.75% 

plus  accrued  interest  from  February  4, 1970 


Copies  of  the  Prospectus  may  be  obtained  from  any  of  the  several 
underwriters,  including  the  undersigned,  only  in  States  in 
which  such  underwriters  are  qualified  to  act  as  dealers  in 
securities  and  in  which  the  Prospectus  may  legally  be  distributed. 


The  First  Boston  Corporation 
Dillon,  Read  &  Co.  Inc.  Kuhn,  Loeb  &  Co. 

Eastman  Dillon,  Union  Securities  &  Co.  Lehman  Brothers 

BIyth  &  Co.,  Inc. 
Goldman,  Sachs  &  Co. 
Hornblower  &  Weeks-Hemphill,  Noyes 
Lazard  Freres  &  Co. 


Drexel  Harriman  Ripley 
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Glore  Forgan  Staats 
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Halsey,  Stuart  &  Co.  Inc. 
Kidder,  Peabody  &  Co. 

Incorporated 

Loeb,  Rhoades  &  Co. 
Merrill  Lynch,  Pierce,  Fenner  &  Smith         Paine,Webber,  Jackson  &  Curtis 

Incorporated 

Smith,  Barney  &  Co. 

Incorporated 


Salomon  Brothers  &  Hutzler 

Stone  &  Webster  Securities  Corporation 


White.  Weld  &  Co. 


Dean  Witter  &  Co. 

Incorporated 


Wertheim  &  Co. 
Paribas  Corporation 


cratic.  Lobb  asks  why  U.S.  Steel  ' 
needs  somewhere  over  6,000  people 
in  its  headquarters,  when  ITT,  a  big- 
ger, more  complex  company,  has  only 
2,000  in  its  New  York  and  Brussels 
headquarters  combined;  and  National 
Steel,  one  of  the  industry's  best-man- 
aged companies  has  fewer  than  100 
people  headquartered  in  Pittsburgh. 

As  for  diversification,  Lobb  points 
out,  "Kaiser  Steel  sells  for  22  times 
earnings  because  investors  think  of  it 
as  a-  natural  resources  company.  But 
U.S.  Steel  and  Bethlehem  have  much 
more  natural  resources  per  share  than 
Kaiser  and  acquired  them  years  ago 
at  ridiculously  low  prices.  They  have 
the  resources  to  develop  them.  Why, 
U.S.  Steel  has  more  cash  than  most 
banks— over  .$1  billion." 

Will  the  current  generation  of  steel 
managers  be  equal  to  the  tasks?  It  re- 
mains to  be  seen.  Not  all  the  signs 
are  good.  Recently  U.S.  Steel  permit- 
ted its  Fairfield  Works  near  Birming- 
ham, Ala.,  to  ban  foreign  cars  from 
the  company  plant  on  the  grounds 
that  these  cars  were  taking  away 
business  and  jobs  from  domestic  plants. 
That's  hardly  the  kind  of  broad-range, 
global  thinking  that  steel  will  need  to 
deal  with  the  problems  and  grab  the 
opportunities  that  lie  just  ahead.  Steel- 
men  will  have  to  remember  that  if  for- 
eign steelworkers  decide  to  protest  the 
use  of,  say.  Caterpillar  equipment 
made  with  American  steel  in  their 
plants,  it  will  be  U.S.  steelworkers 
who  will  suffer. 

But  such  incidents  as  the  Birming- 
ham ban  on  foreign  cars  may  be  a 
dying  gasp  of  the  old  attitudes.  There 
are  signs,  and  they  are  not  few  in 
number,  that  the  industry  is  increas- 
ingly being  run  by  men  who  think  in 
broad  terms  of  management  and  of 
money  and  not  in  narrow  terms  of  the 
number  of  tons  of  steel  poured.  Con- 
sider U.S.  Steel's  investments  in  chem- 
icals and  titanium,  and  real  estate 
and  home  building  plans.  Or  Nation- 
al's venture  into  aliuninum. 

Roger  Ahlbrandt,  the  thoughtful 
president  of  Allegheny  Ludlum,  re- 
flected the  new  attitude  recently 
when  he  said:  "We  owe  a  lot  to  Jim 
Ling.  He  taught  us  we  can't  afford  to 
be  all  things  to  all  customers.  We  will 
have  to  be  more  selective  and  make 
those  steels  where  we  are  the  most 
efficient  and  perhaps  buy  the  others 
we  need  from  the  most  efficient  pro- 
ducer. That  will  free  up  cash  flow  to 
move  into  less  capital-intensive,  more 
profitable  areas.  When  I  ask  myself 
can  we  afford  another  $100-million 
hot  strip  mill,  I  answer:  No. " 

Just  down  the  road,  the  steel  indus- 
try has  great  opportiniities.  The  skep- 
ticism of  most  Wall  Streeters  may  well 
be  badlv  out  of  date.  ■ 
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L  corporate  pian  is  no  oeiier 
than  the  internal  ability  to  imple- 
ment it,  and  the  external  market 
conditions  required  to  fulfill  it. 
The  planning  resources  at 
Gould  Inc.  provide  a  sound 
basis  for  achieving  our  corpo- 
rate growth  goals. 

These  resources  include  the 
combined  management,  market- 
ing, and  in-depth  planning, 
required  to  become  a  dominant 
force  in  the  selected  markets 
served  by  our  electronic,  elec- 
tromechanical, electrochemical 
and  metallurgical  capabilities. 
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GOULD  Nc 

St.  Paul,  Minnesota 


Reyholds  is  a 

considered 

opinion 

About  any  common  stock . . . 

Or  convertible . . . 

Or  preferred . . . 

Or  mutual  fund . . . 

Or  corporate  or  municipal  bond 

—or  commodity— that  you  care  to 

ask  us  about. 

Considered  as  either  a  purchase 
or  sale  in  the  light  of  current 
prices  and  the  outlook  for  the 
market  and  business  as  a  whole. 

Considered  in  the  light  of  alter- 
native opportunities  in  each  cat- 
egory of  securities  and  every 
major  industry. 

Considered,  most  of  all,  in  re- 
lation to  your  overall  investment 
picture,  your  portfolio  aspira- 
tions, and  the  probable  effect  of 
any  decision  to  buy  or  sell  on 
both  your  long  and  short  term 
financial  future. 

If  you  feel  that  the  kind  of  con- 
sidered opinion  we're  talking 
about  here  might  improve  that 
future  for  you,  simply  stop  in  at 
any  Reynolds  office  and  ask  for  an 
Account  Executive. 

Or  send  in  your  portfolio  for  a  con- 
fidential, conscientious  review  in 
line  with  the  personal  objectives 
you  specify.  There's  no  charge, 
just  address  your  letter  to  Leslie 
M.  Pollack,  Director  of  Research. 


Rej^olds  &  Co. 

MEMBERS  NEW  yoRK  STOCK  EXCHANGE 
AND  OTHER  LEADING  EXCHANGES 

120  BROADWAY.  NEW  YORK.  N.  Y.  10003 
OFFICES  COAST  TO  COAST 


Glutton  for  Punishment 

You'd  think  that  General  Public  Utilities  would  have  had 
enough  of  nuclear  power  plants.  But  no,  it's  off  building  more. 


General  Public  Utilities'  Presi- 
dent William  G.  Kuhns  lost  35 
pounds  watching  his  company's  first 
nuclear  generator  fall  two  years  be- 
hind schedule  and  cost  an  extra  $60 
million.  Back  to  fossil  fuel?  No.  GPU 
will  spend  $3  billion  on  new  construc- 
tion by  1977,  mainly  on  three  more 
nuclear  power  plants. 

But  why?  GPU's  Oyster  Creek,  N.J. 
nuclear  facility— which  went  on  line 
in  December,  more  than  two  years  late 
—has  caused  nothing  but  headaches, 
and  expensive  ones  at  that.  Cracks 
were  discovered  in  more  than  100 
pressure  tubes,  and  the  Atomic  Ener- 
gy Commission  demanded  a  host  of 
extra,  time-consuming  tests  on  many 
of  the  plant's  components.  As  a  result, 
GPU's  four  operating  companies— two 
in  New  Jersey,  two  in  Pennsylvania- 
had  thumping  under-capacity  prob- 
lems for  two  years  running  because 
Oyster  Creek  wasn't  working.  In  turn, 
GPU's  earnings  have  been  stuck  at 
around  $2  per  share  for  the  last 
four  years. 

"People  think  we're  stuck  with  this 
thing  around  our  necks  for  the  rest  of 
our  lives.  It  isn't  that  at  all,"  Kuhns 
contends.  "Oyster  Creek  is  on  line 
and  running  like  clockwork— knock  on 
wood— and  it's  a  perfectly  wonderful 
low-cost  power  producer." 

Kuhns  maintains  that  Oyster  Creek 
at  capacity  will  be  generating  elec- 
tricity for  5/4  mills  per  kw  hour, 
whereas  the  same  plant  using  fossil 
fuel  "would  cost  a  little  over  6  mills." 

Kuhns  insists  that  nuclear  energy  is 
a  reliable,  efficient,  low-cost  power 
source.  "You  like  to  locate  your  gen- 
erating facility  close  to  load  centers. 
In  our  New  Jersey  service  areas  par- 
ticularly, relative  costs— which  are  pri- 
marily fuel  costs— mean  that  nuclear 
energy  wins  out  on  the  economics." 

Production  economics  is  one  thing, 
lead  time  another.  The  six-year  lead 
time  in  nuclear  generating  units  has 
forced  GPU  to  buy  small  gas-turbine 
generators  it  can  put  into  operation  in 
two  years. 

Time  Is  Dear 

Furthermore,  the  holding  company 
is  still  out  of  pocket  over  Oyster 
Creek.  Its  Jersey  Central  subsidiary 
was  the  first  in  the  U.S.  to  put  down 
hard  cash  for  a  nonexperimental  nu- 
clear generator.  A  $68-million,  fixed- 
price,  turnkey  operation  contract  was 
signed  with  General  Electric  in  1963. 
Contract  adjustments  added  another 
$20  million  to  the  bill.   In  addition, 


GPU  was  forced  during  the  two-year 
delay  to  buy  power  from  otheis  at 
$79»million,  twice  what  generating  its 
own  power  would  have  cost. 

GPU  management  was  soon  consid- 
■  ering  a  suit  against  General  Electric. 
But  Kuhns  has  held  off.  "Once  we 
were  assured  that  we  were  not  preju- 
dicing our  case  one  bit,  we  put  all 
our  efforts  into  getting  Oyster  Creek 
into  service  rather  than  interrupt  the 
work  with  pretrial  proceedings."  The 
decision  on  whether  to  go  to  court 
will  be  made  in  the  next  few  months— 
once  GPU  finishes  a  computer  analy- 
sis of  the  causes  of  the  delay. 

"And  to  those  who  accuse  us  of  sit- 
ting on  our  hands,  I  can  only  say  we 
had  to  make  a  vital  decision.  We  chose 
to  get  Oyster  Creek  finished  and  op- 
erating," stated  Kuhns. 

As  if  costs  and  delays  weren't 
enough,  when  GPU  went  into  the 
bond  market  recently  it  paid  10/4%  for 
$50  million  worth  of  five-year  bonds— 
the  highest  rate  ever  paid  for  money 
by  a  utility.  A  crushing  blow?  "We 
had  to  go  for  the  money  to  cover  cer- 
tain income  requirements  for  our  sub- 
sidiaries," Kuhns  explained,  "and  we 
chose  short-term  maturities  because 
we  considered  there  was  a  demand 
for  them." 

In  fact,  General  Public  Utifities  will 
be  selling  bonds  in  1970,  as  well. 
Kuhns  said.  But  he  believes  the  com- 
pany will  have  an  easier  time  of  it  b\ 
then,  because  "Oyster  Creek  will  be 
far  enough  behind  us  for  people  td 
see  it  in  perspective." 

There's   no   doubt   that   Kuhns   be 
lieves  GPU  isn't  half  as  badly  off  as 
people  make  out.   He  is  just  having 
difficulty  convincing  them.  ■ 
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Hardlop  Coupe  deVille.  Cadillac  Motor  Car  Division 


The  decision  tliat  leaves  no  doubts.  When  you  seUd  a  Cadillac,  you  are  certain  of  an  incom- 
rable  share  of  motoring  excellence.  There  are  eleven  brilliant  models  to  meet  your  most  personal  requirements.  No  other 
e  car  has  pioneered  so  many  power  accessories,  driving  aids,  or  interior  refinements.  Nor  can  any  other  car  hope  to  match 
idillac's  traditional  return  on  original  investment  at  trading  time.  Whether  you  plan  to  purchase  a  new  model,  or  one  that  has 
'n  previous  service,  talk  to  your  authorized  dealer.  Without  a  doubt,  a  Cadillac  decision  will  be  the  soundest  you  can  make. 


STANDARD    OF   THE    SA^ORLD 


At  Firestone  Tire  &  Rubb 
processing  I 


General  Electric  .  .  . 
Industry's  leading  partner 
in  industrial  automation 


applying 

hot  rubber  tread 

to  tires 

...automatically 


From  manufacturing  tires  to  producing  steel 

and  oil,  reliable  General  Electric  automation  systems 

help  industry  meet  precise  quality  standards. 


GE  drive  systems  power  the  Firestone 
Tire  &  Rubber  Company's 
revolutionary  new  continuous  sheet 
tread  processing  lines  ...  a  process 
automatically  controlling  tread  quality 
of  passenger  car  tires. 
Firestone's  system  wraps  hot  tread 
rubber  continually  in  multiple  .032 
inch  layers  around  the  tire  body  . . . 
with  all  desired  tread  thickness  and 
adjustments  automatically  controlled. 


Results?  Manual  tread  splicing  and 
extruding  are  eliminated  .  . .  precise 
tread  alignment  is  automatic  .  . .  and 
because  the  rubber  is  applied  hot, 
tread  adhesion  is  better  than  ever 
before  for  added  safety. 
Reliable  General  Electric  automation 
systems  and  products  are  helping 
many  industries — from  paper  to 
metals  to  all  kinds  of  manufacturing. 
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at  Atlantic-Richfield  . . .        ■<¥::'■ 

automatically  monitoring  over  300  proc- 
ess variables  in  ARCO's  new  hydro- 
cracker  complex  to  upgrade  petroleum 
products  into  high  performance  gasoline 
blending  stock  .  .  .  use  of  GE's  process 
computer  eliminated  costly  conventional 
instrumentation. 


GENERAL 


at  J&L  Steel . . . 

continuously  descaling  175  tons  of  steel 

per   hour  in   an   acid   bath  at  1200  feet 

per  minute  .  .  .  GE  drives  and  controls 

help  make  the  system  one  of  the  fastest 

and    most   efficient    pickle  lines    in    the 
steel  industry. 


ELECTRIC 


I   I 


Transco, 
,  stransmission 

had  a  big-pipe  dream 

We  started  20  years  ago  as  one  company  with  one  service.  Nat- 
ural gas  transmission.  We  are  still  one  company  with  one  service. 
Natural  gas  transmission. 
But  we're  now: 

.A  $l-billion-plus  company  (with  a  new  plant  investment  ap- 
proaching half  a  billion  dollars  in  three  years). 

'  A  corporation  with  60,000  shareowners. 

■A  pipeline  system  that  now  totals  nearly  8,500  miles.  From 
Texas  through  the  mushrooming  Southeast  along  the  Atlantic  sea- 
board and  up  through  the  Northeast  megalopolis. 
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By  pioneering  the  use  of  large-diameter  pipe,  we've  been  able 
to  deliver  gas  at  the  lowest  rates  in  Transco's  marketing  areas: 
The  densest  population  area  in  the  U.S.,  with  the  lowest  saturation 
in  the  use  of  gas. 

A  built-in  growth  potential.  For  Transco.  And  for  Transco's 
major  customers,  some  of  the  highest  rated  utility  companies  in 
the  country. 

Our  profitability  and  growth  records  are  among  the  best  in  the 
industry.  In  1969,  earnings  from  operations  rose  for  the  17th 
straight  year.  An  average  increase  of  12%  a  year  strictly  from  pipe- 
line operations. 

Will  we  continue  to  grow  without  acquisitions  or  mergers? 

Transco's  President,  James  B.  Henderson : 

"Our  decisions  not  to  diversify  are  based  on  the  principle  that  we 
put  our  funds  to  work  where  they  will  do  the  most  good  for  our  stock- 
holders. If  we  see  an  opportunity  to  do  better  than  we  have  been 
able  to  do  in  the  transportation  of  natural  gas,  we  will  consider  that 
proposal  seriously  and  without  prejudice." 

Transco,  the  gas  transmission  company  that  performs. 

Transcontinental  Gas  Pipe  Line  Corporation,  Houston,  Texas. 
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More  Than  Meets  the  Eye 

Household  Finance  has  just  shelled  out  $251  million 
for  two  acquisitions  that  will  dilute  per-share  earn- 
ings.   Has    this    wise   old  diversifier  lost  its    touch? 


Chicago's  Household  Finance  Corp. 
has  always  gotten  high  marks  for  the 
ua\  it  has  di\ersified  away  from  the 
small-loan  business.  In  the  last  seven 
years  it  has  increased  its  nonloan 
business  from  practicalK  nothing  to 
where  it  accounted  for  about  40"?  of 
HFC's  estimated  total  earnings  of  SSO 
million  in  1969.  And  even  allowing  for 
the  conversion  of  all  the  preferred 
stock  issued  along  the  way,  HFC's 
per-share  earnings  have  kept  pace 
with  a  TOf  gain  in  dollar  earnings 
from  1963  through  1968. 

HFC's  competitors  have  diversified 
less  successfully.  Beneficial  Finance 
Corp.  hasn't  suffered  any  dilution,  but 
its  1963-68  earnings  gain  was  just 
48%.  GAC  Corp.,  from  a  small  base, 
has  increased  earnings  sharply,  but 
largely  by  using  liberal  accounting  and 
with  significant  dilution. 

Last  year,  however,  HFC  plunked 
down  a  quarter  of  a  billion  dollars  for 
two  acquisitions  that  at  first  glance 
would  indicate  the  company  has  lost 
its  touch.  First,  it  paid  S145  million  in 
cash  for  a  93%  interest  in  National  Car 
Rental  System,  which  is  a  distant  No. 
Three  in  its  business  behind  Hertz  and 
Avis.  Not  only  did  HFC  pay  more 
than  50  times  1968  earnings  for  it, 
but  the  cx)st  of  the  cash  used  in  the 
deal  was  slightly  more  than  HFC's 
share  of  National  Car's  earnings. 

Then  Household  bought  Von's  Gro- 
cery Co.  for  S106  million  in  convert- 
ible preferred  stock.  A  supennarket 
outfit?  The  supermarket  industry  is 
one  of  the  most  tioubled  around 
(Forbes,  Nov.  1)  and  Forbes  22nd 
Annual  Report  on  American  Business 
shows  that  Von's  has  been  no  excep- 
tion. Its  earnings  have  been  declining 
at  an  annual  rate  of  1.8%  over  the  last 
five  years  while  its  sales  have  been 
growing  by  only  1.1%  a  year.  What's 
more,  the  aimual  dividends  on  the 
preferred  stock  issued  for  Von's  are 
higher  than  the  supermarket  chain's 
annual  earnings. 

Has  HFC  lost  its  marbles?  HFC 
President  Arthur  E.  Rasmussen  argues 
not.  Rasmussen  was  brought  into  the 
company  in  1967  because  of  the  ac- 
quisition skill  he  had  shown  as  finan- 
cial vice  president  of  Avco  Corp.  He 
says  he  was  looking  beyond  the  1969 
earnings  report  when  he  bought  Na- 
tional Car  and  Von's. 

"National  Car  Rental's  profit  growth 
will  tend  to  be  extremely  rapid  for 
several  years,"  he  explains.  "The  air- 
port car  rental  market  is  growing  at  a 


rate  of  about  15%  a  year.  National 
Car  has  been  increasing  its  penetration 
of  that  market.  The  off-airport  mar- 
ket should  grow  at  an  even  greater 
rate."  For  evidence,  he  points  out 
that  NCR's  profits  were  up  87%  in 
1969.  He  expects  the  rental  company 
to  add  to  HFC's  per-share  earnings 
for  1970. 

The  Real  Von's? 

In  \'on's,  too,  there's  more  than 
meets  the  eye,  Rasmussen  argues.  The 
Los  Angeles  supermarket  chain's  re- 
cent sales  and  earnings  record  is  bad, 
he  says,  because  of  the  inclusion  of 
Shopping  Bag  stores,  which  were  di- 
vested in  1967  as  the  result  of  an 
antitrust  case.  Earnings  of  the  Von's 
stores  alone  rose  an  average  of  5%  in 
the  five  years  through  1969,  and  sales 
were  up  an  average  of  11.2%. 

Von's  earnings  would  come  much 
closer  to  covering  the  preferred  divi- 
dends arising  from  the  purchase,  if 
one  counted  earnings  from  some  $13 
million  to  $14  million  in  cash  and 
Blue  Chip  Stamp  Co.  stock  that  HFC 
took  up  from  Von's  to  the  parent 
company's  treasury. 

Then  there's  Von's  profit  margin. 
The  company  earns  2%  on  sales,  double 
the  rate  of  the  supermarket  industry, 
despite  the  fact  that  it  does  business 
in  the  fiercely  competitive  Southern 
California  market  where  food  dis- 
counters have  exacted  a  heavy  profit 
toll.  Rasmussen  points  to  several  rea- 
.sons  for  \'on's  high  margin:  Larger- 
thaji-average-size  stores;  advertising 
economies  from  having  most  of  its 
stores  in  one  market;  a  central  food 
processing  plant;  big  volume  in  high- 
margined  liquor,  bakery  and  delicates- 
sen items. 

"They  own  a  high  percentage  of 
their  locations,"  Rasmussen  goes  on. 
"The  growth  of  land  values  out  there 
represents  an  asset  that  has  a  value 
beyond  that  shown  on  the  books  by 
a  wide  margin."  Von's  earnings  were 
up  3%  on  a  10%  sales  gain  in  1969  and, 
says  Rasmussen,  "We're  looking  for 
substantial  increases  in  the  future." 

Rasmussen  also  sees  some  comple- 
mentary values  in  his  new  companies. 
Von's  stores,  for  example,  could  be 
traffic-builders  in  new  shopping  cen- 
ters for  variety  stores  of  HFC's  mer- 
chandising division.  Those  same  vari- 
ety stores  could  serve  as  National  Car 
Rental  locations  which  could  rent 
things  like  camping  equipment  made 
by   King-Seeley   Thermos,    an   acqui- 


interesf 

charges  as  high  as  36%, 
people  stop  borrowing  from 
HFC  as  soon  as  their  cred- 
it ratings  improve.  Arthur 
Rasmussen  hopes  to  keep 
more  as  customers  by  offer- 
ing  other  financial  services. 


sition  that  HFC  made  back  in  1968. 
Rasmussen  sees  brighter  days  ahead 
for  his  loan  business,  too.  Loan  vol- 
ume has  been  growing  by  11%  a  year, 
but  HFC's  interest  costs  are  soaring 
(up  24%  in  the  first  nine  months  of 
1969  alone)  and  for  years  most  of  the 
rates  HFC  charges  have  been  at  their 
legal  maximum.  "But  we're  getting 
.some  relief  in  individual  states,"  notes 
Rasmussen,  "through  both  higher  ceil- 
ings and  rates." 

More  To  Come 

HFC,  then,  seems  to  have  the  best 
of  both  worlds— good  prospects  for  its 
basic  business,  additional  profits  from 
diversification.  But  Rasmussen  isn't 
ready  to  stop.  He's  looking  for  more 
acquisitions  to  round  out  the  major 
areas  HFC  is  now  in:  financial,  mer- 
chandising, car  rental  and  the  manu- 
facture of  consumer  products. 

For  the  most  part,  this  means  small- 
er acquisitions  than  in  the  past.  But 
he's  looking  hard  at  financial  sei'vices, 
including  insurance  and  mutual  funds, 
which  could  lead  to  something  of  sig- 
nificant size.  ■ 
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Computer  Software  Companies: 
How  Many 
Are  Houses 
of  Cards? 


New  YoRK-based  Computer  Applica- 
tions, Inc.  is  one  of  the  larger  compa- 
nies in  the  fast-growing  computer 
software  field.  When  its  shareholders 
awoke  on  Jan.  13,  they  had  the  com- 
fortable feeling  of  owning  a  company 
that  had  reported  profits  for  the  last 
six  years  and  had  a  1968  CPA-audited 
net  worth  of  nearly  $11  million.  By 
nightfall  they  found  that  was  not  the 
case  at  all:  The  company  planned  sev- 
eral million  dollars  in  write-ofts.  When 
the  smoke  cleared  in  late  January, 
Computer  Applications  reported  a  net 
loss  of  $9.6  million  for  fiscal  1969  and 
a  net  worth  of  only  $1.5  million. 

No  fraud  or  chicanery  was  involved. 
It's  just  the  way  things  go  in  a  busi- 
ness where  the  only  real  asset  is  brain- 
power, and  the  only  output,  compli- 
cated sets  of  instructions. 

Basically,  a  computer  is  just  a  fast 
adding  machine  that  has  a  memory 
that  can  hold  millions  of  letters  and 
numbers.  Like  an  adding  machine,  it 
is  useless  until  told  what  to  do.  But 
while  a  human  being  operates  an  add- 
ing machine,  telling  it,  say,  to  add  two 
numbers  and  then  multiply  the  result 
by  another  number,  a  computer  can  do 
this  at  lightning  speed  without  human 
direction  once  it  is  loaded  with  the 
right  instructions. 

Computer  programs— called  soft- 
ware to  distinguish  them  from  the  ac- 
tual machinery— are  getting  steadily 
more  complex.  They  must  because 
the  tasks  that  users  are  putting  to 
their  computers  are  getting  more  com- 
plicated. Programming  can  be  best 
described  as  a  kind  of  customizing, 
taking  a  semistandardized  piece  of 
ecpiipment  and  adapting  it  to  a  par- 
licnlar  task  or  .set  of  tasks. 

Coffee,  Teo  or  Milk? 

Properly  programmed,  the  comput- 
er can  do  tasks  that  no  number  of  hu- 
man beings  could  do  in  any  reason- 
able amount  of  time.  Improperly 
programmed,  the  computer  can  easily 
get  out  of  whack,  often  with  disastrous 
results.  Consider,  for  example,  the  tre- 
mendous amount  of  programming  re- 


quired to  set  up  today's  airlines  res- 
ervations systems:  Not  only  must  the 
computer  keep  track  of  available  seats, 
it  must  be  able  quickly  to  free  up  a 
canceled  seat,  notify  the  crew  that  a 
customer  wants  a  corned  beef  sand- 
wich instead  of  the  filet  mignon  din- 
ner and  tell  Los  Angeles  to  reserve 
a  wheelchair  for  the  infirm  customer 
boarding  in  New  York. 

Such  information  and  instructions 
cannot  be  built  into  the  computer; 
only  the  capability  of  storing  and  pro- 
cessing the  information  can.  Thus  it 
is  that  the  software  business  has  the 
potential  for  tremendous  growth.  And 
tremendous  risk,  because  a  program 
that  doesn't  work  is  like  a  book  that 
doesn't  sell,  literally  not  worth  the  pa- 
per it  is  written  on. 

Like  most  of  its  contemporaries  in 
computer  software.  Computer  Appli- 
cations had  been  deferring  develop- 
ment costs  on  software.  Its  assets  were 
not  physical  assets  at  all  but  simply  a 
bookkeeping  entry  representing  money 
spent.  Suddenly  management  had 
elected  to  write  oft  some  of  the  proj- 
ects that  didn't  appear  to  be  paying 
theii'  way.  Zap!  There  went  most  of 
C.A's  stockholders'  equity. 

But  the  game  is  worth  the  risk.  The 
growth  of  the  field  itself  has  been 
breathtaking  and  still  is.  Ahead)'  more 
is  spent  on  software  and  other  com- 
puter services  than  on  hardware.  And 
experts  predict  software  may  grow 
twice  as  fast  as  hardware.  Only  some 
40%  of  the  costs  of  American  Airlines' 
giant  SABRE  reservation  system,  for 
example,  are  hardware  costs. 

Toda\'  there  are  over  60,000  com- 


puters in  the  U.S.  Many  were  installed 
in  a  hurry  or  on  tight  budgets.  As  a 
result,  their  software  is  not  well  de- 
signed, and  the  computers  are  not  be- 
ing fully  utilized.  A  study  by  the  Re- 
search Institute  of  America  con- 
cluded that  only  28%  of  the  managers 
of  companies  having  their  own  com- 
puters felt  the  computers  were  doing 
a  good  job.  That  adds  up  to  millions 
of  lost  dollars  every  day. 

In  this  environment,  small  software 
companies  are  going  public  at  the  rate 
of  one  or  two  a  week.  Despite  the  de- 
cline in  the  stock  market,  some  com- 
puter-software companies  still  sell  for 
50  or  100  times  earnings.  An  index  of 
software  stocks  kept  by  Computer- 
world,  A  trade  publication,  is  up  35% 
from  Mar.  1,  1968,  while  the  S&P  500 
is  about  even  for  the  same  period. 

Will  the  dreams  come  true?  Can 
the  software  companies  possibly  justify 
the  huge  prices  {see  fable,  p.  42)  the 
stock  market  has  put  on  them? 

Cofch-I 

There  is  considerable  reason  to  be- 
lieve that  the  enthusiasm  has  been 
overdone.  Again  and  again,  it  has  been 
demonstrated  that  an  early  start  in  a 
growth  industry  is  no  guarantee  of 
success.  In  fact,  of  the  eight  biggest 
software  firms  four  \'ears  ago,  three 
(C-E-I-R,  Inc.,  Documentation,  Inc. 
and  Aries  Corp.)  ran  into  trouble  and 
eventually  sold  out.  Two  (Computer 
Applications,  Inc.  and  Computer 
Usage  Co.,  Inc.)  reported  steadily 
lower  earnings  in  1968  and  1969.  On- 
ly Planning  Research  Corp.,  Applied 
Data    Research,    Inc.    and   Computer 
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Sciences  have  remained  independent 
and  shown  fairly  steady  earnings 
growth.  In  order  to  keep  earnings  up, 
all  have  deferred  much  of  their  soft- 
ware development  costs. 

Qne  thing  that  has  given  the  small- 
er companies  hope  is  International 
Business  Machines'  decision  to  "un- 
bundle." Henceforth  IBM  customers 
will  no  longer  pay  a  single  price  for 
the  machine  and  the  program;  the 
two  will  be  sold  separately.  Thus  a 
company  can  now  buy  an  IBM  ma- 
chine but  hire  someone  else  to  pro- 
gram it. 

This  hope  ma\,  to  say  the  least, 
be  greatly  exaggerated.  For  one  thing 
IBM— and  the  other  manufacturers  as 
well— are  sure  to  get  a  big  part  of  the 
computer  services  market.  Richard  H. 
Brandon,  president  of  Brandon  Ap- 
plied Systems,  guesses  that  IBM  may 
get  60^  of  the  dollars  that  computer 
users  spend  on  computer  serxices  out- 
side their  own  organizations.  "We  will 
get  pluses  from  unbundling,  but  I 
don't  envision  a  windfall, "  says  John 
A.  DeN'ries,  a  former  IBM  executive 
who  heads  Computer  Applications. 
"Maintaining  their  continuity  of  rela- 
tionship to  IBM  is  going  to  be  a  main 
consideration  for  many  customers." 

Matter  of  Choice 

For  another,  it  isn't  clear  which 
segment  of  the  highly  fragmented  in- 
dustry will  turn  out  to  get  the  biggest 
share  of  the  pot— and  which  may  get 
•shut  out  entirely.  The  computer  soft- 
ware industr\  is  really  evolving  into  a 
computer  services  industry.  Take  the 
executive  who  wants  to  install  a  new 
computerized  inventory-control  sys- 
tem. He  could  train  his  own  program- 
mers to  write  the  software,  he  could 
hire  an  outside  firm  to  write  it,  or  he 
could  buy  a  prewritten  proprietary 
software  program.  Then  he  could  run 
the  job  on  his  own  computer,  give  it 
to  a  service  bureau  to  run,  or  hook 
into  a  computer  time-sharing  system. 
Or  if  he  can't  make  up  his  mind  what 
to  do,  he  can  hire  a  facilities  manage- 
ment group  such  as  Electronic  Data 
Systems  or  Computer  Technology  to 
make  the  big  decisions.  The  market 
has  many  levels.  Just  where  is  the  big 
money  going  to  be  made? 

It  depends  who  you  talk  to.  Sam 
VVyly,  chairman  of  University  Com- 
puting, is  pushing  time-sharing.  Ross 
Perot,  head  of  Electronic  Data  Sys- 
tems, is  pushing  facihties  manage- 
ment. But  Dick  Brandon  questions 
both.  "Time-sharing  and  facilities  man- 
agement are  not  long-run  viable  in- 
dustries," argues  Brandon.  In  both, 
the  record-keeping  function  is  turned 
over  to  outsiders,  he  says,  adding: 
"What  businessman  would  turn  over 
the  heart  of  his  business  to  someone 


Mr.  Businessraan: 

GET  ALL THE 
COLOR-FULL  FACTS 
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else?"  Brandon  thinks  that  training, 
proprietary  programs  and  consulting 
offer  the  greatest  potential. 

Chris  A.  Clark  II,  the  head  of  Auto- 
mation Technology,  a  contract  pro- 
gramming firm,  thinks  that  the  pos- 
sibilities of  proprietary  programs  are 
very  limited.  "It  is  difficult  to  write 
one  that  is  so  generalized  it  can  be 
widely  used,"  says  Clark.  "I  don't  be- 
lieve in  investing  $1  million  on  some- 
thing when  I  have  a  market  of 
only  30,000  units  [computer  installa- 
tions]." But  Martin  A.  Goetz,  a  vice 
president  of  Applied  Data  Research, 
which  specializes  in  proprietary  pro- 
grams, not  surprisingly  favors  propri- 
etary programs.  "In  contract  program- 
ming you  are  always  faced  with  small 
competitive  firms,  and  profit  margins 
are  not  as  high.  Proprietary  programs 
have  much  more  profit  potential." 

Obviously  Wyly,  Brandon,  Clark 
and  Goetz  can't  all  be  correct.  But 
each  is  probably  not  completely 
wrong,  either.  The  point  is  that  the 
different  segments  of  the  computer 
services  industry,  sometimes  treated 
separately,  are  really  quite  competi- 
tive. And  it  is  too  early  to  tell  which 
ones  will  emerge  as  the  moneymakers. 

In  the  meantime,  each  segment  is 
sufficiently  alluring  to  attract  hordes 
of  newcomers.  A  good  computer  soft- 
ware man  may  earn  $10  an  hour.  He 
might  be  rented  out  at  $30  an  hour. 
That  $20  gap  sets  him  thinking  and, 
with  the  right  contacts,  it  is  fairly 
easy  for  him  to  land  his  own  program- 
ming contract,  hire  ten  other  software 
experts,  bill  them  out  at  $25  an  hour, 
and  show  a  quick  profit. 

If  he  is  good  and  can  get  a  couple 
more  contracts,  he  can  then  start  build- 
ing an  earnings  record  and  go  pub- 
lic. This  in  turn  gives  him  additional 
capital  to  expand  into  something  such 
as  time-sharing  or  proprietary  soft- 
ware programs.  It  also  gives  him  the 
stock  options  which  he  can  use  to 
lure  computer  experts  away  from 
IBM  and  the  other  big  computer 
manufacturers. 

Shake-Out  Ahead 

There  are  now  probably  well  over 
1,000  companies  in  the  computer 
services  industry.  Excluding  manufac- 
turers, onh  a  handful  have  sales  of 
over  $5  million  (sec  table).  "Within 
the  next  fi\e  years,"  says  Goetz  of 
Applied  Data  Research,  "I  would  pre- 
dict that  four  out  of  every  five  com- 
panies in  the  industry  will  either  sell 
out  or  go  under."  He  may  be  too  con- 
servative in  estimating  the  number  of 
potential  dropouts. 

Meanwhile,  to  survive,  the  comput- 
er services  companies  need  a  high- 
priced  stock  for  stock  options,  acquisi- 
tions and  raising  equity  capital  in  a 


tight  money  market.  To  keep  stock 
high,  a  company  must  show  dramatic 
earnings  growth.  The  problem  is  how 
to  do  it  when  you  are  plowing  mil- 
lions into  unproved  programs. 

The  computer  services  companies 
have  found  ways  around  this  prob- 
lem. Most  defer  development  costs. 
Computer  Sciences,  to  take  one  big 
example,  deferred  nearly  $10  million 
worth  of  software  development  costs 
in  fiscal  1969,  almost  equal  to  its  pre- 
tax earnings.  Leasco  and  University 
Computing  defer  similar  projects.  Isn't 
this  risk\'?  "I  don't  think  there  is  any 
difterence  in  philosophy  between  that 
and  an  investment  in  plant  or  in  inven- 
tory," argues  President  William  R. 
Hoover.  But  there  is  a  difterence,  a 
big  one:  Bad  inventory  and  inefficient 
plant  have  some  salvage  value,  poor 
programs  have  none.  In  the  computer 
services  industry  the  deferral  of  high- 
risk  ventures  will  lead  to  some  enor- 
mous write-offs  in  the  future. 

Some,  such  as  Computer  Sciences 
and  University  Computing,  have  com- 
puter-leasing operations.  Computer 
leasing  is  now  a  suspect  field.  So  nei- 
ther UCC  nor  CSC  heavily  pubhcizes 
its  leasing  activities.  But  leasing  makes 
a  big  contiibution  to  earnings  that 
could  easily  be  wiped  out  if  IBM 
introduces  a  new  computer  line. 

Partners 

Equit>'-client  relationships  are  an- 
other way  of  guaranteeing  earnings. 
James  Ling  set  up  Computer  Tech- 
nology in  1968,  hired  some  IBM  ex- 
ecutives, and  gave  Computer  Tech- 
nology most  of  LTV's  in-company 
computer  service  business,  running 
about  $30  million  a  year.  A  mere  sLx 
months  after  its  formation.   Comput- 


er Technology  had  a  total  market 
value  of  $160  million.  On  a  smaller 
scale,  Hartwell-Campbell  Fund  is  art 
investor  in  Davis  Computer;  both  are 
developing  a  mutual  fund  package.  In- 
ternational Paper  and  Mobil  Oil  are  in- 
vestors in  Bradford  Computer;  it  has 
major  contracts  with  both. 

The  equity-client  relationship  has 
the  nrdditional  advantage  of  being  a 
way  to  raise  equity  capital.  With  in- 
terest rates  so  high,  many  computer 
'services  companies  have  not  been 
able  to  borrow  enough  money  to  meet 
their  needs.  Many  have  looked  for 
private  investment  capital.  But  with 
the  stock  market  down,  that  has  dried 
up  too. 

So  they  have  turned  to  the  public. 
Davis  Computer,  for  example,  plans 
to  go  public  in  the  next  few  months. 
"If  we  could  have  raised  more  money 
privately,  we  might  have  deferred  go- 
ing public  for  a  year  or  so,"  says 
39-year-old  Robert  S.  Davis.  Others 
are  spinning  oft  subsidiaries  to  raise 
money.  Computer  Applications  sold 
off  18%  of  the  stock  on  its  E.B.S. 
Data  Processing  service  bureau  sub- 
sidiary. The  earnings  sold  off  amount- 
ed to  about  $200,000.  But  Computer 
Applications  got  $3.3  million  in  cash, 
most  of  which  it  will  plow  into 
Speedata,  an  as  yet  unprofitable  pro- 
prietary software  package. 

A  cynical  Wall  Stieeter  who  has 
seen  many  a  growth  industry  wax  and 
wane  puts  it  this  way:  "This  is  an  in- 
dustay  where  the  handful  of  com- 
panies that  will  make  the  grade  is 
already  selling  at  prices  that  discount 
success.  The  rest  of  them  are  jusl 
bubbles  ready  to  be  pricked.  Where, 
tell  me  where,  are  the  percentages 
in  this  kind  of  situation?"  ■ 


/" Software  Companies:   Tough  Enough?         "^ 

The  software  companies  have  had  spectacular  sales  growth.  But  which 
ones  will   make   enough   money  to  justify  their  current  market  values? 


Company 


RevenuesJ  Stock  Market  Data  Total 

Latest  12        Increase  1969-70  Recent  Market 

Months        Over  1965    Price  Range         Price  Value 


(millions) 

(millions) 

Applied  Data  Research 

$  6.1 

510% 

32y8- 

-19 

21% 

$      20.3 

Automatic  Data  Processing 

28.5 

1040 

47'/,- 

-21 

441/8 

225.7 

Bolt  Beranek  &  Newman 

15.2 

217 

19     - 

-  7V7 

10 

11.9 

Computer  Applications 

47.0 

327 

2V/b- 

-  8V4 

8V4 

13.2 

Computer  Sciences 

73.6 

226 

343/4- 

-191/2 

303/4 

373.9 

Computer  Technology 

50.5* 

*« 

38y2- 

-123/4 

8V4 

46.4 

Computer  Usage 

11.5 

92 

40     - 

-  7 

7'/2 

6.3 

Computing  &  Software 

64.4 

939 

723/4- 

-361/2 

705/8 

265.3 

Datamation 

5.2 

136 

241/2- 

-  33/8 

51/2 

6.1 

Electronic  Data  Systems 

20.8 

2211 

153     - 

-34 

148 

1,730.4 

Informatics 

15.8 

251 

3OV4- 

-14'/2 

171/2 

25.7 

Planning  Research 

59.3 

343 

523/4- 

-2378 

473/4 

222.9 

University  Computing 

79.5 

3514 

160     - 

-53 

72 

415.6 

URS  Systems 

15.9 

368 

39>/2- 

-171/2 

27 

50.2 

•Nine  months  to  9/30/49.  ♦*Componv  was  formed  August  1968. 

tList   does    not    include   tiordwore 

monufocturers 

or    computer 

leosors. 

^Earning 

)s    not    sliov 

;n   becouso   of 

unreliobilitv   of   occounfing. 
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1969  FORBES 
WAS  THE  ONUr 
BUSINESS  MAGAZINE 
TO  SHOW  A  GAIN 
IN  ADVERTISING  RAGES. 


Gain/Loss  in  Ad  Pages,  '69  vs.  '68 

Business  Management -  60  Fortune -126 

Business  Week —200  Harvard  Business  Review. . .  —  24 

Dun's  Review — 10  Nation's  Business —Ill 

FORBES +  156  Scientific  American -17 


END  OFANNUAL  REPORT. 


Forbes:  capitalist  tool 


Faces  Behind  the  Figures 


Melvin  W.  AUdredge 


New  Teefh  for  the  Lion? 

The  Great  Atlantic  &  Pacific 
Tea  Co.  has  had  a  miserable  image 
in  recent  years.  From  being  consid- 
ered a  colossal  near-monopoly,  tar- 
get of  trustbusters  and  nemesis  of 
smaller  competitors,  A&P  has  come 
to  look  like  a  mangy,  toothless  old 
lion.  In  a  society  that  is  growing  in 
numbers  and  eating  better  every 
year,  A&P  is  selHng  no  more  food 
than  it  was  ten  years  ago  ( although 
inflation  has  lifted  dollar  sales  about 
1%  a  year).  Earnings  have  actually 
declined  since  1960,  from  $2.40  a 
share  to  about  $2  in  fiscal  1969. 

Into  this  unpromising  situation 
18  months  ago  stepped  then  56- 
year-old  Melvin  W.  AUdredge,  a 
41-year  A&P  career  man  who 
worked  up  from  store  clerk  to  the 
top  spot.  He  replaced  as  chief  ex- 
ecutive 63-year-old  Byron  Jay,  who 
represented  the  company's  last  at- 
tempt to  inject  "youth"  into  its  top 
management  ranks.  Since  the  sum- 
mer of  1968  AUdredge  has  put 
A&P  through  the  most  thorough 
kind  of  corporate  self-examination, 
grilling  insiders  on  all  levels,  tramp- 
ing through  a  large  number  of  the 
chain's  4,604  stores,  warehouses 
and  manufacturing  facilities,  hud- 
dUng  with  its  principal  supphers. 
Now  he's  ready  to  talk  about  what 
he  has  found  and  what  he's  doing 
about  it:  "We're  going  to  have  to 
go  brick-by-brick.  There'll  be  no 
quick,  spectacular  upturn  in  profits, 
but  when  they  do  go  up,  the  foun- 
dation will  be  solid." 

In  other  words :  Expect  no  quick, 
dramatic  turnaround.  Not  this  year, 
despite  a  fiscal  1969  earnings  gain 
of  12%  at  the  nine-month  mark. 
Perhaps  not  even  next  year.  But 
we  are  trying  and  changing. 

AUdredge 's  first  attack  was  on 
A&P's  buying  policies.  "It  was  the 
easiest  side  to  change,  and  we  fig- 
ured we  could  get  comparatively 
quick  improvement,  since  there 
were  only  18  buying  offices  to  deal 
with."  A&P's  buying  problem  was 
quite  simple:  It  was  paying  too 
much  for  its  purchased  products, 
because  its  centralized  buying  pol- 
icies made  it  too  cumbersome  to 
move  fast  when  special  deals  were 
offered  by  outside  suppliers.  All- 
dredge  first  decentralized  A&P's 
buying  methods.  He  has  since  gone 
the  whole  route,  decentralizing 
A&P  into  32  autonomous  divisions. 

AUdredge  has  also  been  question- 


ing A&P's  traditional  policy  of  fa- 
voring its  own  brands— Ann  Page, 
Jane  Parker,  etc.— over  national 
brands.  A&P  had  always  given  the 
mosi  prominent  shelf  space  and  ag- 
gressive advertising  effort  to  its 
private-label  items,  particularly 
•those  it  manufactures  itself.  But  all 
too  often  customers  who  could  not 
find  the  heavily  advertised  national 
brands  on  A&P's  shelves  took  their 
business  elsewhere. 

"Our  brands  will  really  have  to 
compete  for  space  now,"  vows  All- 
dredge.  What  happens  if  this  cuts 
into  sales  of  A&P-manufactured 
brands?  AUdredge  won't  confirm  it, 
but  people  close  to  the  company 
hint  that  A&P  plans  to  sell  its  own 
brands  to  other  regional  chains. 

Incredibly,  A&P's  average  sales 
per  store  remains  at  only  $1.2  mil- 
lion vs.  just  over  $2  million  per 
store  for  the  other  large  food  chains. 
Thus  competitors  could  sell  a 
greater  volume  and  variety  of  items 
—many  of  them  with  high  markups 
but  relatively  low  volume.  "When  I 
took  this  job,  one  of  the  first  things 
that  was  obvious  was  that  we 
needed  giant-sized  supers,"  says 
AUdredge.  With  thousands  of 
stores,  the  revamping  job  will  take 
time.  But  it  has  begun:  A&P  is  now 
opening  25,000-square-feet  stores 
as  opposed  to  the  12,000-square- 
footers  built  in  the  recent  past. 

Meanwhile,  AUdredge  is  starting 
to  tackle  what  may  well  be  one  of 
A&P's  toughest  problems:  getting 
good  managerial  personnel  willing 
to  work  the  long,  sweaty  hours  de- 
manded of  a  supermarket  manager. 
A&P  has  been  behind  some  of  its 
competitors  in  this  area,  where 
AUdredge  has  begun  to  take  one 
long-overdue  step.  For  the  first 
time  he  is  devising  a  plan  to  give 
some  store  managers  incentive  com- 
pensation, something  other  chains 
have  done  for  over  a  decade. 

So  AUdredge  is  promising  noth- 
ing very  dramatic;  just  a  slow, 
steady  rebuilding.  But  he  can't  be 
too  leisurely.  Both  the  Hartford 
Foundation,  which  owns  34%  of 
A&P  stock,  and  the  Hartford  family, 
which  owns  something  under  30%, 
have  suffered  badly  with  the  drop 
in  stock  price  from  67  to  26.  If  All- 
dredge,  working  from  inside,  can't  . 
move  fast  enough,  the  foundation 
and  family  just  might  be  tempted 
to  sell  out  to  somebody  who  would 
promise  to  do  a  faster— even  if 
rougher— job.  ■ 
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Faces  Behind  the  Figures 


'  Familiar  Face 

Robert  D.  Thomas,  60,  new  pres- 
ident of  Firestone  Tire  &  Rubber,  is 
a  life-long  company  man  who  has 
almost  as  man>  family  ties  to  the 
company  as  the  Firestone  family  it- 
self. Thomas'  father  was  Firestone 
chairman  during  World  War  II; 
his  \oung  son  is  a  media  buver  for 
the  companv'. 

Firestone  is  experimenting  with 
two  innovations  that  covild  change 
the  tire  picture  drasticalK  — one  for 
automated  tire-making,  the  other 
for  a  tire  whose  carcass  contains 
no  fabric.  'They're  still  in  the  pilot 
stage, "  Thomas  sa\s,  "so  we  can't 
tell  \et  hov%-  big  either  one  will 
be. "  Obviously,  however,  some  big 
decisions    are    in    the    offing,    and 


Thomas  will  have  to  make  them. 

It  is  clear  that  Firestone  needs 
something  pretty  soon.  Although 
sales  were  up  9.6%  to  $2.3  billion 
in  1969,  earnings  fell  8.7%  to  $117 
million,  largely  because  of  start-up 
costs  on  bias-belted  tires.  (By  con- 
trast, Goodyear  Tire  got  into  bias- 
belted  tires  faster  than  Firestone 
did  and  thus  took  its  lumps  sooner; 
Goodyear  will  soon  report  an  earn- 
ings gain  for  1969.) 

Firestone,  moreover,  along  with 
the  other  rubber  companies,  faces 
some  tough  bargaining  sessions 
with  the  unions  this  spring.  In  a 
competitive  business  like  tires,  com- 
pensating price  increases  won't 
come  eas\ ,  especially  with  the  econ- 
omy under  pressure  and  the  auto 
market  weak.  ■ 


Robert  D.  Thomas 


No  Underwriters  Need  Apply 

When  Franz  A.  Lissauer,  then  a 
teenager,  fled  the  Nazis  in  the 
Thirties,  he  was  lucky  to  escape 
with  his  life.  But  M.  Lissauer  & 
Cie.,  the  company  founded  b\  his 
father  in  Cologne  in  190.3,  was 
practically  wiped  out. 

Today  the  Lissauer  Group,  with 
volume  of  over  $1  billion,  is  prob- 
ably the  world's  .second-largest 
metals  trading  company  (after  the 
Philipp  Brothers  division  of  Engel- 
hard Minerals  &  Chemicals  Corp.). 
It  nets  over  1.52  after  ta.xes  on  net 
worth  estimated  at  over  $50  mil- 
lion, and  virtually  all  the  profits 
are  reinvested.  Forbes  remarked  to 
Lissauer   that   most    people    never 


heard  of  his  company.  "Good,"  says 
Lissauer  in  his  heavy  accent. 

It  isn't  that  Lissauer  is  hiding 
anything.  But  the  company  is  priv- 
ately owned  ( Lis.sauer,  a  sister,  two 
nephews  and  a  long-time  associate 
own  all  the  stock).  More  important, 
metals  trading  is  a  sophisticated 
business  where  contacts  and  a  spot- 
less reputation  are  what  count,  and 
gossip  and  publicity  can  only  haiTn. 

It  is  also  a  l)usiness— like  the 
stock  market— where  large  chunks 
of  money  can  be  made  or  lost  al- 
most overnight.  For  example,  with 
steel  product  prices  up  50%  in  the 
last  few  months,  Lissauer  has 
made  (on  paper  at  least)  a  potful 
of  m«ney  on  his  inventory  and 
fixed-price       purchase       contracts. 


Franz  A.  Lissauer 
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Money  can  be  lost  just  as  easily. 
In  the  early  Sixties,  when  ore 
prices  fell  sharply,  Lissauer  suf- 
fered costly  losses. 

The  Lissauer  Group  is  large 
enough  that  extreme  profits  and 
losses  usually  average  out.  "You 
work  in  safe  markets  and  you  work 
in  risk  markets,"  he  .says.  "It  is  like 
the  insurance  business.  Not  all 
your  policyholders  die." 

Besides,  Lissauer  plays  down  the 
purely  speculative  aspects  of  the 
business:  A  typical  deal  might  be 
no  more  glamorous  than  buying 
metal  tubes  in  the  Philippines  for 
a  buyer  in  Argentina.  Lissauer  gen- 
erally stays  clear  of  ownership  at 
the  producing  end,  though  he  will 
frequently  provide  short-term  fi- 
nancing to  get  access  to  a  produc- 
er's raw  materials.  Recently,  how- 
ever, he  started  to  build  a  captive 
market  by  acquiring  some  of  his 
users  and  distributors.  "You  have 
to  keep  getting  bigger,"  he  says. 
"There  are  big  companies  and  little 
companies.  You  can't  make  a  liv- 
ing medium-sized." 

Will  Lissauer  ever  open  this 
tempting  trading  business  to  pub- 
lic ownership?  We  asked  him,  and 
his  voice  hardened:  "It  is  quite  a 
challenge  to  accomplish  as  a  pri- 
vate company  the  same— if  not 
more— than  a  public  company 
could.  If  it  were  public,  I  would 
not  be  working  the  hours  I  am 
working  today.  I  will  remain  pri- 
vate all  my  life,  for  this  is  my 
family  business  and  I  like  to  keep 
it  that  way."  ■ 
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Faces  Behind  the  Figures 


G.  Russell  Moir 


It's  Nice  To  Have  a  Good  Basic  Business 


"Call  us  a  transportation  and  dis- 
tiibution  company,  not  just  a 
freight-forwarder,"  says  Chairman 
G.  Russell  Moir  of  U.S.  Freight. 
Technically,  he's  justified  in  saying 
this,  for,  since  he  took  over  running 
the  company  from  the  late  Morris 
Forgash  in  1966,  freight-forward- 
ing has  gone  down  to  65%  of  the 
company's  business.  Scottish-born, 
57-year-old  Moir,  who  came  to 
U.S.  Freight  as  a  lad  of  17,  has 
diversified  into  steamships,  truck 
leasing,  truck-trailer  and  container 
manufacturing  and  liquid  gas  dis- 


tribution, and  is  planning  to  diversi- 
fy further  into  a  cruise-ship  venture. 

Still,  Moir  can  thank  his  lucky 
stars  for  that  freight-forwarding 
65%.  For  without  it,  U.S.  Freight 
never  would  have  come  in  third 
among  the  nation's  transportation 
industry  in  five-year  return  on  equi- 
ty in  Forbes  22nd  Annual  Report 
on  American  Industry  ( Jan.  1 ) . 

Many  of  U.S.  Freight's  attempts 
to  diversify  have  turned  sour.  It 
bought  a  17%  interest  in  Moore- 
McConnack,  only  to  sell  out  when 
it  realized  that  MorMac's  weak  cash 


position,  deteriorating  passenger 
traffic  and  vulnerabihty  to  compe- 
tition made  it  a  poor  investment. 
It  bought  50%  of  Waterman  Steam- 
ship Co.,  but  Waterman's  naval 
chapters  have  lost  money.  Start-up 
costs  and  recruiting  difficulties 
kept  its  Great  Dane  Trailer  divi- 
".sion  only  marginally  profitable. 

It's  the  freight-forwarding  busi- 
ness that  has  maintained  U.S. 
Freight's  profits— an  estimated  $12 
million  last  year  as  compared  with 
$10.8  million  in  1966— despite  ris- 
ing costs.  The  big  factors:  longer 
average  forwarding  hauls  and  ris- 
ing piggyback  traffic,  even  while 
the  railroad  industry  as  a  whole 
saw  a  leveling-oft'  in  this  highly 
profitable  business  during  1969. 

Still,  Moir  is  determined  to  con- 
tinue to  diversify  because  he  be- 
lieves his  company's  future  lies  in 
that  direction.  He  has  plenty  of 
money  to  play  with  since  U.S. 
Freight's  long-term  debt  amounts  to 
only  $6.5  million.  Besides  acqui- 
sition of  Tropical  Gas  Co.,  a  small 
($30  million  in  sales)  but  profit- 
able Florida  distributor  with  out- 
lets in  Latin  America,  he  plans  a 
joint  venture  with  P&O  Lines  to 
operate  cruise  ships. 

Moir  asks:  "When  the  jumbo 
jets  start  putting  huge  numbers  of 
tourists  down  at  resorts,  what  do 
you  do  with  them  after  that?"  His 
cruise  ships  might  be  the  answer.  ■ 


Bacfc  fo  Earth 

Edward  J.  Daly's  high-flying 
World  Airways,  Inc.  is  coming 
down  to  earth,  and  it  has  been  a 
wild  and  hairy  ride.  The  stock  has 
dropped  from  a  high  of  41%  in  1967 
to  a  recent  price  of  about  9,  and 
the  worst  may  not  yet  be  over. 
World  Ainvays  is  under  attack  from 
the  Civil  Aeronautics  Board, 
charged  with  violating  government 
rules  for  charter  flights.  A  bill  that 
would  force  the  company  to  divest 
itself  of  the  First  Western  Bank  (as- 
sets: $900  million)  already  has 
pa.ssed  the  House  of  Representa- 
tives. And  worst  of  all,  with  the 
war  in  \'ietnam  winding  down  and 
the  Defense  Department  closing 
bases  and  reducing  llu'  size  of  the 
armed  forces,  its  main  t)usiness, 
ferrying  troops  antl  cargo,  has  been 
shrinking  and  is  likely  to  shrink 
even  more.  In  January  1969  a  pro- 
posed deal  to  sell  out  to  Pliiladel- 


phia's  rich  INA  Corp.  fell  through. 

World  Airways  is  a  supplemental 
carrier,  that  is,  it  doesn't  fly  regu- 
lar schedules  but  charters  planes 
to  governments,  groups  and  tour  op- 
erators. Daly,  a  fast-talking,  47- 
year-old  onetime  trucker,  bought  it 
back  in  1950  for  $50,000  in  cash 
and  promptly  took  oft  with  it  for 
the  moon.  At  the  1967  high,  the 
market  valued  the  company  at  over 
$400  million  (nearly  as  much  as 
American  Airlines  sells  for  today), 
though  its  revenues  were  a  mere 
$70  million. 

The  swift  descent  from  the  strat- 
osphere has  shrunk  World  Aii- 
ways'  market  value  to  $90  million. 
Daly,  who  owns  80.5%  of  the  com- 
pany, has  seen  his  paper  fortune 
dwindle  from  about  $330  million 
to  about  $73  million.  As  for  those 
who  bought  the  stock  at  or  any- 
where near  its  1967  high,  the\-  have 
to  ask  themselves:  Was  the  ride 
worth  the  price?  ■ 


Edward  J.  Daly 
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*    The  tAan  in  the  Mod  Shirt 

Forget  your  stereotypes  about 
retailing  men.  J.  (for  Joseph)  Paul 
Sticht  is  president  of  Federated 
Department  Stores,  the  biggest 
(some  $2  billion  sales)  and  one  nf 
the  most  profitable  (close  to  $90 
million)  U.S.  department  store 
groups.  But  Sticht  did  not  grow  up 
in  the  business  or  come  from  a  re- 
tailing family.  His  father  was  a 
Pennsylvania  steelworker,  and  Paul 
himself  worked  as  a  laborer  for  U.S 
Steel  (he  still  bears  scars  on  his 
hands  from  spattering  lime)  in  sum- 
mers before  attending  little  Grove 
City  (Pa.)  College.  After  Air  Trans- 
port Command  service  in  World 
War  II.  he  helped  develop  TWA's 
international  division,  then  did  a 
similar  international  job  for  Camp- 
bell Soup.  So  how  did  he  become 
president  of  family-run  (by  Ohio's 
Lazarus  family)  Federated,  which 
includes  such  stores  as  Brooklyn's 
Abraham  &  Straus,  .Manhattan's 
Bloomingdale's  and  Los  Angeles' 
Bullock's? 

Well,  it  happened  like  this.  The 
dominant  Lazarus  family  decided 
that  for  the  long  future  they  need- 
ed not  another  retailing  man  but  a 
management  expert.  The  search  led 
them  to  Sticht  in  1960,  and  in 
1967  he  became  president.  When- 
ever Chairman  Ralph  Lazarus,  now 
56,  retires  or  moves  into  public 
service,  Sticht,  52,  is  his  logical 
successor  as  chief  executive,  which 
would  make  him  the  first  non-La- 
zarus to  head  the  company. 

Since  a  major  part  of  Sticht's  job 
is  to  plan  for  the  futine  (the  15 
individual  stores  pretty  well  run 
themselves),  we  asked  him  how  he 
viewed  the  future  of  retailing. 

What  Sticht  expects,  by  and 
.  large,  is  that  the  Hippie  generation 
will  get  married,  move  to  the  sub- 
urbs and  start  raising  families.  But 
that  doesn't  mean  they  will  be  just 
like  their  parents.  "They're  going 
to  be  strong  individuals,"  he  said. 
"Before,  it  was  Mama  who  set  the 
fashion  pace;  now  it's  the  kids  who 
set  it  and  Mama  follows,  boots, 
short  skirts  and  all."  Sticht  pointed 
to  the  striped  shirt  he  was  wear- 
ing. "These  young  people  are  the 
reason  I'm  wearing  this  instead  of 
a  white  shirt,  on  the  old  saying 
that  you  can't  sell  it  if  you  don't 
wear  it. 

"These  young  people  are  going 
to  settle  down  and  become  our  big 


customers  for  furnishings,  and  for 
children's  clothes  as  they  pro- 
duce babies.  They're  going  to  live 
in  the  suburbs  because  this  is  the 
most  comfortable  way  of  life.  I 
don't  see  them  moving  back  to  the 
big  cities. 

"These  people  created  the  junior 
markets,  and  they're  going  to  be 
our  staple  customers  in  the  1970s." 

Keeping  this  generation,  Sticht 
feels,  is  his  biggest  problem  for  the 
future.  "They're  so  much  more  mo- 
bile in  every  way;  they  aren't 
married  to  one  store  the  way  their 
mothers  and  grandmothers  were." 

Isn't  Sticht  wonied  about  Sears, 
Roebuck  and  J.C.  Penney,  the  huge 
nationwide  chains  that  are  moving 
deeper  into  Federated  territory  by 
upgrading  their  images  and  their 
merchandise?  He  answered  the 
question  by  talking  about  sheets, 
towels,  pillow  cases. 

"If  you  walk  into  any  of  our 
stores  today  you'll  see  sheets  with 
labels  like  St.  Laurent.  If  you  try 
to  buy  a  basic  white  cotton  sheet  to- 
day you'll  probably  have  a  tough 
time.  It's  stay-pressed  sheets— yel- 
low, pink,  green,  floral  patterns. 
What  used  to  be  a  staple  item  now 
is  a  fashion-coordinated  item. 

"Sears  and  Penney  have  to  make 
up  their  minds.  We've  had  to  make 
up  our  minds:  Are  you  going  to  be 
in  the  staple  business  or  in  the 
fashion  business?  Our  role,  of 
course,  is  in  the  fashion  business." 

Sticht  had  very  sound  reasons 
for  coming  to  Federated:  He  en- 
joys a  salary  of  $160,000,  plus  op- 
tions and  other  benefits.  But  how 
about  middle  management  in  the 
department  store  business?  Isn't  it 
hard  to  attract  the  right  people, 
what  with  the  hours  and  all? 

"On  the  upper  level,"  Sticht  re- 
plied, "we  do  not  take  a  back  seat 
to  any  industry.  But  in  the  middle 
and  lower  levels,  we  just  don't 
measure  up.  This  must  be  changed, 
and  it  can  be  changed  because  I 
think  this  is  a  very  exciting  business. 

"If  I  were  a  young  fellow,  know- 
ing what  I  know  today,  I  would 
start  in  the  department  store  busi- 
ness instead  of  in  a  steel  mill.  Look 
at  the  opportunities.  At  the  depart- 
ment manager  level— we  have  3,200 
at  Federated— you  actually  run  a 
business.  You  decide  what  you're 
going  to  buy,  how  much  you're  go- 
ing to  sell  it  for.  You  decide  to  buy 
a  tie  to  sell  for  $10;  and  whether 
you're  right  or  not,  you'll  know  the 


J.  Paul  Sticht 


day  after  you  put  it  on  the  racks." 
But  will  they  have  a  future?  The 
way  everything  is  changing,  does 
the  department  store  have  a  future? 
Naturally,  Sticht  thinks  it  does  and 
he's  not  at  a  loss  to  explain  why. 

"I  think  the  department  store 
business  is  uniquely  suited  to  take 
advantage  of  whatever  changes 
come  up  in  the  way  people  want 
to  buy  their  goods  and  services. 
Take  it  vs.  a  specialty  store.  You've 
seen  a  specialty  store  develop— they 
get  onto  an  idea  like  a  country 
clothes  idea,  for  example.  Country 
clothes  happen  to  be  hot  right 
now,  so  boom,  they  skyrocket  to 
success.  But  the  next  group  wants 
the  slinky  look  or  something  else, 
and  the  specialty  store  is  not  with 
it.  The  department  store  has  the 
resources  to  change  quickly.  If  to- 
day something  is  hot,  it  goes  from 
a  tiny  space  to  half  the  floor,  and 
something  else  is  reduced. 

"We're  uniquely  suited  to  take 
advantage,  if  we're  smart  enough 
to  do  it."  Which  is  what  Sticht  is 
there  for:  to  make  sure  Federated 
remains  smart  enough.  ■ 
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Test  Case 

How  far  can  management  go  in  defending  itself 
against  takeover?  Ttie  Kansas  City  Southern-Lee 
National  fight  raises  some  interesting  questions. 


As  HAiLROADS  CO,  the  Kansas  City 
Southern  isn't  terribly  important.  As 
acquisition-minded  companies  go,  nei- 
ther is  Manhattan-headquartered  Lee 
National,  a  real-estate  management 
firm.  But  the  two  are  involved  in  a 
legal  hassle  that  could  well  set  some 
major  milestones  in  corporate  law. 

Kansas  City  Southern  Industries' 
main  asset  is  the  consistently  prosper- 
ous railroad  which  is  also  loaded  with 
cash.  Lee  National  already  owns  20% 
of  KCS  and  apparently  would  like  to 
buy  more  for  an  eventual  takeover. 
Management  of  KCS,  a  locally  con- 
trolled enterprise  headed  by  President 
William  N.  Deramus  IH,  wants  no 
part  of  Lee  National.  The  resulting 
imbroglio  could  serve  up  some  inter- 
esting legal  precedents. 

Here's  why.  Kansas  City  has 
brought  suit  under  the  Investment 
Company  Act  of  1940  to  compel  Lee 
National  to  register  as  an  investment 
company  rather  than  as  an  operating 
company.  This  would  be  the  first  such 


mandatory  ruling  resulting  from  a  pri- 
vate suit.  (The  law  as  written  allows 
Securities  &  Exchange  Commission- 
instituted  suits.)  And  why  does  that 
matter?  Because  any  company  going 
the  conglomerate  route  is  apt  to  start 
buying  stock  in  other  companies,  and, 
once  the  would-be  conglomerator  has 
40%  or  more  of  assets  in  investments, 
it's  an  investment  company.  That 
makes  it  subject  to  a  greater  degree 
of  scrutiny  and  more  rigid  SEC  regu- 
lation than  operating  companies. 

Kansas  City  claims  that  Lee  Na- 
tional has  indeed  more  than  40%  of 
its  assets  in  investments.  It  alleges 
further  that  Kansas  City  cannot,  there- 
fore, pay  out  KCS  dividends  to  Lee 
until  the  court  rules.  KCS  reasons 
that  if  Lee  National  is  an  investment 
company,  then  Lee's  KCS  share-buy- 
ing could  be  in  violation  of  the  Act 
and  therefore  void. 

Under  different  circumstances,  Lee 
National  has  run  into  the  1940  Act 
before.  Two  years  ago  the  SEC  filed 


Who's  Up  Front?  Kansas  City  Southern  Industries  can't  do  much  about 
Lee  National  tagging  along  behind,  for  Lee  has  20%  of  KCS's  stock. 
But  Lee  wants  to  drive  the  Kansas  City  trains  itself,  and  has  visions  like 
that  below.  Not  likely,  is  KCS's  reaction;  and  amid  court  fights  galore, 
the  Kansas  City  crew   has  held  on   firmly  to  the   controls— up  to  now. 


a  fiiend-of-the-court  brief  when  a  I'ee 
stockholder  alleged  that  Lee  was  then 
an  investment  company.  That  suit 
was  settled  when  Lee  merged  with 
Franchard  Corp.,  a  real-estate  man- 
agement finn. 

For  its  part,  Lee  has  launched  a 
suit  charging  "stockholder  disenfran- 
chising" against  Kansas  City.  Lee 
maintains  that  by  staggering  its  board 
and  by  the  adoption  of  other  mea- 
,sures,  Kansas  City  has  disenfranchised 
its  stockholders— including,  of  course, 
Lee  National. 

The  SEC  is  watching  the  case.  An 
SEC  spokesman  told  Forbes:  "With 
today's  takeover  ti'ends,  and  the  re- 
sultant antitakeover  measures,  these 
legal  battles  bear  watching.  People 
aie  beginning  to  reread  Eerie  and 
Means,  too." 

Echo  from  the  Past 

The  spokesman  wouldn't  elaborate, 
but  what  he  meant  was  clear:  Berle 
and  Means  were  two  Columbia  Uni- 
versity Law  School  deans  who,  in  the 
Thirties,  wrote  The  Modern  Corpora- 
tion and  Private  Property,  a  book  ex- 
ploring the  trend  toward  the  separa- 
tion of  management  from  ownership, 
and  the  resultant  possible  self-perpet- 
uation of  management. 

In  the  Thirties  all  takeover  actions 
attiacted  a  great  deal  of  attention  be- 
cause they  were  so  rare.  One  of  the 
biggest  stockholder  suits  of  that  dec- 
ade was  the  famous  battle,  Loft  vs. 
Guth,  for  control  of  Pepsi-Cola  Co. 
The  34-year-old  lawyer  who  won  the 
case  for  Loft  collected  one  of  the 
largest  contingency  fees  in  legal  his- 
tory: stock  worth  $6.7  million. 

Today  he  is  64  years  old  and  chaii- 
man  of  Lee  National.  His  name  is 
Francis  S.  Levien.  Call  it  fate,  call  it 
habit,  but  win  or  lose  this  time,  Francis 
S.  Levien  will  probably  have  helped 
write  at  least  one  more  footnote  in  the 
annals  of  corporate  legal  history. 

And,  win  or  lose,  Kansas  City  will 
also  have  contributed  to  the  legends  of 
the  canyons  of  lower  Manhattan.  On 
the  day  KCS  filed  suit  against  Lee 
and  Levien,  it  filed  a  separate  suit 
against  some  of  the  best-known  names 
on  ^^'all  Street.  The  separate  ac- 
tion accused  such  old-line  worthies  as 
Chase  Manhattan,  Morgan  Guaranty, 
Lehman  Brothers,  Dominick  &  Domi- 
nick  and  others  of  acting  unlawfully 
on  behalf  of  Lee  National.  It  main- 
tained that  such  firms,  by  acting  as 
Lee's  agent,  in  effect  aided  Lee  Na- 
tional's violation. 

This  second  suit  now  has  been 
amended,  though  at  least  a  couple  of 
the  names  remain.  It  should  be  an 
interesting  test.  The  gentlemen  from 
Kansas  City  don't  give  up  easily.  But 
then,  neither  does  Francis  Levien.  ■ 
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Inspiration's  Big  Blast 

You  don't  hear  much  about  Inspiration  Copper, 
28% -owned  by  Anaconda,  but  it's  one  of  the 
most  profitable  companies  in  the  business. 


"I  couix)  GIVT  YOU  a  big  blast  about 
how  good  our  earnings  are  going  to  be 
next  Near,"  sa\s  H.  Myles  Jacob,  56, 
the  brisk,  brusque  boss  of  New  York's 
Inspiration  Consohdated  Copper  Co., 
the  U.S.'  seventh-largest  producer. 
"Copper  earnings  are  always  highly 
leveraged  b\  pric-e  changes,  so  if  the 
present  price  holds,  our  \ear  should 
be  a  good  one. " 

That's  putting  it  mildly.  Last  year, 
on  a  44%  increase  in  deliveries  (to 
127  million  pounds).  Inspiration's 
earnings  rocketed  from  $2.37  to  over 
S5.50  a  share,  a  gain  of  more  than 
130%,  for  the  sharpest  increase  of  any 
major  producer  in  the  industry.  And 
last  year's  $13  million  in  net  was 
earned  from  c-opper  averaging  47.5 
cents  a  pound.  Since  January  the  U.S. 
price  has  been  56  cents,  and  if  that 
holds  for  the  rest  of  the  year— many 
producers  think  it  may  go  even  higher 
—Inspiration's  1970  earnings  could 
easily  rise  50%  e\en  without  the  5%- 
or-so  increase  in  volume  Jacob  expects 
this  year. 

But  Inspiration  has  had  more  going 
for  it  than  price.  As  copper  prices  have 
risen.  Inspiration's  c-osts  have  steadily 
declined.  In  the  mid-Sixties,  Jacob 
closed  down  Inspiration's  once-prom- 
ising underground  mine  at  Christmas, 
.Ariz,  as  uneconomic,  and  concentrat- 
ed instead  on  increasing  production 
from  other  sources— an  open-pit  mine 
on  the  Christmas  site  and  two  others 
at  Inspiration,  Ariz.  "Our  object," 
Jacob  says,  "has  been  to  get  as  much 
as  we  could  out  of  what  we  already 
have."  Which  is  also  why  Jacob  last 
year  moved  Inspiration  beyond  min- 
ing, smelting  and  refining  into  fabri- 

H.  /V1//es  Jacob 


eating,  with  the  construction  of  a 
S4.5-million  rod  mill  that  will  assure 
Inspiration  the  fabricating  profit  that 
has  previously  gone  to  others. 

Even  more  important,  Jacob  has 
succeeded  in  expanding  Inspiration's 
reser\es— by  10%  in  the  past  two  years 
alone.  Compared  with  other  producers 
its  size.  Inspiration's  reserves  are  still 
distinctly  limited.  Copper  Range's  re- 
serves are  adequate  to  last  for  perhaps 
60  years.  Magma  Copper's  for  maybe 
40  years.  But  at  current  rates  of  pro- 
duction. Inspiration's  could  run  out 
in  another  18.  Jacob  is  counting  on 
high  copper  prices  to  prevent  that. 
Higher  prices  have  a  way  of  con- 
verting dirt  into  mineable  ore,  and  at 
the  same  time  providing  the  cash  flow 
to  finance  additional  exploration  and 
development.  Jacob  talks  about  the 
possibility  of  expanding  the  operation 
at  Christmas,  mining  tailings  at  In- 
spiration and  developing  a  medium- 
sized  prospect  near  Safford,  Ariz. 
"The  more  money  we  make,"  he  says, 
"the  more  we  can  reinvest  looking  for 
more  minerals.  We're  in  the  money- 
making  business  through  raw  materi- 
als, so  whatever  we  find,  well  pursue." 

Inspiration's  progress  has  been  es- 
pecially gratifying  to  Inspiration's 
largest  stockholder,  the  Anaconda  Co., 
whose  28%  interest  yielded  it  over  $2 
million  in  dividends  last  year.  In.spira- 
tion  occupies  a  corner  of  Anaconda's 
headcjuarters  at  25  Broadway  in  New 
York;  two  of  Anaconda's  last  three 
board  chairmen  started  out  with  In- 
spiration; and  Inspiration's  corpo- 
rate strategy  has  often  seemed  to  par- 
allel Anaconda's.  But  Jacob  insists  that 
Anaconda  can  take  no  credit  for  In- 
spiration's performance. 

"We  swap  technical  information," 
he  says,  "and  occasionally  transfer  peo- 
ple back  and  forth,  but  Anaconda 
doesn't  even  have  anybody  on  our 
board.  The  operating  business  is  strict- 
ly our  own."  In  financial  tenns.  Inspi- 
ration now  ranks  as  one  of  the  most 
profitable  copper  companies  in  the 
business.  Last  year,  when  Anaconda 
earned  10%  on  equity  and  Phelps 
Dodge  17%,  Inspiration  earned  nearly 
27%.  The  copper  price  is  partly  re- 
sponsible. Hut  only  partly.  Says  Jacob: 
"Mining  is  not  a  business  where  you 
can't  ever  make  a  mistake.  If  a  min- 
ing company  has  a  100%  track  rec- 
ord, as  far  as  I'm  concerned,  it  would 
indicate  that  it  hadn't  taken  enough 
risks."  But  when  those  risks  pay  off, 
as  Inspiration's  record  suggests,  the 
rewards  can  be  handsome.  ■ 


Double 
Safety 


minimum  rate 


is5% 

^^per  ye( 


h 


'per  year 
Accounts  insured  to  $20,000 

Write  for  rate  information 


One  of  America's  largest 
, . . .  ond  strongest 


Fidelity 

AND    LOAN    ASSOCIATION 

Box  1631-22  •  Glendale,  Calif.  91209 
Assefj  over  $490  million 


Please  send  informotion  on  occounis  and  rotes  to 
Name 

1 

1 
1 

1 

AdHr«<<                                                                                                          1 

City                                               Stole                              Zip                     1 

PLEASE  PRINT 

22! 

ACME 

MARKETS,  INC. 

110th  CONSECUTIVE 
QUARTERLY  DIVIDEND 

CASH  DIVIDEND 

The  Board  of  Directors  on 
January  15, 1970  declared  the 
regular  quarterly 
dividend  of  50c  per  share. 

STOCK  DIVIDEND 

At  the  same  time  the  Board  of 
Directors  declared  a  4%  stock 
dividend.  Both  dividends  are 
payable  March  28,  1970  to 
stockholders  of 
record  on  January  28, 1970. 


John  G.  C.  Fuller 
Treasurer 
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The  Money  Men 


Better  Buy 
Bonds 

-Long-Term 
Bonds 


When  the  time  came  for  Joseph 
S.  Nye  to  retire,  he  decided,  not 
surprisingly,  that  he  would  spend 
his  time  doing  something  he  espe- 
cially liked.  He  thought  it  over  in 
his  systematic  way,  read  everything 
he  could  find  on  the  subject  and 
came  to  a  suiprising  conclusion.  It 
was  that  the  thing  he  liked  best 
was— working.  How  to  retire  and 
work  at  the  same  time?  Joe  Nye 
figured  it  could  be  done,  and  he 
did  it. 

He  gave  up  his  senior  partner- 
ship in  the  Wall  Street  firm  of  Nye 
&  Whitehead  and  his  office  in  the 
financial  district.  He  kept,  how- 
ever, his  personal  seat  on  the  New 
York  Stock  Exchange  and  about 
two  dozen  good-sized  discretionary 
accounts.  These  he  handles  from  a 
spacious,  antique-filled  office  over 
a  bank  in  Madison,  N.J.,  a  ten-min- 
ute drive  from  his  roUing  11-acre 
rural  estate. 

"You  can't  beat  this  life,"  said 
Nye,  a  small,  dapper,  silver-haired 
man.  He  fingers  his  gold  watch 
chain  and  gives  an  impish  vdnk 
straight  out  of  Finian's  Rainbow. 
"Nine  hundred  square  feet  for  $250 
a  month,  direct  line  to  Loeb, 
Rhoades,  the  Quotron  machine.  All 
the  comforts  of  Wall  Street,  none 
of  the  discomforts." 

Actually,  however,  we  didn't  call 
on  Joe  Nye  for  information  on 
graceful  retirement.  We  had  spent 
a  long  time  looking  for  someone 
with  a  truly  long  view  of  the  finan- 
cial situation.  Someone  who  could 
tell  us  where  he  thought  the  cur- 
rent debacle  in  bonds  would  end. 
The  search  led  us  to  Joe  Nye,  66, 
who  had  been  a  bond  man  until 
19.51,  when  he  switched,  with 
amazingly  good  timing,  to  stocks. 

Where,  we  asked  him,  was  this 
bear  market  in  bonds  going  to  end? 
In  the  complete  collapse  of  the 
bond  market? 

"Well,  I  switched  back  to  bonds 
and  dropped  stocks  about  18 
months  ago,"  he  told  us. 

We  remarked  that  he  must  have 
taken  a  bit  of  a  beating.  Eighteen 
months  ago,  triple  A  long-term  mu- 
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Joseph  S.  Nye 


nicipals  yielded  4%%;  today  they 
yield  7%. 

Nye  conceded  he  had  been  too 
early,  but  not  necessarily  so  in 
terms  of  the  kind  of  gains  he  ex- 
pects from  long-tenn  bonds  over 
the  next  several  years. 

"The  banks  that  have  promised 
'No  more  bonds'  are  just  as  wrong 
today  as  they  were  a  few  years  ago 


when  they  were  bu\dng  4%  mu- 
nicipals at  par. 

"To  my  way  of  thinking  there  is 
only  one  conceivable  current  long- 
tenn  investment:  long-term  tax-ex- 
empt triple  A  municipal  bonds. 

"The  mathematics  now  are  on 
your  side  with  bonds,  even  as  an 
inflation  hedge.  Look,  everyone's 
agreed    that    1969    inflation    was 
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about  6%.  You  can  get  a  guaran- 
teed, actually  guaranteed,  1%  \'ield 
to  matiu^ity  on  triple  A  municipals. 
And  if  you  don't  want  to  wait  that 
long,  you  are  getting  a  6?4?  cunent 
retiim.  But  it's  tax  free,  which  means 
its  worth  t\vice  as  much  to  people 
in  the  50?  bracket,  or  to  tax-pay- 
ing institutions." 

Inflation?  "Let's  take  some  per- 
spective. This  is  not  the  first  time 
we've  had  it.  It  comes  and  it  goes. 
Six  per  cent  in  1969.  Look  at  a 
few  other  years:  1946  was  18%, 
1947  was  9.1!?,  1951  was  5.9%. 
Those  are  recent  times.  But  peo- 
ple don't  know  that  the  1913  dol- 
lar had  lost  52  cents  by  1920. 
That's  inflation,  it's  happened  be- 
fore. I  don't  lielieve  that  history 
just  repeats  itself  blow-for-blow, 
but  Nou've  got  to  have  the  per- 
spective it  offers." 

Bonds?  "Around  1920,  c-ompanies 
were  bringing  out  7s.  Railroads, 
like  Union  Pacific,  were  the  high- 
est-credit Iwnd  issuers.  And  what 
happened?  With  inflation  preva- 
lent, there  were  buyers'  strikes, 
wage  demands,  more  strikes,  a 
year  of  impa.sse.  Sound  familiar? 
Nine  million  workers  negotiate  dur- 
ing 1970." 

The  experts?  "Few  people  can 
forecast  interest  rates."  Nye  walked 
briskly  into  his  storeroom  library. 
Out  came  A  Scientific  Approach 
to  Investment  Management  by 
Dwight  C.  Rose,  printed  in  1928. 
One  section  deals  with  the  1899 
letters  from  Equitable  Life  Insur- 
ance Co.  to  the  leading  financiers 
and  bankers  of  the  day.  Equitable 
wanted  to  know  "the  rate  of  in- 
terest considered  safe  for  life  in- 
surance companies  to  count  upon 
realizing  during  the  ensuing  20 
years.  .  .  ."  From  banks  known  to- 
day and  financiers  now  faded  into 
time,  came  venturesome  forecasts 
of  3%,  with  a  couple  of  writers  dar- 
ing 3/2%.  And  what  happened?  In- 
terest rates  bounced  to  heights  like 
25%  and  40%  during  the  1907 
bank  panic,  and  were  not  uncom- 
monly around  7%  to  12%  for  short 
periods  during  most  of  the  two 
decades.  So  much  for  the  experts, 
who,  as  experts  are  wont  to  do, 
were  merely  projecting  the  present 
endlessly  into  the  future. 

"The  experts  then  were  no  less 
able  than  ours  today,"  Nye  said. 
'The  trouble  with  the  institutions 
and  the  experts  is  that  they  only 
talk  to  each  other.  And  they  are  in- 


fluenced only  by  events  of  the  past 
six  months  or  a  year.  You  have  to 
look  further  forward,  and  further 
back,  than  they  often  do." 

Nye  is  well  able  to  look  back. 
Since  his  very  first  day  on  Wall 
Street  he  has  kept  a  financial  diary. 
He  walked  from  his  desk  to  a  Hep- 
plewhite-inHuenced  bureau  (Amer- 
ican made,  circa  1810).  He  slid 
open  the  brass-handled  bottom 
drawer  and  pulled  out  one  of  many 
hard- backed  books:  a  diarv  for 
1919-20. 

"See  here,"  he  said,  opening  his 
diar\  like  a  man  opening  a  conver- 
sation with  an  old  friend,  "Dec.  30, 
1919,  call  money  reached  25%." 
He  closed  the  book.  "Look,  we've 
seen  inflation  and  high-coupon 
bonds  before.  What  it  all  means,  at 
least  to  me,  is  that  the  money  mar- 
ket will  change  once  the  Govern- 
ment, for  its  own  reasons,  has  to  go 
for  money  for  essential  programs. 

"It  may  take  a  couple  of  years, 
but  the  interest  rates  have  to  come 
down  again,  just  as  they  did  then, 
and  when  that  happens  the  bond- 
holders with  tax  exempts  are  going 
to  experience  considerable  capital 
gains." 

Nye  believes  it  is  as  simple  as 
this:  If  the  dollar  is  any  good,  long- 
term  bonds  have  to  be  good  again 
too.  And  deciding  whether  the  dol- 
lar is  good  involves  more  than  just 
economics  and  trend  projections 
and  the  like. 

"You  have  to  decide  for  your- 
self, make  up  your  mind,  whether 
the  dollar  has  value  or  not.  The 
fact  that  the  institutions  hold  strong 
opinions  doesn't  mean  they  are 
right.  The  fact  that  I  hold  strong 
opinions  doesn't  mean  I'm  right, 
but  if  I've  ever  been  sure  of  any- 
thing, it's  that  over  the  next  few 
years  I'll  be  here,  working  and 
studying  and  thinking.  And  riding 
the  bond  market  back  up. 

"People  got  so  disheartened  for 
so  long  over  bonds  that  they  lost 
their  touch,"  he  said.  "They  forget 
what  long  term  is:  It  means  look- 
ing both  ways,  forward  and  back- 
wards, to  get  perspective." 

Looking  forward  and  backwards, 
carefully,  thoughtfully,  Joe  Nye  has 
come  to  the  conclusion  that  interest 
rates  are,  as  they've  always  been, 
cyclical.  The  down  cycle  cannot 
last  forever,  it  never  has.  The  very 
fact  that  most  people  think  it  will 
last  forever  convinces  him  that  the 
turn  cannot  be  far  off.  ■ 


fcz:^ 


DIVIDEND 
NOTICE 
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PENNlpIl 


Motor  oil 


The  following  dividends  have 
been  declared: 

200  per  share  on  the  Common 
Stock  of  the  Company  payable 
March  15,  1970  to  stockholders  of 
record  at  the  close  of  business  on. 
February  27,  1970. 


< 


ZZy^t  per  share  on  the  $1.33V^ 
Cumulative  Preference  Common 
Stock  of  the  Company  payable  on 
April  1,  1970  to  stockholders  of 
record  at  the  close  of  business  on. 
February  27,  1970. 


39^20  per  share  on  the  $1.58V^ 
Cumulative  Preference  Common 
Stock  of  the  Company  payable  on 
April  1,  1970  to  stockholders  of 
record  at  the  close  of  business  on 
February  27,  1970. 

R.  B.  Berryman 
Secretary 

January  29,  1970 


PEINZOIL  UMITED 
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900  Southwest  Tower 
Houston,  Texas  77002 


43«th  Btviaena 

Pullman 
Incorporated 

Quarterly  Cash  Dividends 

Consecutively  Paid 

For  102  Years 

A  quarterly  dividend  of  sev- 
enty cents  (70^)  a  share  will 
be  paid  on  March  13,  1970, 
to  stockholders  of  record 
February  13,  1970. 

W.  IRVING  OSBORNE,  JR. 
Chairman  and  President 

Divisions 
Transportation  Equipment 
Pullman-Standard 
Troi/mobi/e 
Transport  Leasing 
Engineering/Construction 
The  M.  W.  Ke//ogg  Company 
Swindell-Dressier  Compony 

Principal  Subsidiaries 
The  Canadian  Kellogg 

Company,  Limited 
Kellogg  International  Corp. 
Trailmobile  Finance  Company 
Canadian  Troi/mobi/e  Limited 
Empresas  Tecnicas  Asociadas 

Pullman,  S.A.  (Mexico) 
Unimation,  Inc. 
Berry  Metal  Company 
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J  his  announcement  is  not  an  offer  of  securities  for  sale  or  a  solicitation  of  an  offer  to  buy  securities.  The  offering  is  made 

only  by  the  Prospectus.  Neither  the  Attorney  General  of  the  State  of  New  York  nor  the  Attorney  General  of  the  State 

of  New  Jersey  nor  the  Bureau  of  Securities  of  the  Stale  of  New  Jersey  has. passed  on  or  endorsed  the  merits 

of  this  offering.    Any   representation   to  the  contrary   is    unlawful. 


NEW  ISSUE 


January  23, 197J9 


$50,000,000 


Hilton  Hotels  Corporation 

5K%  Convertible  Subordinated  Debentures,  due  January  1,  1995 


Convertible  into  Common  Stock  at  $61  per  share 


Price  100% 

Plus  accrued  interest  from  February  3,  1970,  if  any. 


Copies  of  the  Prospectus  may  be  obtained  from  such  of  the 
undersigned  as  may  legally  offer  these  securities  in  this  State. 


Salomon  Brothers  &  Hutzi.er 
Blyth  &  Co..  Inc.  The  First  Boston  Corporation 

Eastman  Dh,lon,  Union  Securities  &  Co.  Gi.ore  Forgan  Staats 

Incorporated 

Haisey,  Stuart  &  Co.  Inc.  Hornblower  &  Weeks-Hemphill,  Noyes 


Drexel  Harriman  Ripley 

Incorporated 

Goldman,  Sachs  &  Co. 


Kidder,  Peabody  &  Co. 

Incorporated 


Lazard  FRf  rks  &  Co.        Lehman  Brothers        Paine,  Webber,  Jackson  &  Curtis        Smith,  Barney  &  Co. 

Incorporated 


Stone  &  Webster  Securities  Corporation  Wertheim  &  Co. 

Bear,  Stearns  &  Co. 


Dean  Witter  &  Co. 

incorporated 


Algemene  Bank  Nedfrland  N.V. 


Banoue  Nationale  de  Paris 


White.  Weld  &  Co. 
Paribas  Corporation 

Banoue  de  Bru.xelles  S.  A. 


Baring  Brothers  &  Co. 

Limited 


Stockholms  Enskilda  Bank 


S.  G.  Warburg  &  Co. 

Limited 


Swiss  Bank  Corporation  (Overseas) 

Limited 
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The  Forbes  index 


erslmmaiy. 


Composed  of  the  following: 
Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  at  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Depl.  ot  Commerce  latest  three  months  new 
orders  ot  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Dept.  ot 


Commerce  private  nontafm  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  ol 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  ol  Commerce 


NOV 136.2 

DEC 137.0 

JAN.  136.9 

FEB. ; ...137.6 

MAR 137.3 

APR 138.3 

MAY  138.7 

JUNE 139.4 

JULY.. 138.2 

AUG.  .; 137.5 

SEPT 137.1 

OCT 137.1 

NOV 136.2 

DEC.  (prel.)  .136.0 


service  price  index  related  to  the  consumer  \ 

price  index)  '•  \ 

Income  ] 

•  How  much  are  workers  earning?  (Dept.  of  \ 
Commerce  personal  income,  wage  and  salary  ! 
disbursements)  | 

•  How  many  people  have  been  laid  off?  (U.  S.  i 
Dept.  of  Labor  initial  unemployment  claims)  ] 


MARKET  COMMENT 

By  L.  O.  Hooper 


This  Ornery  Stock  Market 


The  word  "ornery"  is  American  rath- 
er than  Engli.sh.  The  dictionary  says 
it  is  a  corruption  of  "ordinary, "  and 
that  it  means  "of  a  bad  disposition"  or 
"hard  to  manage."  Most  of  iis  think 
of  an  ornery  person  as  an  annoying 
one,  perhaps  one  who  tends  to  do  the 
opposite  of  what  he  is  expected  to  do, 
and  has  a  penchant  for  just  doing 
the  wrong  thing.  Sounds  Hke  this  hear 
market,  does  it  not? 

Well,  it  seems  to  me  that  the  stock 
market  just  now  is  only  a  little  more 
ornery  than  it  usually  is,  except  that 
it  is  less  fun  and  more  annoying.  Af- 
ter aU,  it  is  always  full  of  the  element 
of  parado.\.  For  instance,  stocks  should 
be  and  often  are  cheapest  and  the  best 
investments  when  they  are  falling  out 
of  bed,  and  often  most  expensive  and 

'  the  worst  investments  when  they  are 
going  through  the  roof.  And  the  in- 

1  vesting  public  is  ornery  too.  It  falls 
all  over  itself  to  buy  stocks  when  they 

I  are  high,  and  wants  to  dump  them 

I  when  they  are  low.  And  don't  let  any- 
one tell  >ou  that  the  stock  market  can 
be  "reformed."  It  has  always  had  this 

;  type  of  personality,   and   I   have  no 

I  doubt  that  it  always  will. 

1 

Mr.  Hooper  is  associated  with  the  New  York  Stock 
Exchange  firm  of  W.E.   Hutton  &  Co. 


It  prefers  a  bird  in  the  bush  to  one 
in  the  hand.  A  good  example  right 
now  is  the  aluminum  stocks.  When 
earnings  of  the  kind  now  being  real- 
ized were  merely  expected  sometime 
in  the  future,  a  stock  like  Alcan  Alu- 
iniiiiitm  sold  at  25  or  .30  times 
earnings  as  against  about  10  times  ris- 
ing earnings  now. 

Market  ParaJox 

We  have  another,  perhaps  lasting, 
paradox  in  the  market's  appraisal  of 
International  Biifine.is  Machines.  Re- 
cently all  the  outstanding  securities  of 
this  great  growth  company  have  been 
selling  in  the  market  for  about  twice 
as  much  as  all  the  stocks  and  bonds 
of  General  Motors  and  for  more  than 
ten  times  the  market's  appraisal  of 
all  the  securities  of  United  States  Steel. 
Indeed,  on  a  slight  decline  in  IBM's 
earnings  for  the  December  quarter,  the 
market's  appraisal  of  IBM  dropped 
as  much  in  two  sessions  as  the  then 
total  appraisal  of  United  States  Steel. 
IBM  has  113,425,557  shares  issued 
and  the  stock  lately  sold  down  $30  a 
share  in  two  sessions. 

The  thing  that  worries  me  about 
IBM  is  this  high  billion-dollar  evalua- 
tion. When  any  company  is  appraised 


at  $39  billion  and  selling  at  about  35 
times  earnings,  one  can't  help  wonder- 
ing whether  those  who  are  hoping  for 
the  stock  to  double  again  may  not  be 
expecting  too  much.  From  an  analyti- 
cal point  of  view,  probably  the  best 
prospect  for  more  earnings  growth  in 
IBM  is  in  the  software  (service)  field 
rather  than  in  the  production  and  sale 
of  more  and  more  computers  (hard- 
ware). The  industry  seems  to  feel  that 
the  big  growth  now  is  in  the  fuller  em- 
ployment of  computers  rather  than  in 
more  and  more  computers.  Now  that 
IBM  is  "unbundling, "  it  will  be  charg- 
ing for  software  (services)  instead  of 
throwing  in  the  service  with  the  sale 
of  the  hardware. 

The  present  impact  of  the  Admin- 
istration's disinflationary  program  is 
greater  than  most  people  realize. 
There  may  not  be  so  much  more  un- 
employment; but  there  is  a  tremen- 
dous reduction  in  employment  in  the 
aerospace,  military,  research,  automo- 
tive and  residential  construction  fields. 
In  this  area  blue-collar  workers  are 
partly  employed  and  not  collecting 
any  of  the  former  precious  overtime. 
Whether  this  has  an  effect  on  pending 
troublesome  labor  disputes  remains 
to  be  seen.  It  should  stiffen  employer 
opposition  to  demands,  and  make  the 
rank  and  file  of  labor  think  a  little 
more  carefully  before  presenting  those 
demands.  Obviously,  it  is  not  bullish 
on  this  ye:.i's  corporation  earnings. 

It  looks  as  if  the  additional  defla- 
tionary measures  are  more  likely  to  be 
in  the  field  of  budgetary  expenditures 
than  in  the  area  of  tighter  credit.  I 
don't  think  credit  is  likely  to  be  made 
any  tighter  even  if  interest  rates  on 
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258th  COMMON  DIVIDEND 
A  regular  dividend  at  the  increased  rate  of 
Fifty-two  and  One-half  Cents  (SIVk!')  per 
share  has  been  declared  upon  the  Common 
Stock  of  American  Brands,  Inc.,  payable 
in  cash  on  March  2,  1970,  to  stockholders  of 
record  at  the  close  of  business  February  6, 
1970.  Checks  will  be  mailed. 
C.  A.  Mehos,  Vice  President  and  Treasurer 
January  27,  1970 
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Growth 
influsipy  .^i^ 
Shares, 
inc. 


Since  1946 


A  MUTUAL  FUND 

INVESTING  IN 

GROWING  COMPANIES 


\ 
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A  NO-LOAD 
FUND 

Offered  and  Redeemed 
at  Net  Asset  Value 


Mail  coupon  below  for  copy  of  prospectus. 


GrowthlndusfryShares.Inc, Room  1018 
6  N.  Michigan  Ave.,  Chicago,  III.  60602 


Address 


City 


MONEY 

GROWS 

FASTER 

IN  MEXICO 

Contact  us,  without  obliga- 
tion, for  complete  informa- 
tion on  Mexican  investment 
opportunities.  Supervised 
accounts  offer  unusual  pos- 
sibilities for  capital  growth 
or  secure  monthly  income 
at    10.5%    net    and    higher. 

mexletter 

INVESTMENT  COUNSEL-HAMBURGO  165 
MEXICO  6.  O.F.     TEL.  51 1-4306 


long-teiTO  bonds  should  rise  a  little. 
If  interest  rates  ease  a  little,  the  easing 
is  more  likely  to  appear  in  the  early 
summer  and  in  the  fall  (before  the 
elections )  than  immediately. 

You  can't  blame  investors  from  be- 
iiig  ornery  about  buying  stocks  at  a 
time  when  almost  all  the  purchases 
made  during  the  past  six  months  now 
show  a  paper  loss.  The  stock  market 
has  not  been  anything  but  a  place  in 
vvhich  to  accrue  losses;  and  the  word 
has  gotten  around.  It  is  just  the  oppo- 
site of  the  condition  that  existed  for  so 
long  during  the  Sixties  when  the  stock 
market  was  a  good  place  in  which  to 
make  money,  and  the  word  certainly 
got  around. 

Beffer  Va/ues 

The  fact  remains  that  the  values  are 
infinitely  better  than  when  the  DJI 
was  around  900  to  1000.  There  are 
fewer  absmdly  overvalued  gimmick 
stocks  like  the  conglomerates,  which 
tried  to  defy  the  mathematical  fact 
that  two  and  two  makes  only  four; 
there's  less  confidence  that  every  new 
issue,  regardless  of  its  merit,  must  sell 
higher  a  week  or  a  month  after  its  in- 
troduction to  the  public;  there  is  al- 
most instant  disenchantment  when  in- 
terim earnings  show  a  decline  rather 
than  an  increase;  and  the  pubHc  is 
thinking  al)out  the  negative  factors  in 
stocks,  while  not  too  long  ago  it  was 
interested  only  in  the  positive.  Indeed, 
it  is  now  possible  to  bu>'  some  un- 
popular but  far  from  hopeless  equities 
at  five  to  seven  times  earnings,  and 
at  10  or  12  times  earnings  the  careful 
in\'estor  can  buy  some  very  good  sea- 
soned issues  of  institutions  rather  than 
just  the  venture  stocks. 

I  would  still  a\'oid  most  of  the  con- 
glomerates. Some  of  them  are  in  real 
trouble,  and  not  worth  e\en  what  they 
are  selling  for.  .  .  .  Allied  Chemical. 
which  earned  about  S2.44  a  share  last 
year  as  against  64  cents  after  charges 
in  1968,  probabh-  will  not  be  able  to 
do  quite  as  well  in  1970  as  in  1969; 
but  the  company  has  a  sprinkling  of 
oil  flavor  which  the  in\'estor  should 
not  overlook.  .  .  . 

The  \arious  antipotlulion  issues  are 
concept  stocks  rather  than  issues 
where  a  quick  increase  in  actual  earn- 
ings should  be  expected;  the\'  are  a 
buy  onl\  on  weakness.  .  .  .  The  one 
group  where  the  earnings  outlook  is 
good  is  the  shares  of  the  older,  larger 
life  insurance  companies.  This  does 
not  appK-  to  the  newer  companies, 
which  have  no  low  interest  rate  bonds 
and  mortgages  to  matine  in  their  port- 
folios. .  .  .  The  coal  shares  have  many 
friends  because  of  the  rising  demand 
for  coal  to  generate  electric  power. 
One  which  appears  especially  interest- 
ing is  Eastern  Gas  &  Fuel.  ■ 
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Do  your  stocks  suit  you  now' 


If  you  are  puzzled  by  this  question,  you  are  not  a  sub- 
scriber to  The  Value  Line  Investment  Survey. 
Value  Line  subscribers  find  out  if  a  stock  is  suitable  for 
them  by  using  Value  Line's  objective  determinations  of 
probabilities  to  ascertain  if  the  evaluations  of  particular  se- 
curities—based on  the  probabilities  — are  consistent  with 
their  own  personal  investment  goals. 

For  example.  If  your  main  objective  is  income  and  XYZ  company 
appears  to  look  very  favorable  for  capital  appreciation  in  the 
next  12  months  but  its  yield  is  presently  1%  and  does  not  seem 
likely  to  increase  in  the  coming  year,  this  stock  is  not  suitable 
for  you.  Yet  your  best  friend  may  be  primarily  interested  in 
growth  within  the  next  year.  For  him  XYZ  company  is  suitable. 
You  may  rightly  say:  that  is  all  well  and  good . . .  but  before  I  can 
even  determine  whether  a  stock  is  suitable  for  me  I  must  be  able 
to  evaluate  the  potential  of  a  particular  stock  for  me  in  terms  of 
probable  market  performance,  appreciation,  income  and  quality. 
And  furthermore,  I  should  know  how  XYZ  company's  probable 
performance  stacks  up  against  other  stocks,  because  there  are 
a  tremendous  number  of  securities  I  can  examine  before  mak- 
ing an  intelligent  decision.  However,  how  can  I  obtain  this  kind 
of  information  without  devoting  hundreds  of  hours  I  do  not  have, 
even  assuming  I  knew  how  to  formulate  proper  determinations 
on  specific  stocks? 

Well,  that  is  where  The  Value  Line  Investment  Survey  comes  in. 
Each  week  Value  Line— alone  among  advisory  services— system- 
atically rates  each  of  1400  stocks,  relative  to  the  others,  into 
one  of  five  groups  on  four  counts: 

1.  The  stock's  probable  market  performance  in  the  next  12 
months 

2.  Its  appreciation  potential  3  to  5  years  hence 

3.  Its  income  yield  in  the  next  12  months 

4.  Its  quality  (i.e.,  its  dependability  over  the  very  long  term 
—beyond  5  years) 

Each  stock  is  rated  from  I  (Highest)  to  V  (Lowest)  for  12-month 
performance,  3-5  year  potential  and  yield.  Each  stock  is  graded 
from  A  plus  to  C  minus  for  quality.  The  1400  stocks  include 
nearly  all  of  the  common  stocks  traded  on  the  New  York  Stock 
Exchange  plus  about  300  on  the  American  Exchange  and  the 
OTC  markets. 

To  determine  if  a  particular  stock  is  suitable  for  you  when  you 
are  a  Value  Line  subscriber,  all  you  do  is  apply  the  Value  Line 
suitability  test.  It  takes  only  a  minute.  Each  Roman  numeral  in 
the  first  three  ratings  and  each  letter  in  the  quality  grading  is 
equated  to  an  Arabic  index  number  as  follows: 

I  II  III  IV  V 

(10)  (8)  (6)  (4)  •        (2) 

A  +  ,A  A-,B+  B  B-,C+  C,C- 

10   10  88  6  44  22 

To  determine  how  suitable  a  stock  is  for  you  at  this  time,  you 
merely  weight  the  Arabic  number  to  accord  with  your  own  pref- 
erences. Assign  any  weights  that  you  deem  appropriate,  provided 
the  total  of  weights  adds  up  to  100. 

Let  us  say  that  you  are  mainly  interested  in  performance  in  the 
next  12  months.  You  might  then  assign  a  weight  of  60  points 
(out  of  your  total  of  100)  to  the  Rating  for  12  Months  Perform- 
ance. Your  next  most  important  objective  is  avoidance  of  unnec- 
essary risk.  Accordingly,  you  assign  a  weight  of  20  to  the 
Quality  Rating.  You  have  a  minor  interest  in  3-5  year  potential. 
Your  assigned  weight  might  be  15.  You  are  virtually  indifferent 
to  current  income,  assigning  it  a  weight  of  only  5. 
With  these  preferences  the  suitability  of  the  stock  in  question 
would  work  out  to  a  very  high  score  for  you  at  this  time  of  94 
out  of  a  possible  100,  as  follows: 

Arabic  Number 
Equivalents 


Quality  (risk) 

10 

x 

12  Mos.  Performance 

10 

x 

3-5  Year  Potential 

8 

x 

Estimated  Yield 

4 

x 

(12  Mos.) 

Your  Weights 

20  = 

60  = 

15  = 

5  = 

100 


Total 

200 
600 
120 
20 
940 


However,  this  stock  at  the  very  same  time  'could  rate  quite  dif- 
ferently for  your  uncle,  whose  investment  goals  are  different 
from  yours. 
For  example,  your  uncle  might  give  half  his  weight  to  income  in 


the  next  12  months  (50%),  only  about  10%  to  3  to  5  year  poten- 
tial, 20%  to  quality  (or  risk  avoidance),  and  20%  to  probable 
performance  in  the  next  12  months.  The  suitability  of  the  stock 
would  work  out  to  68%  for  him,  as  shown  below: 

Arabic 

Total 

200 

200 

80 

200 


Rating 

Number  Eq 

LiiV. 

Your  Weights 

Quality  (risk)                  (A) 
12  Mos.  Performance    (1) 
3-5  Year  Potential           (II) 
Estimated  Yield              (IV) 

10 

10 

8 

4 

X 

x 
x 

X 

20      = 
20      = 
10      = 
50      = 

(12  Mos.) 

100 

680 


Clearly,  the  Ratings  so  weighted  indicate  that  this  very  good 
stock  would  be  better  for  you  than  for  your  uncle  at  this  time. 

Value  Line  ratings  are  recomputed  every  week  to  reflect  changes 
in  price  and  earnings.  Therefore,  when  you  are  a  Value  Line  sub- 
scriber you  should  review  your  portfolio  periodically  to  make 
sure  that  your  stocks  are  systematically  lined  up  with  your  own 
investment  objectives  at  all  times. 

Not  every  stock  will  always  perform  in  accordance  with  its  rat- 
ings. But  such  a  high  percentage  have  in  the  past,  for  reasons 
that  are  logical,  that  the  probabilities  stand  strongly  in  favor  of 
the  predictions  given  by  the  ratings.  Besides  the  weekly  ratings. 
Value  Line  publishes  quarterly  full-page  research  reports  on 
each  stock  and  more  often  if  evidence  requires  it.  A  suitability 
table  is  printed  on  the  face  of  each  quarterly  report.  It  contains 
the  index  numbers  applicable  to  the  stock.  All  you  have  to  do  is 
put  in  your  appropriate  weights,  multiply,  and  add  up  the  score. 

In  order  to  start  putting  your  stocks  to  the  suitability  test,  just 
fill  in  the  coupon  below.  If,  for  any  reason,  Value  Line  should  fail 
to  meet  your  expectations,  return  the  material  within  30  days 
and  your  money  will  be  refunded  in  full  and  at  once.  You  may 
receive  Value  Line  for  the  term  you  check— one  year  for  $167, 
three  months  for  $44,  or  four  weeks  for  $5.  Each  weekly  edition 
consists  of  full-page  reports  on  about  100  or  more  different 
stocks  and  analyses  of  their  industry  groups . . .  plus  the  24-page 
Weekly  Summary  of  Advices  &  Index,  which  contains  the  latest 
ratings  for  all  1400  stocks.  Here  you  can  check  to  see  if  there 
have  been  any  changes  in  the  ratings  that  will  necessitate  your 
applying  a  new  suitability  test  to  a  particular  stock.  In  addition, 
you  receive  weekly  the  8-page  Selection  &  Opinion  editorial  sec- 
tion... plus  the  monthly  Special  Report  on  insider  transactions 
and  the  quarterly  Special  Report  on  mutual  fund  transactions 
issued  during  the  term  of  your  subscription. 

BONUS  •  With  the  annual  or  three-month  subscription,  Value 
Line  will  ship  to  you  immediately  the  2-volume  Investors  Refer- 
ence Library,  which  will  give  you  the  latest  full-page  reports  on 
all  1400  stocks  published  prior  to  your  subscription. 

n  fairness  to  regular  subscribers,  who  pay  $167  a  year  for  The  Value 
ine  Investment  Survey,  we  cannot  make  the  $5  introductory  sub- 
scription available  to  those  who  have  already  had  such  a  4-week 
subscription  within  the  past  six  months. 


n  ONE  YEAR-$167    n  3-MONTH  TRIAl-$44 

(52  EDITIONS)  (13  EDITIONS) 

Send  me  the  complete  service  for  the  term 
checked  plus  — as  a  bonus  — the  2-volume 
Investors  Reference  Library  consisting  of 
Value  Line  sections  published  during  the  13 
weeks  preceding  start  of  this  subscription. 
□  Payment  enclosed  D  Bill  me 


□  FOUR-WEEK  TRIAL-$5 

(4  EDITIONS) 

Send  me  a  4-week  intro- 
ductory subscription  to 
the  full  service  for  $5. 
I  enclose  payment. 


If  dissatisfied  for  any 
material  for  a  full  refu 

Signature 

reason,  1  have 
nd  under  your 

up  to  30  days  to  return  the 
money-back  guarantee. 

Name  (please  print) 

Address 

AA16-52 

City 

State                Zip 

(Subscription  fees  are  deductible  for  income  tax  purposes.  N.Y.C.  residents, 
please  add  6%  sales  tax;  other  N.Y.  State  residents,  add  applicable  sales  tax.) 

ARNOLD  BERNHARD  &  CO.,  INC. 

5  East  44th  Street-  New  York,  N.Y.  10017 
(No  assignment  of  this  agreement  will  be  made  wittiout  subscriber  consent.) 
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Greater 

future  income 

can  be  the  goal 

of  a  $5,000  portfolio 

placed  under 

management  now 


If  the  money  you  have  today  is  to  grow  in 
the  future  toward  more  income,  or  for  edu- 
cation, travel,  leisure,  retirement,  it  must 
be  kept  working  full  time  to  achieve  your 
goals. 

Yet  you  may  find  that  you  are  actually 
losing  ground  due  to  inflation,  taxes  or  lack 
of  time  for  investment  decisions. 

To  help  solve  this  problem,  clients  in  55 
countries  have  turned  to  The  Danforth 
Associates  Investment  Management  Plan. 
It  has,  we  believe,  proved  especially  effi- 
cient in  providing  continuing  capital  growth 
supervision  for  portfolios  of  from  $5,000 
to  $50,000 — on  behalf  of  people  who  recog- 
nize and  can  share  the  risks  and  rewards  of 
common  stock  investments.  The  cost  is 
modest,  as  low  as  $100  per  year. 

For  a  complimentary  copy  of  a  42-page 
report  describing  this  tested  plan,  its  com- 
plete 10-year"performance  record, "and  how 
it  may  help  you  now,  simply  write  Dept.  K-5  3 . 

THE  Danforth  Associates 

Wellesley  hills,  Mass.,  u.s.a.  oaiSi 

Investment  Management    .    Incorporated  1936 
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I  WARRANTS | 

g  move  faster  and  further  than  any  other  type  of  h 

g  security— both  up  and  down.  Thus,   in  previous  = 

=  years.   General  Tire  &   Rubber  Warrants  moved  i 

1  from  4V2  to  206  and  United  Air  Lines  Warrants  f 

g  from  4>^   to   126  amid  a   host  of  similar  ei-  m 

m  amplas,   while  «  Martin-Marietta  Warrant  skid-  § 

g  ded  from  46■^   to   14Vt   with  plenty  of  down-  g 

g  side  company.  Since  the  outstanding  leverage  = 

g  of  Warranb  is  indisputable,  and  since  the  num-  g 

m  ber  of  actively-trading  Warrants  is  growing  rap-  g 

g  idly— 170  currently  that  you  should  know  about  g 

g  —with   more  top-flight  companies   issuing  War-  g 

=  rants;  AMK,  Gulf  &  Western,  Ling-Temco,  Loew's  g 

g  etc.- you  should  know  what  Warrants  are,  which  g 

g  Warrants  trade  in  today's  market,  and  the  basic  = 

g  rules  for  recogni2ing  opportunities  In  Warrants  g 

g  (and  dangers)  when  they  occur.  g 

g  The  R.H.M.   Warrant  &  Stock  Survey  -|-  Stocks  g 

g  Under   10,   is  one  of  the  largest  and  most  re-  i 

g  spected   investment   services   covering  the   War-  g 

g  rant  field,  with  more  than  two  decades  of  ser-  1 

=  vice  to  Investors  under  the  editorship  of  Sidney  i 

I  Fried,  a  name  associated  with  the  Warrants  field  i 

g  in  every  financial  center  of  the  western  world,  i 

g  Let  us  tell  you  how  our  service  approaches  devel-  = 

=  oping  opportunities  in  Warrants,  In  the  general  i 

g  stock  market,  and  in  "Stocks  Under  10".  There  1 

s  is  no  obligation,  and  there  is  no  cost  for  this  1 

=  valuable  information,  yet  it  could  mean  a  great  1 

g  deal   to  you    in   the  active   markets  ahead.   For  1 

g  your  free  copy,   send  today  to  Warrants,    Dept.  1 

=  F-418,    R.H.M.   Associates.    220    Fifth   Avenue,  1 

=  New  York.  N.Y.,  10001.  g 
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STOCK  ANALYSIS 

By  Heinz  H.Biel 


Patience,  Patience 


We  know  for  sure  that  spring  will  be 
coming  soon,  but  that  doesn't  ease  the 
cold  of  the  winter  and,  whether  or  not 
we  like  it,  we  have  to  live  with  it  pa- 
tiently for  another  five  weeks.  We  also 
know  that  this  bear  market,  like  any 
bear  market  before,  will  come  to  an 
end,  but,  unlike  spring,  we  can't  set 
the  date.  Certain  developments  can- 
not be  hurried.  Meanwhile  we  have 
to  exercise  patience  and  try  to  keep 
cool  heads. 

The  new  year  has  begun  inauspi- 
ciously.  A  great  many  stocks  have 
continued  to  take  a  beating,  some 
deservedly,  others  not.  The  Dow-Jones 
averages  are  back  to  the  levels  of 
some  six  years  ago,  shattering  the  il- 
lusion that  equities  are  necessarily  a 
good  hedge  against  inflation.  Many 
notable  individual  stocks  once  again 
proved  vulnerable  to  unfavorable 
news  developments,  be  it  an  unex- 
pectedly disappointing  fourth  quarter 
for  Bell  &  Howell,  or  a  well-pub- 
licized sell  recommendation  for  Avon 
Products,  or  an  image-blasting  job  as 
done  by  Forbes  {Dec.  1,  1969)  on 
Litton  Industries. 

These  stocks  were  vulnerable,  of 
course,  because  they  were  selling  at 
relatively  high  prices  that  reflected  the 
investors'  esteem  for  them.  Special 
conditions  are  also  responsible  for  the 
price  collapse  of  virtually  all  prime 
oil  stocks,  not  to  mention  such  su- 
per-speculative playthings  as  Asamera. 
But  even  more  disturbing  is  the  price 
erosion  of  stocks  of  companies  that 
have  no  specific  troubles,  companies 
whose  1969  earnings  were  a  record, 
whose  finances  are  in  fine  shape,  and 
whose  managements  are  confident 
that  1970  will  be  a  pretty  good  year. 
A  typical  example  is  Borg-Warner, 
now  selling  at  less  than  nine  times 
last  year's  earnings. 

When  solid  stocks  are  selling  at 
such  low  multiples,  one  may  assume 
that  everything  but  a  major,  all-en- 
compassing recession  has  been  ade- 
quately discounted.  That  does  not 
mean,  of  course,  that  prices  cannot 
dechne  further.  However,  pessimism 
should  not  be  permitted  to  becloud 
rational  thinking.  The  world  isn't  com- 
ing to  an  end  merely  becau.se  we  are 
going  through  a  period  of  economic 

Mr.  Biel  is  a  partner  in  the  New  York  Stock  Exchange 
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contraction,  the  result  of  a  deliberate, 
Tjut  reversible,  policy.  Can  anybody 
in  his  right  mind  believe  that  the  Nix- 
on Administration  is  intent  on  causing 
massive  unemployment  and  social  up- 
heaval, destroying  corporate  earning 
power  and  jeopardizing  our  free  en- 
terprise system? 

No  Time  fo  Sell 

No  one  knows  whether  this  bear 
market  will  end  with  a  cataclysmic 
selling  climax  or  whether  it  will  just 
peter  out.  Personally,  I  doubt  that 
there  will  be  a  dramatic  ending  and 
then  a  turnaround.  Despite  the  sever- 
ity of  the  decline  so  far,  there  has 
been  little  forced  liquidation  due  to 
calls  for  additional  margins.  We  have 
seen  no  indication  that  the  mass  of  in- 
dividual investors  are  going  to  panic, 
to  dump  their  stocks  and  ask  for 
wholesale  redemption  of  theii'  mutual 
fund  shares.  It  is  more  likely  that  the 
gradual  selling  by  disgruntled,  dis- 
gusted and  disillusioned  investors, 
which  has  been  going  on  for  the  bet- 
ter part  of  a  year,  will  just  dry  up. 
I  believe  that  we  are  fairly  close  to 
that  point,  and  it  would  seem  more 
rational  to  hold  and  to  buy  good 
stocks  than  to  sell  at  very  depressed 
levels  when  the  end  may  be  near. 

A  lesser  company  than  IBM  might 
have  doctored  its  accounting  a  bit  to 
avoid  having  to  report  a  quarter-to- 
quarter  earnings  decline,  an  unpar- 
donable faux  pas  for  any  company 
whose  stock  is  selling  at  an  astronomi- 
cal P/E.  IBM  survived  the  shock  with- 
out too  much  damage,  but  investors 
and  analysts  alike  are  wondering 
whether  some  of  these  superior-per- 
foiming  stocks  have  not  become  vul- 
nerable in  case  of  even  a  slight  re- 
tardation of  their  growth  rate. 

On  the  day  before  Becton,  Dickin- 
son reported  December  quarter  earn- 
ings of  24  cents  a  share  as  against  25 
cents  for  the  same  period  the  year  be- 
fore, this  stock  sold  at  around  60,  ex- 
actly 60  times  the  $l-a-share  earnings 
for  the  calendar  year  1969.  Few  cor- 
porations have  a  finer  reputation  than 
Becton,  Dickinson,  a  maker  of  medi- 
cal, hospital  and  laboratory  supplies, 
with  much  of  its  production  consisting 
of  disposable  items.  This  is  a  wonder- 
ful business,  recession-proof  and  sure 
to  grow  and  grow.  But  the  stock  mar- 
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ket  had  been  giving  this  company  a 
\aluation  of  close  to  a  hillion  dollars. 
With  earnings  current)-  running  at 
the  annual  rate  of  less  than  S16  mi7- 
lion,  fairly  steep  growth  is  needed 
mereh  to  justif>  the  present  price, 
not  to  mention  leaving  room  for  future 
above-average  appreciation. 

What  does  one  do  with  stocks  hke 
that?  And  there  are  quite  a  few  oth- 
ers to  which  similar  considerations  ap- 
plv.  Individual  investors  who  have 
held  BDX  for  a  number  of  vears  have 
enjoyed  a  huge  capital  gain.  The\-  are 
more  than  satisfied  and  probably  will 
l)e  content  to  remain  wedded  to  the 
stock.  The%-  can  cite  the  example  that 
any  sale  of  IBM  was  a  mistake,  be- 
cause even  after  sometimes  violent 
declines  (in  1962  IBM  dropped  50% 
within  a  sLx-month  period),  it  always 
came  back  and  rose  to  a  new  peak, 
the  most  recent  having  lieen  reached 
onl\-  last  month.  This  attitude  nia\'  not 
he  entireK  rational,  but  it  is  difficult 
to  find  fault  with  it  because  the  long- 
range  outlook  remains  exceedingly  fa- 
N  orable,  even  though  earnings  growth 
may  have  slowed  temporarily. 

A  Good  Buy 

The  professional  investor,  on  the 
other  hand,  might  take  a  different 
\iew.  Enough's  enough,  and  when  a 
stock,  regardless  of  how  good  it  is, 
lias  reached,  if  not  surpassed,  a  real- 
istic objective,  profits  should  be  tak- 
en. If  such  action  l)\  the  pros  should 
lead  to  a  worthwhile  price  correction, 
investors  will  have  an  opportunity  to 
buy  an  exceptionalK  fine  stock  at  a 
more  appropriate  level. 

A  somewhat  analogous  situation 
has  developed  in  the  stocks  of  mobile 
home  manufacturers,  which  were  the 
market's  speculative  darlings  last  year. 
This  is  a  ver\  fast-growing  industry. 
Over  400,000  mobile  homes  were 
shipped  in  1969,  nearly  twice  as 
many  as  in  1966;  current  estimates  are 
for  a  million  units  a  year  by  1975. 

Yet  notwithstauding  these  impres- 
sive and  probably  unexaggerated  pro- 
jections, the  stocks  of  most  companies 
actively  engaged  in  this  field  have 
taken  a  shellacking.  It  was  a  case  of 
too  much  too  soon.  While  the  process 
of  coming  down  to  earth  is  pain- 
ful for  the  stockholders  who  came  in 
at  the  tail  end  of  the  rise,  this  major 
correction  provides  an  opportunity 
to  make  purchases  in  this  group  at 
greatly  reduced  prices.  Among  the 
larger  manufacturers,  I  favor  Redtnan 
Industries,  Fleetwood  Enterprises,  and 
Champion  Home  Builders,  all  down 
about  .50?  from  their  highs.  It  should 
be  noted  that  these  stocks,  and  almost 
all  others  in  this  industry,  are  distinct- 
ly speculative  and  not  yet  suitable  for 
conservative  investors.  ■ 


Do  You  Qualify 

For  Our  Special  Kind 

of  Professional 

Investment 
Management? 


TAKE  THIS  BRIEF  TEST  AND  SEE. 
IT  COULD  ENHANCE  YOUR 
ENTIRE  FINANCIAL  FUTURE. 


1.  You  are  vitally  interested  in  accumu- 
lating wealth  for  retirement,  travel, 
children's  education,  your  own  per- 
sonal objectives  or  simply  to  combat 
inflation. 


Yes  D 


No  D 


2.  By  necessity,  most  of  your  waking 
hours  are  involved  in  thinking  about 
your  occupation,  business  or  profes- 
sion, leaving  relatively  little  time  for 
investment  planning. 


Yes  D 


No  D 


3.  You  recognize  that  full-time  profes- 
sionals backed  by  complete  research 
facilities,  "3rd  generation"  computers 
and  decades  of  intensive  market  ex- 
perience, are  probably  better  equipped 
to  help  fulfill  your  investment  goals, 
than  you  are,  "going  it  alone." 


Yes  D 


No  D 


4.  You  agree  with  an  investment  philoso- 
phy which  seeks  to  concentrate  funds 
in  companies  that  are  growing  faster 
than  our  economy. 


Yes  D 


No  D 


5.  You  appreciate  that  there  are  risks 
and  no  guarantees  in  investing  in  com- 
mon stocks,  yet  realize  it  is  one  of  the 
few  remaining  ways  you  may  accumu- 
late wealth  under  today's  conditions. 


Yes  D 


No  D 


You  would  be  interested  in  a  manage- 
ment program  for  your  account  of 
$5,000  or  more  at  a  surprisingly  mod- 
est fee,  especially  since  you  may  have 
been  under  the  impression  that  invest- 
ment management  was  reserved  only 
for  the  very  wealthy. 


Yes  D 


No  □ 


7.  As  a  good  business  manager  you  have 
the  temperament  that  will  allow  you 
to  delegate  responsibility  for  making 
investment  decisions  on  your  behalf  to 
experienced  investment  managers. 


Yes  D 


No  D 


8.  You  would  like  more  specific  informa- 
tion about  Spear  &  Staff's  Decision 
Management  Plan  such  as:  How  your 
account  would  be  managed;  how  trans- 
actions are  carried  out;  how  quickly 
you  can  get  extra  funds  from  your  ac- 
count; what  kind  of  records  you  will 
receive;  how  dividends  are  handled; 
how  you  can  arrange  for  regular  with- 
drawals; how  you  add  to  your  ac- 
count; where  your  stock  certificates 
are  kept;  management  fees  and  other 
details. 


Yes  D 


No  n 


If  you  answered  "YES"  to  most  of  these 
statements,  your  next  logical  step  is  to 
send  for  our  32-page,  fact-filled  booklet, 
"Declare  Your  Own  Dividends."  Use  the 
coupon  below  to  receive  it  at  no  cost 
or  obligation. 


SPEAR  &  STAFF,  INC.  Dept.MF.2i5 

Investment  Management  Div. 
Babson  Park,  Mass.  021S7 

Please  send  your  booklet  "Declare  Your  Own  Dividends" 
without  cost  or  obligation. 

Name 


Address- 
City 


(please  print) 


-State- 


-Zip. 
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TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schuiz 


Silent  Signals 


Back  in  December  1968,  the  Federal 
Reserve  Board  kicked  off  its  tight- 
money  policy— and  a  bear  market  in 
common  stocks— by  forcing  up  interest 
rates  everywhere  except  for  time  de- 
posits, which  were  deliberately  made 
and  kept  uncompetitive  (Forbes,  Jan. 
15,  1969).  This  caused  more  and  more 
lendable  funds  to  flow  out  of  the  bank- 
ing system  into  nonbank  credit  chan- 
nels (a  process  called  disintermedia- 
tion)  and  in  the  process  made  money 
extremely  difficult  and  grotesquely  ex- 
pensive to  borrow. 

Ever  since,  investors  have  been  on 
the  lookout  for  signs  of  a  policy 
change  toward  easier  money  as  a  "sig- 
nal" to  turn  bullish.  It  is  probably 
descriptive  of  the  demoralization  pro- 
duced by  a  year's  worsening  bear- 
market  atmosphere  that  people  insist 
on  waiting  for  a  more  liberal  credit 
policy  to  be  officially  announced  and, 
so  far  at  least,  refuse  to  take  their  in- 
vestment cue  from  the  changes  for  the 
better  that  have  been  evolving  quietly 
over  the  past  several  months  (  Forbes, 
}an.  1  and  15). 

As  this  column  goes  to  press,  there 
is  still  wide  disagreement  over  wheth- 
er, at  least  initially,  the  appearance  of 
revived  money  growth  during  last 
year's  fourth  quarter  materialized  by 
design  or  was  due  to  circumstances 
largely  beyond  the  Board's  control. 
But  more  and  more  observers  have 
lately  begun  to  suspect  that  monetary 
policy  has  indeed  changed  in  the  sense 
that  the  peak  of  restraint  is  now  well 
past.  Certainly,  from  here  on,  the  Fed- 
eral Reserve  Board  should  find  few 
or  no  reasons  for  reverting  to  maxi- 
mum restraint,  which  means  that  the 
improved  trend  in  some  of  the  quan- 
titative measures  of  money  is  unlikely 
to  be  washed  out. 

No  Public  Green  Lighf 

But  it  also  seems  unlikely  that  the 
central  bank  will,  any  time  soon  and 
in  so  many  words,  announce  that  mon- 
ey is  being  made  easier.  The  Fed's 
dilemma  is  this:  On  the  one  hand  if 
acute  restraint  continued  much  longer, 
it  would  almost  surely  lead  to  a  pro- 
longed, severe  recession  (in  an  elec- 
tion year);  on  the  other  a  "prema- 
turely" publicized  policy  change  away 
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from  restraint  might  rekindle  inflation- 
ary expectations  ( now  stone  cold  dead 
in  the  marketplace  and  among  con- 
sumers and,  presumably,  also  dying 
among  businessmen) . 

The  need  to  resolve  this  dilemma 
can  explain  why,  for  some  time  to 
come,  measures  taken  to  ease  the 
strain  might  nevertheless  have  their 
purpose  officially  disavowed.  It  would 
explain,  specifically,  why  the  Board 
was  careful  to  announce  that  last 
month's  lifting  of  the  interest-rate  ceil- 
ings for  time  deposits  was  "not  de- 
signed as  an  easing  of  credit  or  as  a 
signal  toward  easing."  As  far  as  it 
went,  the  statement  had  to  be  taken 
at  face  value;  it  was,  after  all,  an  overt 
move  to  support  interest  rates  at  a 
high  level.  But  in  a  wider  sense,  the 
higher  ceilings  represent  a  step  to- 
ward undoing  what  the  Fed  started 
13  months  before  and  thus  toward 
easing  the  high  tension  that  has  been 
building  up  in  the  money  markets 
since  then.  These  implications  have 
confirmed  some  experts  in  the  view 
that  credit  restraint  has  indeed  been 
tacitly  permitted  to  subside. 

Remove  the  Hysteria 

What  the  Fed  did  last  month  was 
to  raise  the  range  of  maximum  interest 
rates  banks  may  pay  on  savings  and 
time  deposits,  from  4%-6.25%  to 
4.5%-7.5%.  Sooner  or  later,  the  new 
peak  rate  should  help  banks  re-at- 
tract some  of  the  lendable  funds  that 
have  moved  into  higher-yielding  in- 
vestments, such  as  Federal  obligations 
and  commercial  paper.  The  resulting 
"re-intermediation"  would  tend  to  im- 
prove the  banking  system's  liquidity 
and  thereby  to  make  loan  money  more 
widely  available. 

Paradoxically,  the  newly  raised  in- 
terest ceilings  may  also,  in  time,  work 
to  lower  some  peak  short-term  rates. 
To  grasp  why  this  could  be  so,  it's 
necessary  to  bear  in  mind  that  the  old 
lower  ceilings  were  the  pivot  in  the 
Fed's  tight-money  campaign  from  the 
very  start.  They  caused  the  commer- 
cial banks  to  lose  lendable  funds  rep- 
resented by  some  $14  billion  in  large 
denomination  long-term  certificates  of 
deposit.  To  replace  some  of  this  mon- 
ey, they  borrowed  massively  abroad, 
at  one  time  as  much  as  eight  billion 
Eurodollars    more    than    before    the 


squeeze  began,  paying  annual  inter- 
est rates  up  to  12%  (much  more  even 
under  seasonal  stress  for  very  short- 
term  loans).  Now  that  commercial 
banks  can  pay  up  to  7.5%  for  large 
one- year  certificates  of  deposit,  their 
dependence  on  Eurodollars  as  a  source 
of  loan  money  should  diminish;  in- 
deed. Eurodollar  rates  lately  have  slid 
to  under  10%.  This  may  be  a  start  to- 
ward cooling  off  some  of  the  more  ex- 
orbitant short-term  money  costs,  to- 
ward taking  the  hysteria  out  of  the 
money  market. 

Time  To  Turn  Bullish? 

In  sum,  without  being  an  obvious 
step  in  the  direction  of  cheaper  and 
easier  money,  the  higher  time  deposit 
interest  ceilings  represent  an  unmis- 
takable departure  from  a  year-old  pol- 
icy which  was  designed  to  cause  large- 
scale  disintermediation  and  which 
brought  the  banking  system  to  the 
verge  of  a  liquidity  crisis.  As  a  silent 
signal,  so  to  speak,  you  might  be  ill- 
advised  to  ignore  it  and  to  wait  in- 
stead for  an  unequivocal  signal  from 
the  Fed  to  justify  turning  bullish  on 
common  stocks. 

Short  of  an  official  easy-money  pro- 
nouncement, which  may  never  come, 
probably  few  of  the  traditional,  ob- 
vious signals  are  to  be  expected  soon. 
The  Fed's  discount  rate  has  been  held 
at  an  essentially  irrelevant,  low  6%; 
with  short-term  rates  still  far  higher, 
the  discount  rate  might  be  last  to 
drop.  The  current  8.5%  prime  rate  at 
commercial  banks  is  not  very  mean- 
ingful, either;  it's  available  to  few  bor- 
rowers at  best,  and  lenders'  demands 
for  large  "compensating"  balances 
have  raised  its  effective  cost  to  over 
10%.  Such  hidden  money  costs  have 
to  ease  before  highly  visible  inter- 
est rates  decline  "officially." 

Meanwhile,  other  steps,  more  or 
less  undercover,  away  from  maximum 
restraints  may  and  probably  will  be 
taken.  The  time  for  them  is  now,  ac- 
cording to  many  economists  and  re- 
portedly also  to  Administration  think- 
ing, if  an  aggravated  recession  is  to 
be  avoided.  From  this  point  of  view, 
it's  encouraging  to  note  that  the  mon- 
ey supply  in  mid-January  was  up  at 
an  annual  rate  of  more  than  5%  from 
three  months  earlier.  Thus,  even  if 
the  money-supply  curve  flattens  out 
again,  a  couple  of  months  or  so  from 
now  it  may  be  possible  to  look  back 
at  almost  half  a  year  of  new  money 
growth  at  perhaps  a  4%  rate,  which 
in  past  decades  was  enough  to  arrest 
recessions  and  help  the  economy  ex- 
pand at  a  healthy  pace. 

To  my  mind,  all  this  means  that 
tight  money— the  original  and  major 
bear  market  cause— has  been  quietly 
on  the  way  out  for  some  time.  ■ 
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THE  MARKET  OUTLOOK 

By  Sidney  B.  Lurie 


More  About  Selectivity 


In  past  columns  I've  developed  the 
theme  that  the  security-  buyer  is  liv- 
ing in  an  era  of  highly  segmented 
markets  where  all  stocks  are  not  in 
tune  with  the  direction  of  the  popular 
market  averages.  I  continue  to  feel 
that  the  key  to  portfolio  performance 
revolves  as  much  or  more  around  the 
choice  of  stocks  than  to  a  generaliza- 
tion about  the  stock  market.  This  is 
due  to  the  new  emphasis  on  selectivity 
on  the  part  of  the  professional  buyer 
who  dominates  the  marketplace.  Thus 
the  popular  view  that  aggregate  cor- 
porate earnings  are  trending  down- 
ward can  obscure  the  opportunities 
arising  from  companies  with  seeming- 
ly assured  earnings  visibihty  in  1970. 

Eastern  Gas  ic  Fuel  may  report 
1969  earnings  of  about  $1.2.5  per 
share  as  compared  with  SI. 61  in  the 
previous  year.  But  the  decline  in  earn- 
ings now  is  past  history  and  less  im- 
portant than  the  prospect  that  1970 
earnings  may  increase  sharply  and 
reach  a  new  high.  Not  only  should 
this  year's  coal  production  (which  is 
the  "swing"  area  of  the  business)  be 
free  of  the  wildcat  strikes  that  penal- 
ized last  year's  production,  but  the 
company  has  new  capacity  and  new 
contracts  that  could  bring  about  a 
better-than-40^  increase  in  output. 
Secondly,  the  tight  supply/demand 
situation  in  the  coal  industry  should 
permit  better  returns  in  the  company's 
coal  brokerage  operation. 

Thirdly,  the  profitability  of  the 
company's  barge  line  operation  is  ba- 
sically dependent  on  the  coal  indus- 
try as  a  whole  (the  bulk  of  tonnage 
carried  is  for  other  mines),  and  this 
also  should  improve  in  1970.  Fourth- 
ly, a  rate  increase  in  the  company's 
gas  distribution  subsidiary,  which 
serves  Boston  and  surrounding  com- 
munities, should  improve  the  profits 
contribution  of  this  operation.  While 
cash  dividends  are  unlikely,  it  seems 
to  me  that  Eastern  Gas  &  Fuel  is  an 
interesting  speculation  on  the  new  dy- 
namics in  the  coal  industry. 

Sometimes  earnings  progress  can 
be  recorded  by  a  cyclical  company  in 
a  recessionary  environment  because 
of  the  ehmination  of  private  prob- 
lems that  plagued  operations,  as  is 
the  case  with  International  Harvester. 

Mr.   Lurie  is  a   partner  in  the  New  York  Stock  Ex- 
change firm  of  Josephthal  &  Co. 


In  my  opinion  the  1970  outlook 
points  to  a  better  than  10%  improve- 
ment over  the  S2.30  per-share  profit 
reported  for  the  fiscal  year  ended  Oc- 
tober 1969.  The  inventory  problems 
which  plagued  the  farm  equipment 
division  have  been  solved  and  demand 
is  up,  which  means  production  this 
year  will  be  in  line  with  retail  .sales. 
Although  the  economy  has  slowed, 
incoming  orders  are  strong  in  the 
truck  division  and  the  company  has 
improved  its  competitive  position  in 
the  medium-  and  heavy-duty  truck 
field  in  which  it  specializes.  Harvester 
has  apparently  lost  money  in  its  con- 
struction equipment  division,  but  a 
new  marketing  emphasis  should  con- 
tribute to  better  results  in  the  coming 
year.  Further  gains  are  likely  in  non- 
U.S.  earnings,  which  contributed  27% 
of  the  profits  of  the  past  fiscal  year. 
Since  steps  have  been  taken  to  stream- 
line and  revitalize  the  company  in- 
ternally, it  seems  to  me  that  Harvester 
has  new  market  dynamics. 

Safes  Target  for  '75 

In  a  somewhat  different  vein  of 
thought,  there  are  reasons  for  a  long- 
term  interest  in  Itek,  a  high-technology 
company  whose  aim  is  to  double  sales 
by  1975.  For  one  thing,  I  believe  that 
Itek  has  made  significant  progress  in 
developing  a  new  product  line  of 
photosensitive  materials  that  give  it 
entre  into  market  areas  that  could  fig- 
uratively transform  the  company.  And 
although  there  is  a  time  lag  between 
a  laboratory  development  and  its  com- 
mercial acceptance,  the  company  is 
making  progress  in  its  basic  busi- 
nesses. I  believe  increased  commercial 
business  will  more  than  offset  a  de- 
cline in  government  business  and  per- 
mit 1970  earnings  to  better  estimated 
1969  profits  of  $1.90  per  share  on 
about  $150  million  of  sales:  The  com- 
pany is  broadening  its  base  in  the 
fast-growing  personal  optical  field  (it 
already  has  about  50%  of  the  safety- 
eyeglass  market)  and  the  outlook  is 
good  in  the  Business  Products  division 
(central  reproduction  equipment,  etc. ) . 

In  my  opinion  the  promising  1970 
outlook  enjoyed  by  these  different 
types  of  companies  points  up  two  un- 
derlying considerations  pecuhar  to 
1970:  1)  Generalizations  can  be  mis- 
leading,  for   there   can  be  divergent 


results  within  the  same  industry  en- 
vironment. 2)  An  attempt  to  differen- 
tiate between  so-called  glamour  stocks 
and  so-called  blue  chips  can  be  an 
oversimplification  of  the  need  for  se- 
lectivity. In  other  words,  while  I  con- 
tinue to  believe  that  this  is  essentially 
a  non-Dow-Jones  type  of  market,  the 
fact  remains  that  the  companies  with 
a  special  story  often  can  be  found  in 
the  least  expected  places.  This  is  not 
meant  to  imply  that  the  investment 
concept  of  seeking  special  growth  dy- 
namics will  come  into  disfavor.  Rath- 
er, my  point  is  that  no  one  industry, 
no  one  type  of  company,  has  a  monop- 
oly on  the  requisites  for  capturing 
attention. 

As  for  the  over-all  environment,  it's 
easy  to  generalize  and  observe  that 
the  case  for  a  constructive  view  is  on 
the  defensive.  There  is  a  wide  variety 
of  uncertainties  that  can  curb  specu- 
lative enthusiasm,  ranging  from  the 
prospective  heavy  flow  of  new  com- 
mon stock  oflFerings,  which  will  tap 
money  committed  to  the  equity  mar- 
kets, to  the  likelihood  that  the  upward 
trend  of  dividend  increases  has  passed. 
Furthermore,  the  scattered  indications 
of  the  lack  of  flexibility  in  corporate 
cost  structures  could  lead  to  more 
unpleasant  earnings  reports  in  coming 
months,  and  the  market  will  be  highly 
sensitive  to  such  reports. 

But  there  are  companies  that  can 
progress  in  the  face  of  an  uncertain 
general  cUmate.  I  still  feel  that  a 
broad  transition  period  in  the  stock 
market  is  required  to  set  the  stage  for 
the  promises  of  the  Seventies.  But  this 
shouldn't  be  a  barrier  to  a  larger  list 
of  individual  issue  success  stories  this 
year  than  last. 

On  broad  view,  this  is  a  good  time 
not  to  lose  sight  of  the  subtle  forces 
which  are  peculiar  to  this  era.  There 
has  been,  for  example,  a  fundamental 
change  in  the  complexion  of  our  econ- 
omy in  past  decades:  It  is  now  service- 
oriented  rather  than  production-ori- 
ented. This  means  that  the  decline  in 
the  physical  volume  of  industrial  out- 
put you  read  about  each  day  has  less 
significance  than  it  did  in  past  years. 
It  just  isn't  true  any  more  that  "as  goes 
steel  so  goes  the  nation." 

In  addition,  it's  worth  remembering 
that  we  are  steadily  becoming  a  bet- 
ter educated  nation,  which  means  a 
demand  for  new  products  and  serv- 
ices. Then,  too,  the  baby  boom  of  the 
Fifties  is  being  replaced  by  the  fam- 
ily formation  boom  of  the  Seventies, 
and  the  increase  in  households  will 
be  concentrated  in  the  age  group  that 
saves  less  and  borrows  more  than  our 
parents  did.  Attitudes  today  are  difi^er- 
ent  than  they  were  in  past  years,  and 
attitudes  can  contribute  as  much  to 
final  demand  as  can  basic  needs.  ■ 
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WHAT  MAKES 
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INVESTMENT  ADVISORY  SERVICE 


All  investment  advisory  services  are  not 
alike.  Bulletin-type  services  are  designed 
for  mass  consumption  and  cannot  be 
written  specifically  for  you.  On  the  other 
hand  specialized  and  technical  services 
are  not  broad  enough  to  build  a  well- 
balanced  portfolio  which  we  believe  is 
necessary  if  safety  as  well  as  growth  is 
to  be  considered. 

BABSON'S  INVESTMENT  ADVISORY 
SERVICE  IS  DIFFERENT 

•  Babson's  analyzes  your  portfolio  and 
gives  you  an  investment  plan  tailored 
especially  for  you.  •  Your  registered 
stocks  will  be  under  the  constant  surveil- 
lance of  Babson's  Research  Department 
and  you  will  be  immediately  notified  when 
our   opinion   changes   on   any   of  them. 

•  You  will  be  assigned  a  professional  in- 
vestment advisor  with  whom  you  may  con- 
sult at  any  time  by  mail,  wire,  phone,  or 
in  person.  •  As  a  Babson  client  you  will 
also  receive  the  famous  Investment  and 
Barometer  Letter  to  help  keep  you  alert 
to  economic  developments  and  stock- 
market  trends.  This  informative  letter 
throughout  the  year  will  bring  you  re- 
search reports  on  hundreds  of  stocks 
and  bonds  in  vital  industries.  •  The 
Babson  Investment  Advisory  Service  is 
directed  toward  growth  of  your  investment 
portfolio  both  in  terms  of  Income  and 
appreciation. 

A  flat  fee  of  $180.00  a  year  covers  the 
complete  service,  regardless  of  the  dollar 
value  of  your  portfolio. 

BABSON'S  IS  DIFFERENT  IN  MANY  WAYS 

—  perhaps  the  greatest  of  these  is  Bab- 
son's 65  years'  experience  in  the  invest- 
ment advisory  field. 

We  would  be  delighted  to  send  you  a 
FREE  BROCHURE  describing  in  detail 
how  Babson's  Investment  Advisory  Ser- 
vice may  be  of  great  benefit  to  you. 
Simply  mail  the  coupon  below. 


Babson's  Reports  Inc. 

Wellesley  Hills,  Mass.  02181,  Depl.  F-297 

Send  free  brochure  on  Babson's 
$180  Investment  Advisory  Service. 

Name_ 

Street  &  No 


City. 


-State. 


-Zip. 


BABSOIV'S  REPORTS 

Incoi-i>or-a.te«l 

WELLESLEY  HILLS.  MASS.  02181 
FOUNDED  IN  1904  BY  ROGER  W.  BABSON 


STOCK  TRENDS 

By  Charles  Rolo 


Follow  The  Pros— But  Not  Blindly 


LuKKiNG  in  every  professional  inves- 
tor there  is  an  amateur  howling  to  be 
let  out,  and  his  cries  are  sometimes 
heeded.  The  pro,  by  virtue  of  train- 
ing, experience  and  self-discipline,  is 
supposed  to  be  insulated  from  crowd 
psychology.  But  the  amateur-in-the- 
professional,  no  matter  how  well  bot- 
tled up,  manages  to  get  out  from  time 
to  time. 

The  point  I  am  leading  up  to  is 
this:  Buying  stocks  that  the  pros,  the 
institutional  money  managers  have 
been  buying  is  no  foolproof  method. 
This  information  is  available,  in  part, 
from  advisory  services,  knowledgeable 
brokers  and  the  Wall  Street  grape- 
vine. Many  investors  have,  in  vary- 
ing degrees,  tried  to  act  on  it.  But 
sometimes  they  find  that  they  are  fol- 
lowing the  professional  when  he  is  in 
his  amateur  phase. 

The  follow-the-leader  principle 
worked  admirably  for  long-term  in- 
vestors in  the  1950s,  when  the  mutual 
funds  were  buying  and  holding  the 
rising  Blue  Chips  and  premier  growth 
stocks.  It  worked,  too,  when  market 
leadership  passed  to  the  "perform- 
ance" fvmds  in  the  mid-1960s— at  least 
for  investors  nimble  enough  to  latch 
on  quickly  to  the  new  fashions.  It  cer- 
tainly didn't  work  in  1969;  but  then 
practically  nothing  works  in  a  bear 
market.  The  question  remains:  Will 
the  game  of  follow-the-pros  work 
again  when  the  market  emerges  from 
the  doldrums?  Let  us  take  a  hard  look 
at  some  of  the  relevant  considerations. 

Today  the  institutional  world  is 
vastly  less  homogenous  than  it  used 
to  be.  It  runs  the  entire  gainut  from 
conservative  Goliaths  to  crapshooting 
minifunds.  So  whose  leadership  are 
you  going  to  follow?  The  giant  mu- 
tual funds  are  restricted  in  their  choice 
of  investments  to  companies  with 
large  stock  capitalizations,  and  their 
mobility  in  the  marketplace  is  that 
of  an  elephant.  It  may  take  months 
to  accumulate  or  liquidate  a  position 
ol  several  hundred  thousand  shares. 

The  liabilities  of  trying  to  follow 
the  swinging  money  managers  are 
even  greater.  Many  of  them  are  mov- 
ing in  and  out  of  stocks  like  frantic 
odd-lotters.  You  may  buy  Super-Sci- 
ences Inc.  at  34  because  you  know 

A  euest  columnist,  Mr.  Rolo  is  co-manager  of  the 
Research  Dept.  of  the  NYSE  firm  of  H.   Hentz  &  Co. 


the  Whiz  Kid  fund  bought  it  at  30- 
and  later  learn  the  Whiz  Kid  fund  was 
selling  at  34. 

Ihe  Herd  Instinct 

Finally,  and  by  no  means  least, 
there  comes  the  time  when  the  pros 
succumb  to  a  crowd  psychology  of 
their  own.  The  most  glaring  example 
of  this  was  the  way  the  go-go  manag- 
ers chased  each  other  into  the  same 
stock  groups  in  the  swinging  markets 
of  1967  and  1968,  and  were  bagged 
in  the  same  galaxy  of  losers  in  1969. 
A  recent  demonstration  of  institutional 
volatility  occurred  on  Jan.  16,  when  a 
squall  of  selling,  triggered  by  IBM's 
disappointing  earnings  report,  caused 
sharp  losses  in  a  variety  of  glamour 
stocks.  In  the  previous  month,  the 
same  stocks  had  been  pushed  up  to  a 
succession  of  new  highs  by  institu- 
tional buying.  Clearly,  it's  dangerous 
to  rely  on  the  old  dogma  that  stocks 
favored  by  the  institutions  are  "in 
strong  hands."  When  the  pro  starts 
acting  like  an  amateur,  the  strong 
hands  grow  weak. 

Don't  get  me  wrong.  By  and  large, 
the  institutional  money  managers  are 
men  of  exceptional  ability  with  a  fa- 
natical dedication  to  the  job,  and  they 
have  a  large  advantage  over  the  pri- 
vate investor  in  terms  of  information. 
But  they  are  not  free  from  human 
weakness.  And  remember  this:  They 
have  special  problems  that  are  not 
those  of  the  average  investor:  lack  of 
mobility;  relentless  pressure  to  "per- 
form"; and  the  need  to  maintain  an 
"image,"  which  prompts  mutual  funds 
to  engage  in  "window-dressing"  trans- 
actions—purchases and  sales  made  just 
before  quarterly  reports,  which  are 
designed  to  hide  previous  errors. 

And  so,  to  my  point:  The  private  in- 
vestor has  one  valuable  advantage 
over  the  pros  managing  hundreds  or 
even  tens  of  millions  of  dollars— wider 
freedom  of  choice  and  flexibility.  He 
should  make  the  most  of  it.  The  domi- 
nant role  of  institutions  in  the  market 
is  a  crucial  reality.  But  don't  follow 
them  blindly.  Here  are  some  guide- 
lines to  keep  in  mind,  a  frame  of 
reference  against  which  investment 
decisions  might  be  weighed. 

1)  Be  extremely  wary  of  volatile 
stocks  in  which  the  swinging  money 
managers    are   known    (by   infoimed 
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jrokers)  to  be  already  heavily  invest- 
ed. These  managers  are  brutal  sellers, 
ind  >our  stock  will  be  killed  if  the>- 
uddenly  want  out. 

2)  I  would  think  twice  before  buy- 
ing flie  well-established  favorites  of 
the  large  funds  when  the\  are  at  or 
slose  to  new  highs.  Current  examples 
of  this  are  some  of  the  leading  drug, 
cosmetic  and  office  equipment  issues. 
rhey  are  good  long-term  holdings. 
but  at  current  levels  the  multiple  play 
powered  b\  institutional  buying  has 
probabK  run  its  course  and  the  risk- 
to-reward  ratio  is  uninviting.  If  and 
when  the  big  institutions  have  a  sharp 
change  of  mind  about  any  of  their 
current  favorites,  the  damage  can  be 
considerable.  Witness  the  sad  fate  of 
the  quahty  oils  which,  after  being 
heavily  bought  by  the  pros  in  tiie  first 
half  of  1969,  were  ruthlessK  dumped 
when  various  developments  suddenly 
clouded  the  horizon  of  the  oil  industry'. 

A  Sign  of  Improvement 

3)  On  the  other  hand,  when  the  big 
institutions  start  accumulating  thor- 
oughly depressed  issues  or  unpopular 
stock  groups,  it  is  often  a  valuable 
signal  that  an  improvement  in  the 
fundamentals  is  somewhere  down  the 
road.  Recently,  for  example,  there  has 
been  some  institutional  bargain-hunt- 
ing in  the  downtrodden  utilities  and 
renewed  interest  in  life  insurance 
stocks.  In  the  case  of  the  utilities,  the 
private  investor  can  probably  afford 
to  wait  and  watch.  The  life  insurance 
group  looks  promising  here  and  now. 
In  the  high-growth,  high-multiple 
category,  I  favor  Fidclitij  Vnkm  Life 
Insurance  (around  38).  From  a  con- 
servative standpoint.  Liberty  National 
Life  Insurance  (aroimd  22)  appears 
to  offer  a  growth  rate  somewhat  al)()ve 
the  industry  average  at  a  modest 
price/earnings  ratio. 

Of  course  the  ideal  way  to  cash 
in  on  the  power  of  institutions  is  to 
buy  today  the  stocks  they  will  be  buy- 
ing tomorrow.  Easier  said  than  done. 
A  practical  alternative,  however,  is  to 
buy  stocks  that  have  already  attracted 
some  institutional  interest  and— be- 
cause of  significant  developments- 
could  attract  a  great  deal  more.  I 
think  of  them  as  "junior  meml^ers"  of 
the  institutional  club  which  are  can- 
didates for  full  membership.  A  case  in 
point  may  be  Joy  Manufacturing  (43), 
in  which  the  funds  own  about  9%  of 
the  4.6  million  shares  outstanding.  The 
company  has  a  stake  in  air  pollution 
control,  and  the  new  coal  mine  safety 
law  should  give  a  boost  to  sales  of 
Joy's  automated  mining  equipment. 
Earnings  were  $2.55  per  share  in  fis- 
cal 1969  (ended  Sept.  30),  up  27%, 
and  this  year's  result  could  be  around 
$2.90  per  share.   ■ 
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NEW  HORIZONS 

AMER.  INVESTORS 

IVY  FUND 
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AGGRESSIVE 
GROWTH  FUNDS 

REPORT 

NOW..MTfULLrUND  COVERAGE 

under  the  experienced  supervision  of  Chas.  H. 
Thomas,  the  staff  of  AGFR  informs  you  briefly, 
concisely,  clearly,  exactly  how  to  manage  your 
funds  ...  a  complete  profitable  guide  to  mutual 
fund  investment. 

MOST  ATTRACTIVE  FUNDS 

Each  month  the  top  performing  LOAD  and  NO- 
LOAD  funds  are  rated  for  your  immediate  action. 

SUPERVISED  LIST 

Continuing  appraisal  of  funds  pre-selected  for 

maximum  growth, 

NO-LOAD /LOV\f-LO AD  FUNDS 

Continuing  rating  of  these  dynamic  growth  funds. 

AGGRESSIVE  FUNDS  APPRAISAL 

Individual  funds  analyzed  in  depth  for  growth 
potential. 

BUY /SELL  RECOMMENDATIONS 

Specific  funds  are  selected  for  your  portfolio 
additions  and  deletions. 

PLUS:  Past  Performance  Records  •  No-Load  Fund  Addresses  • 
Mutual  Fund  Highlights  •  Current  Market  Comment. 


You    will    receive    current    issue 
containing    all  ttiese   reports,   plus 
special  survey  of  selected 
NO-LOAD   FUNDS  stiowing  whicti 
3  Funds  are  rebounding  best. 


JUST  $1 


Chas.  H.  Thomos,  Inc.,  Oepl.    F-8-0 
P.O.  Bo.  667,  loj  Alios,  Colif.  94022 

Genllemen:    I    enclose   $1.    Pleose   send 
Current  AGFR  Report  plus  survey  of 
NO-LOAD  Funds, 


AGFR  is  America's  first  completely 
unbiased  newsletter  keeping  you  fully 
informed  on  important  changes  in 
Aggressive  Growth  Funds  each  month. 


Gtr. 


Slot*. 


lip. 
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The  Funds 


A  Boutique  No  More 


What?  Another  "depai-tnient  store 
of  finance"?  He  doesn't  quite  put 
it  in  that  cliche,  but  that  is  the 
general  direction  Jerome  C.  Eppler 
is  taking  California-based  ISI  Corp., 
which  runs  the  SSOO-million-assets 
ISI  Trust  Fund. 

ISI  started  life  not  as  a  depart- 
ment store,  but— to  sta\  with  the 
metaphor— as  a  specialt\  store.  A 
\er\  successful  one.  It  was,  \ou 
might  say,  an  insurance-stock  bou- 
tique. When  insurance  stocks  were 
hot  in  the  earh  Sixties,  ISI  Trust 
Fluid  did  a  land-office  business  be- 
cause it  ga\e  investors  a  hand> 
wav  to  bin  a  di\ersified  portfolio 
of  insinance  stocks.  When  \oirre 
buying  fa.shion,  as  ISI  customers 
were,  who  worries  about  the  price? 
ISI  not  onh  charged  shareholders 
an  initial  load  fee  of  S%,  it  set 
things  up  so  investors  would  ha\e 
to  pa\  5'f  more  e\er\'  ten  years 
merely  to  stay  in  the  fund. 

But,  as  often  happens  to  .spe- 
cialty stores,  ISI's  specialty  lost  its 
glamour.  Insurance  stocks  dropped 
sharpK .  So  did  ISI's  asset  \alue. 
Redemptions  poured  in.  ISI  Corp.'s 
stock  plunged  from  S28  a  share  in 
I964toS.5in  1967. 

At  that  point  |err\  Eppler  took 
over.  Eppler  became  in\"ohed  in 
ISI  through  an  investment  manage- 
ment firm  he  nins  from  Morristown. 
X.J.  Among  his  principal  clients 
are  Te.xas  multimillionaires  Perr\  R. 


Btjss,  John  Murchison,  Clint  Mur- 
chison  Jr.  and  Don  D.  Harrington, 
as  well  as  the  Sid  \\'.  Richardson 
Foundation,  all  of  whom  bought 
large  chimks  of  ISI  stock  between 
1956  and  1958.  A  sort  of  Eastern 
outpo.st  for  Te.xas  money,  Eppler 
represents  one  or  more  of  his 
wealth}  clients  as  a  director  of  Al- 
leghen\  .Airlines,  Swift  &  Co.,  West- 
mont  Life  Insurance  and  Recogni- 
tion Ecjuipment.  When  ISI  stock 
plimged,  Bass,  Harrington  and  the 
Murchisons  asked  Eppler  to  take 
over  their  company. 

Since  becoming  chairman,  Ep- 
pler has:  introduced  four  new  mu- 
tual funds  (two  limited  to  institu- 
tional investors ) ;  eliminated  the  re- 
striction that  ISI  Trust  onh  bu\" 
insurance  stocks;  bought  an  invest- 
ment banking  hou.se  and  a  retire- 
ment planning  firm:  accelerated 
ISI's  expansion  outside  of  Califor- 
nia (some  90't  of  its  fundholders 
were  within  the  state  1 ,  increased 
ISI's  ahead)  substantial  life  insur- 
ance business:  lured  a  swami  of 
imder-40  nione\  men  from  other 
funds  and  Wall  Street  to  his  San 
Francisco  headquarters. 

'■Ever\l)od>  told  me  ISI  had  a 
ratty  name  in  California,  but  I 
don't  care  how  tarnislied  a  name 
is,"  says  Eppler.  "I  think  financial 
services  has  a  d>  namic  future  and 
we  are  going  to  make  ISI  a  leader 
in  it." 


Jerome  C.  Eppler 

So  Eppler  is  turning  a  onetime 
boutique  into  a  department  store. 
That  way  he  may  be  able  to  bail 
out  his  and  his  clients'  investments. 

It  w  ould  have  been  so  much  eas- 
ier, though,  if  thev  had  done  all 
these  things  when  ISI  was  still  rid- 
ing high. 


A  Sure  Thing— A/most 


Among  those  suffering  from  the 
fall  of  American  Telephone  &  Tele- 
graph stock  from  75  (in  1964)  to 
50  have  been  AT&T  employees. 
For  years  Ma  Bell  encouraged  its 
emplo\ees  to  invest  in  company 
stock  by  offering  it  at  a  discoimt 
from  the  market  price— nomialK 
about  I5'l.  Even  with  the  chscount 
and  di\idends,  few  employee- 
stockholders  ha\e  realized  a  profit 
in  recent  years. 

Starting  last  JuK.  about  185,()()() 
.■\T&T  employees  u  ere  gi\  en  a  new 
choice:  Instead  of  only  AT&T  stock. 
the>-  could  put  up  to  10?  of  their 
salar\  either  into  government  bonds 
or  into  a  diversified  etiuitN  fund 
run  by  Bankers  Trust.  Whate\  er  the 
choice.    AT&T    would    match    half 


the  emplo>ee's  contribution,  up  to 
6^?.  So  far,  it  looks  as  though 
roughly  S5  million  a  month,  335  of 
the  plan's  present  monthh  cash 
flow,  is  still  going  into  AT&T  stock. 
Of  the  other  SIO  million,  about 
S2.5  million  is  going  into  govern- 
ment obligations,  and  about  S7.5 
million  into  the  equity  fund.  This, 
needless  to  sa\ ,  is  a  nice  piece  of 
change  for  Bankers  Tru.st;  at  the 
current  rate,  the  .\T&T  equit\  fund 
will  have  as.sets  of  S450  million  or 
more  by  1975. 

Fifteen  years  ago  oiiK  a  hand- 
ful of  companies  had  emplo\ee  sav- 
ings plans.  Toda\  the\  are  big  busi- 
ness, eagerly  .sought  after  b>'  banks, 
mutual  fimds  and  other  mone\ 
management    groups.    Some    57    of 


the  largest  100  companies  in  the 
country  offer  them.  The  total  assets 
of  emplo\ee  savings  plans  ma\ 
well  be  S12  billion-S15  billion.  The 
amount  administered  b\  Bankers 
Trust,  a  leader  in  the  field,  has 
giown  from  $86  million  12  vears 
ago  to  SI. 4  billion  in  1969. 

Tenns  var\  enormousK',  but  in  a 
t\pical  plan  tlie  compan\'  puts  in 
50  cents  for  e\er\  SI  the  employee 
puts  in.  Some  companies,  such  as 
Continental  Insurance,  go  as  high 
as  81  for  81- thus  gi\ing  the  em- 
ployee a  strong  incenti\e  to  sa\e. 
Not  surprisingly,  the  usual  plan 
attracts  SO'i  participation  by  eligi- 
ble emploNees.  It  the  mone\'  is  well 
invested,  the  lexeraging  effects  of 
capital  gains  and  di\idends  aiid 
compan\  contrilnitions  on  the  em- 
ploxee's  contribution  can  be  tre- 
mendous.    For    example.     SIOO    a 
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inonth  for  ten  \ears  in  a  plan  with 
50?  matching  and  an  average 
growth  rate  of  6%  would  grow  in- 
to over  816,000. 

If  the  entire  fund  can  be  invest- 
ed in  the  company's  own  stock,  so 
much  the  better  for  the  company. 
Management  benefits  from  having 
stock  in  friendly  hands,  and  from 
giWng  emplo\ees  a  stronger  sense 
of  participation  in  the  company. 
And  all  stockholders  benefit  from 
the  fact  that  the  trustee  is  regularly 
bidding  for  stock,  no  small  support 
in  a  weak  market. 

Another  advantage  is  that  a 
company  frequently  does  not  have 
to  pa\'  out  all  of  the  money  it  sets 
aside.  If  an  employee  quits  before 
acquiring  title  to  his  share  of  the 
savings  plan  (acquiring  it  normal- 
ly takes  several  years),  company 
contributions  to  his  account  are 
usually  used  to  cut  future  company 
pa\-ments  into  the  plan,  rather  than 
credited  to  the  plan  members. 

"Generally,  savings  plans  cost 
companies  less  than  profit-sharing 
plans,"  says  Howard  Koster,  a 
Bankers  Trust  vice  president  who 
heads    its   savings-plan    operations. 

How  good  a  deal  are  these 
plans  for  the  employees?  With  more 
plans  including  diversified  equity 
funds,  it  depends  partly  on  how 
well  the  fund  is  managed.  Unfor- 
tunately, many  plans  are  run  by 
banks  picked  probably  more  on 
their  ability  to  handle  paper  work 
than  to  manage  money.  And  many 
companies  don't  tell  their  em- 
ployees precisely  how  well— or  how 
badly— their  stock  fund  did  during 
the  past  year. 

There's  a  further  problem  too. 
Most  plans  require  that  a  large  part 
of  the  money  be  invested  in  com- 
pany stocks.  That's  okay  in  a  com- 
pany hke  Coca-Cola  or  Merck, 
where  the  stock  and  the  company 
have  steadily  grown.  But  in  a 
company  hke  A&P  or  U.S.  Steel, 
where  both  the  company  and  the 
stock  have  been  lagging,  the  em- 
ployee is  left  in  the  uncomfortable 
position  of  having  both  his  savings 
and  his  job  in  the  same  basket. 

Then,  some  of  the  benefits  be- 
come habihties.  Hence  the  trend  to 
mixed  plans  such  as  the  new  AT&T 
one,  where  the  employee  has  a 
three-way  choice:  a  kind  of  a  mu- 
tual fund;  the  company's  own 
stock;  or  bonds. 

As  usual,  there  is  no  such  thing 
as  a  sure  thing. 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 
The  offer  is  nude  only  by  the  Prospectus. 


$100,000,000 

Province  of  Ontario 

(CANADA) 

Thirty  Year  9H%  Debentures 

Dated  February  15. 1970  Due  February  15, 2000 


Price  99% 

and  accrued  interest 


Copies  of  the  Prospectus  ate  obtainable  m  any  State  from  only  such  of  the  under- 
signed and  such  othei  dealers  as  may  lawfully  offer  these  securities  in  such  State. 


Drexel  Harriman  Ripley 

INCOKrOftATEO 

The  First  Boston  corporation 


Wood,  gundy  &  Co.,  Inc. 

Halsey,  Stuart  t  Co.  Inc. 
Salomon  Brothers  *  Hltzler  Smith,  Barney  a  Co.  A.  E.ames*Co. 

INCOKPOKATCD  INCOKTOKATED 

The  Do.mimon  Securities  Corporation  McLeod,  Young, Weir,  Incorporated 

Lehman  Brothers  White,  Weld  &  Co. 

Bell,  Gollvlock  a  Company  Mills,  Spence  &  Co.  Inc. 

INCOKFOKATVD 

Nesbitt  Thomson  Securities,  Inc.  Burns  Bros.  &  Denton,  Inc. 

Greenshields  a  Co  Inc       Harris  a  Partners  Inc.       Midund  Canadian  Corporation 

PnriELD,  Mackay  t  Co.,  Inc.        Richardson  Securities,  Inc.        Royal  Securities  Inc. 

Equitable  Canada  Incorporated  Gairdner  &  Company  Inc. 

January  26, 1970 


A  NO-LOAD  Mutual  Fund 

ROWE  PRICE 
NEW  ERA 


FUND 


INC. 


Objective:  Capital  Appreciation.  The 

Fund  will  seek  capital  growth  in  any 
industry  but  it  believes  opportunities 
are  especially  promising  in  companies 
engaged  in:  Real  Estate  •  Natural 
Resources  Development  •  Scientific 
and  Technological  Research  and 
Development  •  Consumer  Services 

NO  SALES  CHARGE 

Mail  coupon  for  free  prospectus 


Rowe  Price  New  Era  Fund,  Inc. 

One  Charles  Center,  Dept.  C 

Baltimore,  Maryland  21201  (301)  539-1992 

Name 


Address. 
City 


_State_ 


Zip  Code- 


T.  ROWE  PRICE 
GROWTH  STOCK 
FUHDJHC. 

.  IISO 

A  NO-LOAD  FUHO 

Investing  in  stocks 

carefully  selected  for  longterm 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

MO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


I  T.  Rowe  Price  Growth  Stock  Fund,  Inc. 

I    One  Charles  Center,  Oept.B 
Baltimore,  Md.  21201 

I 
I 


Nimi. 


M4tlH  . 


.J!». 
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Tkil  advertisement  Is  neither  an  oger  to  sell,  nor  a  solicitation  oj  an  ofjer  to  buy,  any  of  these  securities. 
Tttis  ofering  is  made  only  by  the  Prospectus. 


Januar>'  23, 1970 


raonfori 


1,000,000  Shares 


kL 


iililillMiili 


^  Monfort  of  Colorado,  Inc. 


Common  Stock 

($1.00  Par  Value) 


Of  the  1 ,000,000  shares  of  Common  Stock  offered,  800,000  shares  are  to  be  issued  and 
sold  by  the  Company  and  200,000  shares  are  to  be  sold  by  the  Selling  Stockholders. 


Price  $16  per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from  only  such  of  the  undersigned 
as  may  legally  offer  these  securities  in  compliance  with  the  securities  laws  of  such  State. 


Walston  &  Co.,  Inc. 
Goldman,  Sachs  &  Co.       Paine,  Webber,  Jackson  &  Curtis       Paribas  Corporation 


Faulkner,  Dawkins  &  Sullivan 

Securities  Inc. 


Bache  &  Co.      Bear,  Stearns  &  Co.      Clark,  Dodge  &  Co.      Dominick  &  Dominick, 

Incorporated  Incorporated  Incorporated 

Hayden,  Stone 

Incorporated 


Francis  I.  duPont,  A.  C.  Allyn,  Inc.  Goodbody  &  Co. 

E.  F.  Button  &  Company  Inc.      W.  E.  Hutton  &  Co.      Ladenburg,  Thalmann&Co. 


W.  C.  Langley  &  Co. 
Shearson,  Hammill  &  Co. 

Incorporated 


R.  W.  Pressprich  &  Co. 

locorporated 

Shields  &  Company 

Incorporated 


Reynolds  &  Co. 
G.H.  Walker  &  Co. 

Incorporated 


This  advertisement  is  neither  an  offer  to  sell  nor  the  solicitation  of  an  offer  to  buy 
any  of  these  securities.  The  offering  is  made  only  by  the  Prospectus. 

New  Issue  January  21,  1970 

375,000  Shares 

PRUDENTIAL  FUNDS,  INC. 

Common  Stock 

($.10  par  value) 


Price  $21  per  share 


Copies  of  the  Prospectus  may  be  obtained  in  any  state  from  such 

of  the  several  Underwriters.,  including  the  undersigned, 

as  may  lawfully  offer  the  securities  in  such  state. 


Bacon,  Whipple  &  Co. 
Alex.  Brown  &  Sons  W.  E.  Hutton  &  Co. 


Reynolds  &  Co. 


Shearson,  Hammill  &  Co. 

Incorporated 


READERS  SAY 


( Continued  from  page  12 ) 

For  Lack  of  Buih-ln  Obso/escence 

Sir:  Apropos  your  very  excellent  ar- 
ticle on  du  Pont  in  the  Dec.  15  issue, 
perhaps  their  downfall— if  you  can  call 
it  such— lies  in  the  excellence  of  their 
products.  I  have  been  wearing  their 
."spun  nylon"  socks— the  same  ones— for 
12  years,  and  they  just  don't  wear  out. 
In  desperation,  I  throw  a  pair  out  once 
in  a  while,  but  they  are  still  good.  Prior 
to  this,  my  hose  tore  like  mad.  Could  this 
be  an  analogy  of  their  weakness? 

—William  Bierman 
New  York,  N.Y. 

Sir:  You  refer  to  Dacron  as  "a  great 
du  Pont  breakthrough."  To  keep  the  rec- 
ord—and your  readers— straight,  polyester 
fibre  which  du  Pont  markets  under  that 
brand  name  was  discovered  in  the  lab- 
oratories of  the  Calico  Printers'  Associa- 
tion at  Accrington,  Lancashire,  England, 
in  1941,  and  Imperial  Chemical  Indus- 
tries, who  were  asked  to  help  in  its  de- 
velopment, spun  their  first  yam  in  1944. 

—Gordon  Long 

Public  Relations, 

Imperial  Chemical  Industries  Ltd. 

MUlbank,  London,  England 

As  a  Matter  of  Fact  .  .  . 

Sir:  You  mention  Tezuka  Kosan  Co. 
Ltd.'s  research  (Forbes,  Jan.  15),  tout- 
ing its  refuse  compression  system,  and 
go  on  to  state,  "Another  Japanese  com- 
pany is  working  on  a  'car  cooker'  or 
'carbecue.'  "  The  "Carbeque"  was  invent- 
ed and  manufactured  by  Tezuka  Kosan 
Co.,  Ltd.,  and  the  world's  first  auto- 
mated Car-B-Que  is  presently  in  opera- 
tion in  our  Chicago  scrap  yard.  We  have 
invested  almost  a  million  dollars  that 
says  this  idea  is  not  "as  ludicrous  as  a 
first  glance  suggests,"  as  mentioned  in 
your  article. 

—Ralph  Michaels 

President, 

Hyman-Michaels  Co. 

Chicago,  111. 

Sir:  While  much  of  what  was  con- 
tained in  the  article  reflects  an  impres- 
sive perspective  on  the  problems  of  solid 
wastes  management,  I  was  disappointed 
in  your  understanding  of  the  field.  Our 
Association  represents  over  2,000  con- 
tractors. The  sophistication  developing 
in  this  field  is  extremely  impressive.  Your 
comment  that  our  industry  has  attracted 
the  worst  elements  of  organized  crime 
is  an  injustice  to  the  contractors  ac- 
tive in  this  field.  Any  knowledgeable 
observer  of  the  field  will  tell  you  that 
such  examples  represent  an  infinitesimal- 
ly  small  percentage  of  contractors  in-  the 
field. 

—Harold  Gershowitz 

Executive  Director, 

National  Solid  Wastes 

Management  Association 

Washington,  D.C. 
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■xisimie-mti: 


DIVIDEND  NOTICE 

.More  than  780,000  owners  of 
Standard  Oil  Company  (New 
Jersey)  will  share  in  the  earn- 
ings of  the  Company  by  a  divi- 
dend of  W<?  per  share  declared 
January  29,  1970  and  payable 
March  10.  1970  to  shareholders 
of  record  I-ebruary  13,  1970. 

1970  is  the  88th  consecutive 
year  in  which  cash  dividends 
have  been  paid. 

Standard  Oil  Company 

iNeu-  Jersey  J 


£ssa 


The  man  \A/hose 
job  you  \A/ant 
reads  FORBES 
Magazine 

Forbes:  capitalist  tool 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  partner 

JOHN  W.  SCHULZ 


A 


ABRAHAM  &CO. 

Members  New  York  Stock  Exchange 

and  other  leading  Exchanges 

120  Broadway,  New  York,  N.  Y.  10005 
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THOUGHTS . . . 


ON  THE 
BUSINESS  OF  LIFE 


The  spirit  of  politeness  is  a  desire 
to  bring  about  by  our  words  and  man- 
ners, that  others  may  be  pleased 
with  us  and  with  themselves. 

—Charles  de  Montesquieu 


Civility  costs  nothing  and  buys  ev- 
erything. 

—Mary  Wortley  Montague 


If  you  will  please  people,  you  must 
please  them  in  their  own  way. 

—Lord  Chesterfield 


Politeness  is  the  result  of  good  sense 
and  good  nature. 

—Oliver  Goldsmith 


Politeness  has  been  well  defined  as 
benevolence  in  small  things. 

—Thomas  Macaulay 


To  live  is  not  to  live  for  one's  self; 
let  us  help  one  another. 

— Menander 


It  is  the  ignorant  and  childish  part 
of  mankind  that  is  the  fighting  part. 

—Ralph  Waldo  Emerson 


He  was  so  generally  civil  that  no- 
body thanked  him  for  it. 

—Samuel  Johnson 


When  a  great  merchant  of  Liverpool 
was  asked  by  what  means  he  had  con- 
trived to  realize  the  large  fortune  he 
possessed,  his  reply  was,  "By  one  ar- 
ticle alone,  in  which  thou  mayest  deal 
too,  if  thou  pleasest— it  is  civilit\ ." 

—Richard  Bentley 


Manners  make  often  fortinies. 

—John  Ray 


Let  your  countenance  be  pleasant, 
but  in  serious  matters  let  it  be  some- 
what grave.      —George  Washington 


A  man  can  buy  nothing  in  the  mar- 
ket with  gentility.      —William  Cecil 


B.  C.  FORBES 

Politeness  is  the  hallmark  of 
the  gentle-man  and  the  gentle- 
woman. No  characteristic  will 
so  help  one  to  advance,  wheth- 
er in  business  or  society,  as 
politeness.  Competition  is  so 
keen  today,  there  is  so  much 
standardized  merchandise,  there 
are  so  many  places  where  one's 
wants  can  be  supplied,  that 
the  success  or  failure  of  a 
business  can  depend  on  the 
ability  to  please  customers  or 
clients.  Courtesy— another  name 
for  politeness— costs  nothing, 
but  can  gain  much  both  for  an 
individual  and  for  an  organiza- 
tion. 


Your  worst  enemy  is  always  a  man 
of  your  own  trade. 

—Spanish  Proverb 


The  more  courtesy,  the  more  craft. 
—John  Clarke 


Business  exists  to  serve  customers, 
and  unless  it  does  that,  it  fails. 

—William  Feather 


*  You  see,  among  men  who  are  hon- 
ored with  the  common  appellation  of 
gentleman,  many  contradictions  to 
that  character.         —Richard  Steele 


Rudeness  is  better  than  any  argu- 
ment; it  totally  eclipses  intellect. 

—Arthur  Schopenhauer 


We  cannot  always  oblige,  but  we 
can  always  speak  obligingly. 

—Voltaire 


Thoughtfulness  for  others,  generos- 
ity, modesty  and  self-respect  are  the 
qualities  which  make  a  real  gentle- 
man or  lady.  —Thomas  Huxley 


There  is  no  policy  like  politeness; 
and  a  good  manner  is  the  best  thing  im 
the  world  either  to  get  a  good  name, 
or  to  supply  the  want  of  it. 

—Edward  Bulwer-Lytton 


A  gentleman  is  a  man  who  never 
insults  anyone  unintentionally. 

-P.  G.  IVENS 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $6.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  (Sales 
tax:  Netc  York  State,  from  3%  to 
6%;  New  York  City,  6%.) 


A  Text . ♦ . 


Sent  in  by  John  J.  Jaworski,  Lin- 
croft,  N.J.  What's  your  favorite 
text?  The  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of  Life 
is  presented  to  senders  of  texts 
used. 


Let  there  be  no  strife,  I  pray  thee  .  .' . 
for  we  be  brethren. 

—Genesis  13:8 
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We're  helping  the  jet  sett 


Visit  any  major  airport  almost  any  time 
and  it  won't  surprise  you  that  Americans 
are  flying  at  the  rate  of  160  million 
passengers  a  year. 

But  apart  from  inconvenience  caused 
by  overcrowded  terminals  and  occasional 
weather  delays,  jet  service  is  superb.  The 
planes  are  clean  and  fast.  They  mostly 
operate  right  on  time.  Hot  gourmet-type 
food  is  the  rule  rather  than  the  exception 
And,  amazingly,  the  more  than  a  quarter 


billion  pieces  of  baggage  per  year  get  to  th< 
claiming  areas  just  about  as  soon  as  their 
owners. 

At  FMC,  we  give  all  credit  to  the  airline 
employees  who  do  such  a  great  job,  but  we 
do  considerable  aiding  and  abetting.  Our 
mobile  service  units  help  clean  up  incoming 
jets,  re-supply  them  and  ready  them  for 
take-off.  Our  food  carriers  allow  stew- 
ardesses to  serve  deliciously  hot  meals  to 
a  planeload  of  passengers.  And  if 


PRIMCIPAL  PRODUCTS  AVISCO  libers  , 

oil  industry  equipment  d  FMC  lood  process 


pacKaging  dims,  industrial  strappings  n  BOLENS  compact  Iraotors  a  CHICAGO  waste  treatment  systems  o  CHIKSAN,  OC  T  WEC 
Kessing  equipment,  packaging  4  converting  machinery,  systems  engineering  a  FMC  industrial  chemicals  o  FMC  defense  nviie'' 


serve  you  better. 

vu  find  your  luggage  waiting  for  you 

n  you  de-plane,  it  may  be  because  the 
iiiine  uses  FMC's containerized  baggage- 
hndling  equipment. 

And  we're  helping  even  more  as  new 
j  mbo  jets  give  a  big  lift  to  air  transporta- 
t)n.  Developing  products  for  jet  age  travel 
i  another  way  FMC  puts  ideas  to  work. 
1  )r  more  information  about  our  company, 
vite  FMC  Corporation,  Executive  Offices. 
^Sn  Jose,  California  95106. 


CORPOR/tllON 


FMC  CORPORilTION' 

Putting  ideas  to  work  in  Machinery  Chemicals  Defense  Fibers  &  Films 


tUNDERSON  railcars  4  marine  vessels  d  JOHN  BEAN  agricultural,  automotive,  airline.  4  fire  fighting  equipment  a  LINKBELT  power  transmission,  materials 


1bst-dri  ve  the  1970  Volkscopier. 


Its  name  is  the  Savin.  And  like  that 
other  machine,  it's  packed 
with  mechanical  innovations, 
instead  of  frills. 
The  Savin  is  an  electrostatic  office 
copier  that  uses  a  roll  of  copy-paper 
instead  of  a  stack  of  sheets.  That 
innovation  virtually  eliminates  copy- 
paper  jamming— a  major  cause  of 
copier  breakdowns. 
Something  else:  Savin  increases 
copier-paper  mileage.  Reason: 
Savin  cuts  copies  to  the  length  of  the 
original— legal  size,  letter  size, 
almost  any  size.  That  innovation 
could  reduce  copy-paper  costs  up 
to  50% .  So  that  you  can  not  only 
affordthe  copier,  but  also  thecopies. 


And  the  Savin  parks  anywhere.  On  ; 

desk.  Table.  Its  own  console.  It  cop 

anything  any  other  copier  can. 

And  some  things  other  copiers  can' 

The  Savin  runs  on  ordinary  1 10  volt' 

power,  instead  of  high-test  220.  Yet 

it's  fully-automatic.  And  it  never 

overheats,  so  it  requires  no  special; 

cooling. 

Call  your  nearby  Savin 

representative.  Tell  him  you  want  a 

test-drive  demonstration  of  the 

1970  Volkscopier. 

The  copier  whose  innovations  are 

under  its  hood.  Where  they  really 

count. 

Savin  Business  Machines  Corporal 

161  Sixth  Ave.,  New  York,  N.Y.  lOO", 
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SAVIN  COPIERS  WE  LOVE  TO  REPEAT  OURSELV 
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Simmons  Says 

Do  YOU  KNOW  who  you  are? 

We  don't  mean  you  personally.  We  mean  you  as  a  member  of  the  audi- 
ence of  Forbes. 

There  are  more  than  1.5  million  of  you,  625,000  who  pay  for  the  maga- 
zine, about  900,000  who  borrow  it  from  someone  else.  Every  year,  W.R. 
Simmons  &  Associates  Research,  Inc.  makes  a  study  of  you,  along  with  the 
readers  of  other  publications.  The  preliminary  1970  figures,  covering  63 
publications,  are  just  out. 

First  of  all,  did  you  know  that  you  are  the  most  prosperous  magazine 
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audience  in  the  U.S.?  Twenty-two  and  three-tenths  percent  of  you  have 
incomes  of  $25,000  a  year  or  more.  Among  our  immediate  competitors, 
only  19.5%  of  Fortune's  readers  are  in  the  $25,000-and-up  class;  only 
14%  of  Business  Week's. 

The  majority  of  you  have  income  from  stocks  and  bonds,  77.8%,  as 
compared  with  53.8%  of  the  Fortune  audience  and  39.1%  of  Business 
Week's  readers. 
•  Even  more  of  you  have  incomes  from  interest  on  savings  accounts, 
78.1%.  Fortune,  61.8%;  BusinessWeek,  50.8%. 

Understandably,  nearly  three-fifths  of  you  are  in  the  professional- 
managerial  class,  57.8%.  This  is  slightly  more  than  Fortune's  audience, 
55.4%,  and  considerably  more  than  Business  Week's,  47.9%. 

Exactly  60%  of  you  are  between  35  and  64,  the  decision-making  ages. 
Fifty-three  and  four-tenths  percent  of  Business  Week's  readers  are  in 
that  bracket;  only  44.2%  of  Fortune's. 

You  read  Forbes  at  home,  68.6%  of  you,  compared  with  55.1%  who 
read  Fortune  at  home  and  50.2%  who  read  Business  Week  at  home.  At- 
home  readership  tends  to  be  thorough  readership,  not  the  flip-and- 
glance  type  typical  of  office-delivered  publications. 

The  Simmons  study  from  which  these  figures  come  is  "must"  reading 
on  Madison  Avenue.  It  tells  the  advertising  community  what  kind  of  an 
audience  the  various  magazines  have  assembled;  increasingly  advertisers 
are  interested  in  "who"  rather  than  merely  "how  many."  Forbes  has  as- 
sembled an  audience  that  is  both  worthwhile  and  responsive.  This  is 
why  the  number  of  advertising  pages  in  Forbes  rose  13%  last  year,  while 
advertising  revenue  increased  26%,  even  as  Fortune's  pages  fell  6%  and 
Business  Week's  5%.  ■ 
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The  Mysferious  Bast 

In  what  will  be  the  only  current 
scheduled  service  overseas  by  a 
U.S.  bus  operator,  Greyhound  is 
setting  up  a  subsidiary  to  provide 
bus  service  between  major  Korean 
cities.  The  buses  will  travel  over  a 
turnpike  system  scheduled  eventu- 
ally to  be  1,000  miles  long,  which 
will  provide  a  fairly  good  transpor- 
tation grid  in  a  country  the  size 
of  Indiana.  The  281-mile  stretch 
of  four-lane,  limited-access  high- 
way between  the  cities  of  Pusan, 
Seoul  and  Inchon  is  already  two- 
thirds  complete  and  should  be  fin- 
ished by  the  middle  of  this  year. 

Sad  Trip  Home 

American  executives  who  work 
abroad  usually  find  they  get  great- 
er prestige  and  luxuries  than  they 
would  in  the  same  job  at  home, 
and  the  same  goes  for  Japanese 
businessmen  working  in  the  U.S. 
For  example,  Matsushita  Electric 
Corp.  of  America,  which  imports 
Panasonic  radios,  TVs  and  similar 
products,  keeps  its  Japanese  execu- 
tives here  for  five  years  before  re- 
turning them  to  Japan.  This  works 
fine  in  terms  of  keeping  the  U.S. 
operation  in  touch  with  home-office 
thinking,  but  it  is  hard  on  the  Jap- 
anese. Ira  Perlman,  manager  of  ad- 
ministration, says  that  although  five 
years  is  barely  time  enough  to  be- 
come Americanized,  it  is  plenty  for 
the  Japanese  executive  to  come  to 
enjoy  working  in  the  U.S.  and  tak- 
ing for  granted  such  things  as  his 
own  car  and  telephone.  "We've 
found  that  the  Japanese  executive 
is  reluctant  to  leave,"  says  Perl- 
man,  "and  when  he  goes  back,  he 
generally  returns  to  a  position  with 
less  prestige." 
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Whe^e  the  Action  Is 

When  would  the  president  of  a 
$3- billion  company  become  chair- 
man of  a  little  $60-million-sales  sub- 
sidiary? When  tlie  subsidiary  loses 
$20  million  and  depresses  the  par- 
ent company's  earnings,  that's 
V.  }ien.  President  Da%'id  Lewis  of  Mc- 
Dorinell  Douglas  Corp.  did  just  tlv.u 


late  last  year  by  becoming  chair- 
man of  McDonnell  Douglas'  Con- 
ductron  subsidiary,  after  the  latter 
had  suffered  substantial  losses  on  its 
contract  with  Lockheed  to  build 
simulators  for  the  troubled  C-5A 
military  transport.  Beyond  admit- 
ting that  Lockheed  is  being  pressed 
for  contract  adjustments  to  cover 
the  losses,  neither  Lewis  nor  any- 
one else  at  Conductron  is  talking 
much;  Lockheed  will  only  say  that 
Conductron's  plea  for  an  adjust- 
ment is  "under  consideration." 

Surprise! 

President  Keith  R.  Breeman  of 
Westec  Corp.,  the  Houston,  Tex. 
conglomerate  that  collapsed  in 
1966  amid  a  swarm  of  official 
charges,  accusations  and  lawsuits, 
remarked  sadly  last  month  that 
Westec  was  having  trouble  making 
any  new  mergers.  Said  he:  "When 
we  talk  to  possible  merger  partners 
about  taking  Westec  stock,  they 
sort  of  back  away  from  us.  It's 
highly  emotional. " 

Michelin,  Where  Art  Thou? 

Gastronomes  have  always  feared 
the  worst  about  U.S.  restaurant 
cooking,  and  now  they  have  figures 
to  back  them  up.  Market  research 
outfit  Audits  &  Surveys  reports 
that  of  the  359,000  U.S.  eating  es- 
tablishments, over  half,  or  193,000, 
are  of  the  counter-service  variety. 
And  while  the  number  of  restau- 
rants of  all  kinds  decreased  slight- 
ly in  the  last  five  years,  the  number 
of  drive-ins  increased  by  46%  to 
10%  of  the  total. 

If  She  Could  Only  Cook 

The  rapidly  disappearing  mom- 
and-pop  grocery  store  is  getting  a 
new  trial  in  a  space-age  version  by 
San  Diego's  TeleMart  Enterprises. 
Telemart  plans  to  open  July  4  a 
warehousing-distribution  center   to 


serve  an  anticipated  3,000  orders 
per  day  from  a  415-square-mile 
area  around  San  Diego.  The  oper- 
ation will  use  the  old-fashioned 
telephone  order  system,  but  a  "talk- 
ing" computer  named  Clara  will 
act  as  order  taker,  shopper,  cashier, 
bookkeeper,  biller  and  delivery 
router.  For  a  $3  permanent  mem- 
bejship  fee,  the  housewife  gets  a 
qua'rterly  produce  catalog,  low-cost 
home  delivery,  monthly  billing  and 
a  100%  money-back  guarantee. 

Old  King  Coke 

It's  gospel  among  consumer  mar- 
keters that  the  way  to  really  grow 
is  to  bring  out  a  steady  flow  of 
new  products.  Maybe,  but  take  a 
look  at  Coca-Cola  Co.,  which 
racked  up  sales  last  year  of  about 
$1.3  billion,  up  some  10%  from 
the  level  of  1968.  Coke  has  been 
far  from  a  laggard  in  introducing 
new  products.  But  marketing  di- 
rector Richard  Harvey  remarked 
recently  that  the  product  with  the 
biggest  gain  was— you  guessed  it- 
old  standby  Coke. 

Shattering  News 

Construction  of  the  800-niile 
Alaskan  oil  pipeline  is  going  to  cre- 
ate some  unprecedented  blasting 
problems.  The  pipeliners  will  first 
have  to  blast  a  channel  through  the 
pennafrost- an  aggregation  of  grav- 
el, sand  and  silt  frozen  hard  as 
concrete— and  do  so  without  form- 
ing craters  that  could  cause  eco- 
logical damage  and  complicate 
pipe  installation.  Equally  impor- 
tant, with  temperatures  that  plunge 
as  low  as  forty  degrees  below  zero, 
the  explosive  materials  will  have  to 
be  such  that  they  do  not  freeze  or 
otherwise  change  their  character- 
istics in  the  cold.  All  told,  it's  going 
to  take  something  like  20  million 
pounds  of  special  explosive  to  do 
the  job. 
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CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  a 
month  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  D  1  year  $9.50,  D  2 
years  $15,  D  3  years  $19.  Pan-Amer- 
ican and  foreign  orders,  please  add 
$4  a  year.  Payment  should  be  sent 
with  all  orders  from  outside  the  U.S.A. 

Subscription  Sen/ice  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name  (please  print) 


New  Address: 


City"" 
Stale" 


Tip" 


F-4826 
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The 
helpful 

bank. 

We  can  stop  your  international 
bankinsi  problems  before  they  start. 

RoyaL 


Why  not  make  international  banking 
easy  for  yourself.  Let  the  Royal  help  you. 
We  have  the  experience,  facilities  and 
specialized  departments  ready  to  go  to  work 
for  you.  And  we  can  do  it  for  you 
anywhere.  We  can  give  you  accurate  credit 
.information  . .  .  get  you  in  to 
see  important  local  people  .  . .  give  you 
financing  assistance  . . .  and  efficient 
collection  and  remittance  services. 
Why  don't  you  give  us  a  call . . .  and  see  how 
helpful  we  can  be! 

ASSETS  EXCEED 

TEN  BILLION  DOLLARS 

THE  ROYAL  BANK  OF  CANADA 

New  York  Agency  68  William  St.  1  0005  (344-1 1  00) 

Chicago,  Dallas,  Los  Angeles 

Head  Office  Montreal,  Place  Villa  Marie 

Toronto,  20  King  St.  West 

Over  1200  offices  in  Canada  and  around  the  world 


Canada's 

International 

Bank. 
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READERS  SAY 


TRY  SOMETHING  BETTER, 


There  is  only  one  J&B  Rare 
Scotch.  And  only  one  reason  for 
drinking  it.  The  delightful  rare 
taste  you  pour  every  time  from 
every  bottle.  Isn't  something  like 
that  worth  a  few  cents  more? 


M 


Rare  Scotch 

From  the  house  of 
Justerini  &  Brooks,  founded  1749. 


86  Proof  Jdonded  Scotch  Whisky.  The  Paddington  Corp.,  N.Y.  10020 


Diamond  Dust 

Sir:  In  your  article  on  diamond 
(Forbes,  Feb.  1),  you  state  that  in  ef 
feet  the  markup  is  100%.  The  markup  i 
closer  to  50%  or  even  less  on  the  mor 
expensive  ($5,000  and  up)  items. 

You  mention  47th  Street.  However,  i 
only  the  upstairs  houses  is  wholesale  busi 
ness  done.  The  street-level  stores  are  nc 
torious  for  their  exaggerated  profits  ani 
poor  quality  merchandise.  Very  few  lay 
men  can  tell  the  quality  of  a  diamonC 
Unless  they  go  to  a  real  expert,  in  on 
of  the  "glamorous  Fifth  Avenue  stores"- 
which  became  big  by  selling  quality- 
they  will  get  cheated. 

—Albert  Staa 

President 

F.  Staal,  Inc 

New  York,  N.'i 

Sir:  No  diamond  merchant  in  his  righ 
mind  would  mark  up  a  $12,000  stone  t 
$25,000  retail.  A  Kaplan  FBO  one-quai 
ter-carat  stone  would  retail  for  approxi 
mately  $275  to  $300,  not  the  $400  figur 
you  state. 

—Paul  W.  Krieglk 

C.F.  Lauterbach's  Son) 

Petersburg,  Va 

SiB:  No  article  has  given  the  outside! 
quite  the  accurate  look  at  our  industrt 
as  yours.  Great  work. 

—Fred  W.  DeScenz.! 

Presidentf 

Alfred  F.  DeScenza  &  Son,  Inc 

Boston,  Massi 

Sm:  I  am  a  diamond  cutter  and, 
flatter  myself,  one  of  the  good  ones  Mi' 
Winston  refers  to  in  your  article.  His  es 
timate  of  what  cutters  earn  is  absolutely 
incredible.  Diamond  cutters  have  nO' 
had  wage  increases  of  any  consequenc- 
in  20  or  more  years.  An  average  [diai 
mond-cutting]  mechanic's  salary  amount 
to  less  than  $10,000:  and  the  best  go  fo' 
considerably  less  than  $15,000.  In  ran 
good  years,  I  have  hit  $18,000. 

—Joseph  HubermaI 
West  Hempstead,  N.Ti 

On  Behalf  of  Viatron 

Sir:  Your  article  on  Viatron  (Forbesi 
Feb.  1 )  points  out  all  the  negative  am 
speculative  elements  of  the  company  am 
its  products.  Nothing  is  mentioned  abou 
the  enormous  need  for  low-cost  comput 
er  systems  in  business  today.  While  th 
amount  of  revenues  and  losses  are  giver 
no  mention  is  made  that  the  figures  are  a 
planned  since  the  company  is  just  reach 
ing  tlie  production  stage  following  de 
velopmental  efforts. 

—Richard  L.  Sheinbauj 
New  York,  N.Ti 


Indianapolis'  Patrol  Power 


i 


Sm:  The  Indianapolis  Police  Depart 
ment  is  indeed  flattered  liy  the  recognj 
tion  gi\en  us  in  the  "Fact  &  Comment 
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portion  of  >our  Jan.  15  issue.  We  have 
had  over  80  inquiries  from  other  major 
cities  iu  the  U.S.  asking  for  information 
relati\  e  to  our  "24  Hour  Patrol  Power." 

—Winston  Chvrchill 

Chief  of  Pohce, 

Indianapohs,  Ind. 

.Sir:  The  Indiana  State  Police  have 
been  assigning  cars  to  their  men  for 
some  years,  on  the  same  basis  that  you 
describe  for  IndianapoUs.  The  radio  is 
on;  the  mind  is  taking  it  all  in,  e\en  on 
a  trip  to  the  store  for  a  bottle  of  milk. 
Tiiat  fringe  benefit  really  pa\s  of!  for 
tlie  taxpayer. 

—James  E.  Demlow 
Tampa,  Fla. 

One  Explanation  Coming  Up 

Sir:  Come  now.  Dual  funds  aren't  all 
that  i-omplicated.  They  may  just  seem  so 
to  one  who  has  trouble  calculating  per- 
centages. How  al)out  printing  a  correct 
version  of  the  table  on  page  68  of  the 
Feb.  1  issue. 

— W.B.  Morgan 
Clarendon  Hills,  111. 

The  percentages  are  correct.  The  dual 
funds  pay  taxes  on  behalf  of  sharehold- 
ers. To  more  accurately  calculate  the 
funds  performance .  Forhes  assumed  the 
reincestnient  of  these  taxes.  A  footnote 
should  have  been  inserted  to  explain  this 
/«(■/— Ed. 

A  Matter  of  Years 

Sir:  This  refers  to  the  reiwrted  reply 
of  John  Netherland  Heiskcll  to  the  query 
as  to  what  he  attributed  his  long  life 
[Fact  d  Comment,  Feb.  1).  Some  ten 
years  ago,  a  corporate  officer  who,  as  I 
recall  it,  was  90  years  old,  celebrated 
his  birtliday  by  announcing  his  retire- 
ment. One  of  the  press  asked  him  this 
same  <iuestion.  He  replied:  "To  the  fact 
that  I  was  born  so  many  years  ago." 

— C.S.  Lawton 
Ridgewood,  N.J. 

A  Rose  by  Any  Other  Name? 

Sir:  I  was  impressed  with  >onr  "A 
Name  to  Rememljer"  in  the  Feb.  1  is- 
sue {Fact  &  Comment).  In  my  opinion, 
.'Vmsted  is  another  good  e.xample.  The 
'  name  American  Steel  Foundries  had  a 
certain  dignity  about  it  and  somehow 
suggested  an  image  of  a  big  and  going 
concern.  A  good  name,  even  if  the  com- 
pany might  have  manufactured  artificial 
flowers  in  addition  to  steel  castings.  But 
what  does  Amsted  mean  to  anybody? 

— W.L.  Williams 
Salt  Lake  City,  Utah 

Ineffective  and  Undesirable 

Sir:  More  power  to  you  ( Fact  d  Com- 
ment, Jan.  15).  We  [American  troops] 
are  neither  effective  nor  desired  in  Eu- 
rope for  the  Seventies.  The  savings  would 
be  very  great  in  an  area  already  sensi- 
tive to  claims  on  the  dollar. 

— H.A.  Abshier  Jr. 
Houston,  Tex. 
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^64:95  buys 
you  a  perfect 
memory 


From  Bell  &  Howell:  a 
solid-state  AC/DC  cassette 
player/ recorder  that  lets 
you  record  anything,  even 
phone  conversations.  Just 
attach  the  special  jack  to 
your  phone  (in  states  where 
legal),  and  your  conversa- 
tion is  recorded  verbatim. 
(It's  a  good  idea  to  tell  the 
other  party  that  you're  re- 
cording.) Model  2395  also 
records  live  with  a  micro- 
phone, and  plays  pre- 
recorded cassette  albums. 
The  exclusive  Audio  Eye'" 
changes  color  to  show  you 
what  the  unit's  doing.  And 
the  keyboard  controls 
assure  easy  operation.  For 
the  dealer  nearest  you,  call 
toll-free:  800-243-6000. 

cansumER  electrohics  Division 

9  BelleHduuell 
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ot  all  of  our  customers  need  36C 
automatic  document  feeders, 
reduction  units, 

microfilm  or  microfiche  haid  copic 
computer  printout, 

reproduction  on  pne-printed  form 

variable  weight  paper  feeders, 

reproduction  on  acetates, 

drawing  restoration, 

reproduction  on  letterheads, 

automatic  sorters, 

hard  copies  from  aperture  cards, 
reproduction  on  card  stock, 
double  side  duplicating, 
reproduction  on  colored  paper, 
fif^roduction  of  halftones, 

copes36rwide  by  any  length, 

seven  grades  of  paper, 

slitting,  perfomfinp. 


XEROX  CORPORATtON.  OVCRSE< 


Dies  per  hour. 


XEROM 


TRAOEMARK  OF  XEftOX  CORPOBAtitiM*- 


Communicate  with  WUI 


Our  twin  computers 
make  other  telex  systems 
seem  like  tom-toms. 

Western  Union  International  has  been 
computerized  for  years,  instantly  routing  telex 
calls  by  cable  and  satellite,  all  over  the  world. 
This  means  instant  Telex.  A  two-way  written 
record.  On  your  own  teleprinter  or  the  WUI 
Telex  we  install  in  your  office. 
Immediate  connections  and  abbreviated 
dialing.  Instant  notification  of  chargeable 
time  and,  if  you  wish,  departmentalized 
monthly  billing. 

Tell  your  secretary  to  put  away  her  tom-toms. 
Here's  how  she  calls  WUI  Telex: 
TWX:  dial  710-599-3535. 
WUT:  dial  101. 
WUI:  dial  0. 


artff 

Western  Union  InternatKmal  Inc 
26Broadway,  NewYorkN  Y.  10004 
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"With  all  thy  getting  get  understanding" 


Fact  and  Comment 


DATELINE:   AUSTRALIA 

Fabulous  people. 
Fabulous  continent. 
Fabulous  present. 
Fabulous  future. 


HAIL,   NOT  FAREWELL 


Now  that  Mr.  Burns  has  been  seated  as  chairman  of 
lie  Federal  Reserve  with  a  full  quota  of  hopeful  hoopla, 
uid  William  McChesney  Martin  has  been  retired  under  a 
It'served  avalanche  of  encomiums,  we'd  just  like  to  add  this 
lostscript.  Tlie  praises  for  Retiring  William  often  took  on 
he  ring  of  eulogies.  Forbes  would  like  to  point  out  that 
lie  man  ain't  dead,  and  I  hope  he's  not  foolish  enough  to 
^  nu  y  himself  under  some  inappropriate  notion  that  silence 
is  now  his  proper  lot. 

Such  modesty  is  an  unheard-of  trait  among  economists 
generally,  especially  by  those  who  have  ample  to  be  mod- 
»t  about.  In  the  first  press  of  the  Press  for  reminiscences 
md  ruminations  by  Mr.  Martin,  he  has  vigorously  shied 
iway.  Even  Forbes  couldn't  yet  pry  him  into  submitting  to 
quotationable  probes. 

After  a  suitable  period  and  at  an  appropriate  time  and 
plate  though,  he  should  speak  up,  speak  out.  His  views 
will  no  longer  help  to  make  official  policy  per  se,  so  inner- 
sanctum  secrecy  is  no  longer  a  required  tool  of  his  trade. 


His  background  and  his  thinking  remain  valuable,  and  his 
right  to  silence  is  strictly  short-term. 

O         O         0         « 

William,  in  the  course  of  not  too  much  time,  you  must 
be  heard. 

If  your  words  are  not  always  heeded  in  their  entirety, 
it  won't  be  the  first  time. 

You  continue  to  have  an  important  part  to  play;  it's 
just  a  bit  different. 


FORBES   BRIDGE  RULE 


Without  Goren,  communications  at  the  bridge  table 
would  probably  still  be  in  the  cave  man,  i.e.,  Culbertson 
age.  As  a  bridger  who  substitutes  avidity  for  capability,  I 
have  evolved  the  Forbes  Bridge  Rule: 

Never  apologize  for  a  booboo— too  soon.    . 

Time  after  time  after  time  after  doing  something  of  pat- 
ent stupidity  in  either  the  bidding  or  the  playing,  I  have 
immediately  showered  the  table  with  apologies  and  self- 


condemnation.  Only  to  have  the  apologized  act  turn  out 
to  have  had  no  bad  effect  and,  occasionally,  a  good  one. 

Thus  learning  to  bite  one's  tongue,  learning  not  to  say 
"Sorry"  too  soon,  can  often  result  in  having  a  boner  pass  for 
a  bit  of  genius. 

Come  to  think  of  it,  this  Forbes  Bridge  Rule  is  not  with- 
out application  to  the  conduct  of  business: 

Never  apologize  for  a  booboo— too  soon. 
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The  ifs,  whens,  vvliats  and  how  muches  of  tipping 
constitute  one  of  the  major  minor  decisions  that  almost 
daily  face  businessmen.  Probably  more  stuff  and  guff 
have  been  written  on  this  subject  than  on  many  more 
important  problems. 


HOT  TIP 


In  a  recent  issue  of  Forbes  Magazine's  Restaurant 
Guide,  I  wrote  the  following  observations.  Tliougli 
the  specifics  deal  with  the  subject  of  restaurants,  the 
general  principles  are  applicable  in  every  other  area 
that  involves  tipping. 


The  notion  that  tipping  is  op- 
tional and  the  amount  discretion- 
ary is  as  quaint  as  the  soul  who 
might  try  it.  Short  of  being  an- 
gered to  the  point  of  fisticuffs  or 
other  forms  of  mayhem,  if  you 
last  in  a  restaurant  long  enough  to 
be  served  and  get  the  check,  the 
basic  rules  are  simple: 

Fifteen  percent  of  the  bill  for 
the  waiter;  another  5%  of  the  bill 
for  the  captain,  in  the  places 
where  he  hands  you  the  menu, 
takes  the  order,  makes  the  salad 
and  generally  works  at  the  job; 
one  dollar  per  bottle  for  the  wine 
steward;  and/or  a  buck  for  the 
bartender  if  he  has  made  several 
drinks. 

The  thought  that  you  can  walk 
out  without  tipping  if  you  have 
been  dissatisfied  is  wonderful,  but 
you'd  best  leave  it  to  Walter  Mitty. 


As  for  all  that  malarkey  about 
being  super  careful  not  to  over- 
tip— it's  malarkey. 

Did  you  ever  hear  any  com- 
plaints from  anyone  you  did 
overtip? 

The  original  John  D.  Rocke- 
feller always  tipped  a  dime  and 
got  away  with  it.  That  was  before 
anybod}'  knew  how  rich  he  was  or 
who  he  was,  and  a  dime  was  a 
dime  in  those  long-ago  days. 

After  they  knew  who  he  was 
and  how  rich  he  was,  a  dime  from 
him  was  worth  much  more  as  a 
souvenir  to  keep  or  to  sell. 

Now,  however,  unless  you  are 
the  original  John  D.  Rockefeller, 
forget  about  tipping  dimes. 

If  you  really  receive  exception- 
al attention  from  the  captain  or 
the  waiter  or  the  bartender,  or  a 
super  smile  and  wink   from   the 


hatcheck  girl,  the  only  way  you 
can  express  the  warmth  you  feel 
is  by  tipping  more  than  the  rule. 

If  you  really  dig  the  particular 
restaurant  and  plan  to  use  it  often, 
the  surest  way  to  be  sure  of  hav- 
ing your  name  remembered,  of 
getting  a  good  table  or  the  first 
available  table,  of  being  made 
very  welcome,  is  to  occasionally 
tip  the  major-domo  and  the  others 
a  bit  more  than  required. 

For  no  strange  reason  this 
makes  all  concerned  more  than 
usually  glad  to  see  you  coming. 

After  all,  if  you're  going  to  be 
spending  $20  or  $.30  for  two  at 
lunch  and  $30  or  $40  for  two  at 
dinner,  allowing  two  or  three  p\- 
tra  dollars  in  the  tips  shouldn't 
make  or  jjreak  you. 

It  can,  though,  double  the  en- 
jo>ment. 


ADVICE 

Now  is  a  good  time  to  buy  stock  in  good  companies. 

A  VERY  FUNNY  MOVIE 

M  *  A  *  S  *  H 


TO  LEND   OR  NOT  TO   LEND 


In  the  old  days  when  banks  used  to  have  money  to  lend, 
there  were  many  old  saws  and  sayings  about  the  criteria 
used  to  detennine  whether  to  lend  or  not  to  lend.  The 
banker  who  went  on  "character,"  i.e.,  after  eyeball  to 
eyeballing  with  the  prospective  borrower,  the  flinty,  dis- 
cerning banker  would  make  his  judgment  regardless 
of  collateral.  And  then  there  was  the  borrower's  point  of 
view  that  the  only  people  to  whom  banks  would  lend 
money  were  tho.se  who  didn't  need  it. 

New  standards  now  prevail. 

For  instance,  in  the  Faulkner  country  of  Mississippi 
there  are  numerous  new  man-made  lakes  resulting  from 
assorted  government-sponsored  water,  power  and  other 
projects.  As  a  result,  boating  has  become  a  favorite  recrea- 


tion. Now  when  a  cotton  farmer  comes  to  the  local  bank 
asking  for  a  loan  to  make  his  crop,  the  first  thing  the 
banker  does  is  to  go  and  see  if  the  farmer  has  a  boat. 
If  the  fanner  has  a  boat,  then  the  banker  is  fa\oiabl\'  in- 
clined to  make  the  loan.  If  the  farmer  does  not,  his 
cause  is  prett\'  well  lost— on  the  premise  that  if  the  loan 
were  made,  the  first  thing  the  farmer  would  do  would  lie 
to  use  the  proceeds  to  buy  a  boat. 

Even  bankers,  it  would  seem,  have  had  to  adapt  a  bit 
to  the  times. 

BOURGEOIS 

Those  who  use  the  word. 

—Malcolm  S.  Forbes, 

Editor-in-Chief 


CO  Standard  is  uniquely  de- 
'ed  as  "The  Corporate  Part- 
hip."   It   operates   on   the 

iiiciple  that  men  with  mutual 
-  and  respect  can  accomplish 
•J   collectively   than   they   can 

iividually. 

Each  of  Alco  Standard's   56 

ofit  centers  was  a  successful  pri- 

itely  owned  company.  Their 
'.ner-managers,    however,   were 

istrated  by  increasingly  complex 

■  ministrative  detail  and  the  dif- 
ulty    in    obtaining    investment 

'  pital. 
Today,  as  part  of  Alco  Standard, 
e  member  companies  enjoy  the 

-  lancial  leverage  of  a  large  corpo- 
tion  but  retain  complete  oper- 
ing  autonomy.  Administrative 
oblems  have  been  turned  over 
a  corporate  staff  of  specialists 
modern  business  practices.  And 
e  member  company  executives 

■  e  free   to   concentrate  on   what 
ey  kno'w  best  —  producing  and 

vUing  their  goods  and  services  at 


FIVE  YEAR   RECORD* 
IN   MILLIONS 


$304.8 


$250 


$200 


$150 


$100 


$50 


'65      '66      '67     '68     '69 
*from  1969  annual  report 

"The  Corporate  Partnership" 


a  profit. 

The  record  speaks  for  the  suc- 
cess of  this  "Corporate  Partner- 
ship" concept:  substantial  internal 
growth,  plus  growth  through  ac- 
quisitions, has  resulted  in  a  33 
percent  total  compounded  annual 
growth  rate  of  our  earnings  per 
share  for  the  last  five  years.  Rev- 
enues have  increased  from  less  than 
$35  million  in  1965  to  $304.8  mil- 
lion in  1969.  Earnings  per  share 
have  gone  from  38  cents  to  $1.55 
during  the  same  period. 

It's  no  wonder  that  every  year, 
hundreds  of  privately  held  com- 
panies show  an  interest  in  "shaking 
hands"  with  Alco  Standard.  It's  a 
great  way  to  get  a  solid  grip  on  the 
future. 

Revenues  are  just  one  measure  of 
Alco  Standard's  rapid  and  profitable 
growth.  Our  1969  Annual  Report 
has  all  the  details.  Write  Mr. 
William  Bauer,  Alco  Standard 
Corporation,  Valley  Forge,  Pennsyl- 
vania 19481. 
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THE  RADIAL  REVOLUTION.  We  have 
to  own  up.  We  started  it. 

Way  back  in  1948. 

Do  you  recall?  It  was  the  year  we 
introduced  the  Michelin-X  Radial  Tire 

What  have  we  been  doing  since  that 
revolution  in  1948? 

Testing  and  perfecting,  of  course. 
You  can't  start  something  revolution- 
ary like  this  unless  you're  prepared  to 
make  it  work  better  and  better. 

Now  the  Michelin-X  tire  stands  out 
as  the  pacG-setter,  the  steel  radial 
tire  the  others  ■'-•"•^  'o  measure  them- 
selves against 


What  does  this  mean  to  you  in  plain 
simple  facts? 

The  Michelin-X  Steel  Radial  tire  is 
first  of  all  built  for  today's  hi-speed 
turnpike  driving.  Its  revolutionary  radial 
construction  combined  with  the  unique 
steel  safety  belt  beneath  the  tread  vir- 
tually eliminates  dangerous  heat  blow- 
outs and  punctures. 

Michelins  grip  the  road  better  no 
matter  what  the  speed  or  condition  of 
the  surface. 

We  guarantee  in  writing  at  least 
40,000  miles  on  our  Michelin-X  treads. 
Four  to  one  as  compared  to  most 


"ordinaries"  is  not  unusual. 

We're  proud  we  can  make  such  s 
guarantee.  We're  proud  of  our  world 
leadership  in  new  tire  improvements 

And  we're  even  happy  to  say  it . . 

We're  proud  we  start  revolutions. 

WRITE   OR   CALL   COLLECT   FOP 
COMPLETE  DETAILS 
ON    OUR    REVOLU- 
TIONARY MICHELIN-X 
RADIAL  TIRES. 

Now  original  equip- 
ment on  the  Lincoln 
Continental  Mark  III. 


WOULD  LMDmSHIP 
IN  Tine  INNOVATION 


*'.Mtrlielln  Ruaruntce  rovpM   lo.yfto  mile  tread  life,  ik'fecu  In  w 
price  mulllpllc'l  l»-  pcrccnlac  il  KimranlMd  nill«ii(e  not  run 


.orkmnn^lilp  and  malcrlals  and  nnrnial  road  hazards  (excludlnu  repairable  punctures),  is  limited  to  free  repair,  or  credit  or  refund  enual  to  orlRlnal  pureliMC 
tat   .Miitu-lln's  option),   and   Is  conditioned   u|ir>t)  use  wUIi  "Airslop"  tut>cs   (wiu-rc  upplical)lc)   and  non-cou)tuerclal  use  on  passenger  car  or  station  Hagon." 


2500   MARCUS  AVE.,  LAKE  SUCCESS,  NEW  YORK  11040  •  516-488-350( 
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Forbes 

Opportunity,  Thy  Name  Is  Pollution 

Legislated  out  of  the  underwriting  business  by  the  New  Deal,  the  com- 
mercial banks  hope  to  use  the  pollution  crisis  as  a  way  of  getting  back  in. 


President  Nixon  has  dropped  a 
sweeping  37-point  antipollution  pro- 
posal onto  the  hargaininK  table  while 
the  Democrat-controlled  Congress  is 
wrestling  with  its  own  antipollution 
measures.  No  matter  which  plans  he- 
come  the  law  of  the  land,  the  poli- 
ticians have  gotten  the  message  and 
are  almost  certain  to  commit  the  U.S. 
to  a  $30-billion-plus  attempt  at  clean- 
ing up  its  own  backyard. 

In  this  rush  to  remedy  an  already 
dangerous  situation,  the  nation's  com- 
mercial banks  think  they  see  an  open- 
ing. Legislated  out  of  the  security  un- 
derwriting business  back  in  the  De- 
pression days,  when  the  nation  was 
stunned  by  bank  failures,  the  com- 
mercial banks  would  like  to  get  into 
the  act  by  gaining  the  right  to  under- 
write water  and  sewage  bonds. 

The  commercial  banks  had  already 
jnanaged  to  get  part  way  back  in,  but 
mainly  in  the  sale  of  .so-called  "gen- 
eral obligation"  municipal  bonds 
backed  by  the  full  faith  and  credit  of 
the  government  unit  or  agency  that  is- 
sues them.  They  were  not  allowed  to 
underwrite  revenue  bonds,  the  fastest- 
growing  segment  of  the  municipal 
market. 

Even  before  Congress  gets  around 
to  mulling  President  Nixon's  new  en- 
vironmental financing  scheme,  it  will 
consider  the  role  of  the  banks.  Right 
now,  House  and  Senate  conferees  are 
attempting  to  iron  out  the  differences 
on  their  respective  versions  of  the 
Clean  Water  Bill,  which  passed  both 
houses  of  Congress  last  year.  In  the 

FORBES.   MARCH    1,   1970 


Tommy  The  Cork 

One  of  FDR's  bright  young  men, 
Thomas  G.  Corcoran  never  let  his 
Phi  Beta  Kappa  key  and  Harvard 
law  degree  dull  his  Irish  political 
instinct.  His  great  New  Deal  coup 
—aside  from  bouncing  up  often 
enough  to  earn  his  nickname  from 
FDR— was  the  hard  politicking 
needed  to  make  Congress  set  up  the 
Securities  &  Exchange  Commission. 
Now  69,  he's  stiJl  bouncing— as 
a  high-priced  Washington  lawyer- 
lobbyist  on  such  jobs  as  getting 
commercial  banks  the  right  to  deal 
in  all  kinds  of  municipal  securities 
{see  story).  Judging  by  his  success 
in  1968  with  "dormitory"  bonds 
and  his  progress  today  with  pollu- 
tion bonds,  he  has  lost  little  politi- 
cal clout  since  New  Deal  days. 
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Senate  version,  at  the  last  possible 
moment  Senator  William  Proxmire, 
Democrat  of  Wisconsin,  quietly  insert- 
ed a  pet  amendment  of  his.  It  allowed 
commercial  banks  to  underwrite  water 
and  sewer  revenue  bonds. 

The  traditional  Wall  Street  under- 
writers, represented  by  the  Invest- 
ment Bankers  Association,  don't  like 
this  one  bit.  Once  before  they  were 
caught  by  surprise,  on  another  "social 
issue"  bit  of  legislation.  Back  in  1968 
an  amendment  was  added  to  the  Om- 
nibus Housing  bill  allowing  commer- 
cial banks  to  underwrite  dormitory 
bonds,  also  a  "revenue  type"  issue. 
That  was  the  foot  in  the  door. 

This  time  the  stakes  are  even  high- 
er. Sewer  and  water  bonds  account 
for  about  one-third  of  the  $3.5  billion 
in  revenue  bonds  that  were  marketed 
last  year.  In  the  office  of  the  Comp- 
troller of  the  Currency,  a  legal  expert 
commented:  "If  the  banks  get  into 
pollution  bonds,  there  won't  be  a 
heckuva  lot  of  bonds  left  they  can't 
underwrite. 

"This  is  an  economic  fight  between 
two  important  portions  of  the  indus- 
try," he  points  out.  "It  isn't  a  moral 
right  or  wrong  thing."  He  implies  that 
these  things  have  a  way  of  snowball- 
ing. For  instance,  when  the  banks 
were  allowed  to  get  in  on  selling 
dormitory  bonds,  it  was  assumed 
that  this  was  a  step  toward  helping 
hard-pressed  educational  institutions 
raise  needed  funds.  "There  were  a  lot 
of  Congressional  objections  later  that 
the  banks  should  have  been  restricted 
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j.ist  to  coilege  housing,"  he  says.  "One 
ol-'  the  first  requests  I  got  was  from  a 
iale  that  wanted  to  issue  this  type  of 
iiond  for  a  'dormitory'  for  prison 
guards."  He  turned  down  the  request. 
Senator  Proxmire,  a  poHtical  hberal 
and  fiscal  conservative,  explains  why 
he  wants  to  let  the  banks  in  on  anti- 
pollution financing:  "The  projections 
of  future  municipal  financial  needs 
indicate  that  state  and  local  govern- 
ments will  continue  to  be  heavy  bor- 
rowers in  the  capital  markets.  .  .  . 
Most  of  the  increase  is  expected  to 
take  place  in  bonds  for  water  and  sew- 
er systems  and  for  transportation."  To 
get  more  bids  and  help  localities  to 
sell  these  bonds  at  the  lowest  possible 
interest  cost,  Proxmire  concluded  that 
commercial  banks  must  be  allowed  in. 
Of  course,  the  investment  bankers 
don't  see  it  that  way.  Says  a  New  York 
investment  banker  who  also  has  held 
a  top  Treasury  job  and  worked  for 
one  of  the  leading  big  city  banks:  "I 


don't  have  a  doubt  that  letting  com- 
mercial banks  in  would  supply  capital, 
but  it  wouldn't  add  much  to  distri- 
bution unless  the  banks  take  the  bonds 
themselves  for  their  own  portfolios." 
Obviously,  the  IBA  is  worried  lest  the 
banks  be  trotted  out  as  a  source  of  fi- 
nancing anytime  a  costly  domestic 
problem  comes  up. 

Figuring  the  Odds 

Will  the  banks  get  what  they  want? , 
One  of  Senator  Edmund  Muskie's  top 
"taxticians,"  who  is  attempting  to 
shepherd  the  Maine  Democrat's  own 
water  bill  through  the  conference  com- 
mittee, makes  no  bones  about  the  fact 
that  he'd  gladly  sacrifice  the  commer- 
cial banks'  participation  in  his  water- 
pollution  bill  if  he  sensed  it  was  creat- 
ing too  much  flak  as  the  revised  bill 
came  up  for  final  vote.  But  the  Muskie 
bill  counts  more  on  federal  grants  than 
on  borrowing,  so  that  the  banks  aren't 
all  that  important  to  it. 


President  Nixon's  proposed  sewage 
program,  on  the  other  hand,  depends 
mainly  on  the  bond  market  approach. 
The  way  he  sees  it,  the  Federal  Gov- 
ernment would  make  grants  of  $4  bil- 
lion, and  the  states  and  localities  would 
have  to  come  up  with  $6  billion  in» 
the    four-year    fiscal    period    starting; 
July    1.    Nixon  would   set  up   a   new 
agency,  the  Environmental  Financing 
Authority.  It  would  buy  up  any  bond 
issues  the  locals  couldn't  sell;  for  its 
own  source  of  funds,  the  EFA  would  i 
in  turn  sell  a  new  taxable  bond  to  the 
public.  The  Treasury  would  pay  EFA' 
a  subsidy  to  make  up  the  difl^erence 
in  the  interest  EFA  would  receive  oni 
the  local  bonds  and  what  it  had  to 
pay  out  to  sell  its  own. 

Paying  for  correcting  generations  ofi 
crimes  against  our  environment  is  going 
to  be  costly.  It  may  well  require  ev- 
ery bit  of  financing  aid  available.  The 
banks  are  ready  and  willing.  They 
may  soon  be  able.  ■ 


r^nmnmmioarl  r^nmnrnmioo  /^^^  Stock  Exchange's  proposed  new  commission 
LfOmprOm/SeU  KjOmprOmiSe  J  schedules  may  create  more  problems  than  they  solve. 

able  exchange."  He  meant  a  few  big) 
transactions  can't  make  an  auction  mar- 
ket; you  need  thousands  of  individual* 
decision-makers,  big  and  small. 

Regan  further  argued:  "A  shoe'* 
manufacturer  may  lose  money  on  baby  | 
shoes,  but  if  you  don't  make  babyj 
shoes,  people  won't  get  into  the  habiti! 
of  wearing  shoes."  His  firm,  he  added,! 
recently  made  a  study  of  the  412,000^ 
new  accounts  it  opened  in  1969.1 
"Twenty-nine  percent  of  our  new  cus-B 
tomers  are  below  the  age  of  29.  Fifty 
peicent  are  under  40." 

Others,  however,  felt  the  overall  in- 
crease was  too  small.  Said  Harold  A.i 
Rousselot,  chairman  of  the  Association 
of  Stock  Exchange  Firms  and  a  partner 
of  Francis  I.  duPont  &  Co.:  "A  10%  in-i 
crease  overall  simply  won't  solve  the 
loss  crunch;  it  merely  gives  back  what  a 
was  taken  away  by  the  [25%  or  so] 
volume  discount  of  1968." 

Meanwhile,  the  question  of  whether i 
brokerage  houses  should  be  allowed  i 
to  go  public  hangs  fire.  Without  high- 
er    commissions,     many     firms     just  I 
wouldn't  look  attiactive  to  investors. 

Will  the  higher  commissions  go 
through?  Nobody  knows.  The  Securi- 
ties &  Exchange  Commission  can  re- 
ject or  amend  the  proposals.  The  Jus- 
tice Department  opposes  all  fixed 
commissions,  contending  they  should] 
be  set  by  competition.  The  prestigious 
house  of  Smith,  Barney  &  Co.  lost  no 
time  in  calling  for  a  delay.  Commis- 
sions, it  insisted,  should  not  be  con- 
sidered in  isolation  but  as  part  o\ 
Wall  Street's  overall  problems.  ■ 


Securities  have  been  a  leal  growth 
industry.  Commissions  from  New  York 
Stock  Exchange  trading  alone  have 
soared  from  perhaps  $500  million  in 
1960  to  some  $1.8  billion  last  year— and 
they  provide  about  half  of  total  invest- 
ment house  income;  underwriting, 
American  Stock  Exchange,  over-the- 
counter,  mutual  funds  account  for  at 
least  as  much  more.  Wall  Street  has 
gone  in  under  a  decade  from  revenues 
of  $1 -billion-plus  to  $5-billion-plus. 

Yet  Wall  Street  is  singing  the  blues. 
It  has  been  unable  to  control  ex- 
penses, especially  on  small  orders. 
Many  brokerage  firms  are  in  the  red. 

Other  problems  have  been  mount- 
ing. The  big  institutions  that  trade  in 
blocks  of  tens  and  even  hundreds  of 
thousands  of  shares  think  they  are 
paying  too  much  for  the  privilege  of 
using  the  Stock  Exchange.  Increasing- 
ly they  have  been  turning  to  off-mar- 
ket deals  {see  p.  70). 

Securities  firms  not  members  of  the 
Big  Board  complain  about  being  un- 
able to  share  Big  Board  commissions. 

Early  in  February  the  New  York 
Stock  Exchange  submitted  to  the  Se- 
curities &  Exchange  Commission  a  set 
of  proposals  drisigned  to  alleviate  these 
complaints.  However,  the  proposals 
aren't  going  to  have  easy  sledding. 
The  National  Association  of  Securities 
Dealers,  the  organization  of  nonmem- 
ber  firms,  wasn't  satisfied  with  the  cut 
offered  them:  20%  to  25%  of  the  com- 
missions they  generate  for  Big  Board 
firms.  The  NASD  wanted  a  50-50  split. 

Nor  were  the  institutions  satisfied 


with  the  cuts,  running  to  nearly  40% 
on  big  blocks.  They  wanted  more. 
They  wanted  the  right  to  become 
members,  themselves.  Robert  M.  Loef- 
fler,  senior  vice  president  of  Investors 
Diversified  Services  said:  "I  really 
don't  want  to  fight  with  the  New 
York  Stock  Exchange.  I  want  to  join 
it."  The  NYSE  proposals  did  allow 
for  some  public  ownership  of  mem- 
ber firms,  but  were  so  framed  as  to 
exclude  institutional  investors. 

The  Poor  Poy  Mosf 

Some  of  the  loudest  complaints  con- 
cerned commissions  on  small  orders, 
raised  as  much  as  115%  and  more.  In 
effect,  the  smaller  investor  was  being 
asked  1 )  to  pick  up  all  of  the  increase 
in  overall  commissions,  and  2)  to  off- 
set the  cost  of  lower  commissions  on 
the  big  trades  as  well. 

In  raising  commissions  so  steeply  on 
small  transactions,  argued  Merrill 
Lynch,  Pierce,  Fenner  &  Smith,  by  far 
the  biggest  Big  Board  firm.  Wall 
Street  may  well  be  mistreating  the 
goose  that  lays  all  the  golden  eggs. 

Merrill  Lynch's  attitude  was  that, 
although  the  overall  increase  of  10% 
could  not  be  called  excessive,  the 
smaller  investor  had  been  asked  to 
bear  much  too  large  a  share. 

Merrill  Lynch  President  Donald 
R-egan  said  that  the  small  trader  "is 
necessary  for  both  the  continuity  and 
the  liquidity  of  the  market."  He  ex- 
pressed the  fear  that  "we  might  price 
them  out  of  buying  and  selling.  And,  if 
tliat  happened,  we  wouldn't  have  a  vi- 
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Disposable  Cameras. 


People  who  don't  have  cameras  don't  use  film.   With  its 
hopes  that  the  day  may  not  be  too  distant  when  just  about 


RUMOR  is  alive  in  Wall  Street  that 
stman  Kodak  may  be  readying  an 
tant-photography  system  to  com- 
te  with  Polaroid's.  Overlooked  in 
!  excitement  is  another  Kodak  move 
it  could  be  equally  important  to  the 
Chester,  \.Y.  photographic  giant. 
Kodak  is  working  hard  at  pene- 
ting  a  whole  new  market.  In  mid- 
69,  Kodak  unveiled  its  Instamatic 
at  the  Photographic  E.xposition  in 
w  York.  The  44  did  not  excite 
nera  buffs.  It  wasn't  intended  to  do 
For  marketing  men,  however,  it 
s  a  highly  significant  innovation. 
Carded  in  a  plastic  viewpack,  the 
will  sell  for  under  $10.  Previously, 
:  cheapest  Instamatic  was  the  124, 
ich  sells  for  under  S20. 
What's  the  big  deal  about  under 
0  vs.  under  $20?  All  the  difference 
the  world.  The  under-SlO  price 
ens  a  whole  new  range  of  outlets. 
ys  Charles  Resler,  assistant  vice 
?sident  and  general  manager  of  Ko- 
k's  consumer  markets  division:  "For 
!  first  time  we  are  going  into  the 
pulse  and  pre-teenager  market  in  a 
jor  way."  Already  Kodak  represen- 
ives  are  putting  the  44  into  thou- 
ids  of  supermarkets,  drug  and  vari- 
stores  and  tobacco  shops.  With 
2  44,  Kodak  feels  it  is  coming  close 
making  the  camera  as  almost  as 
eap  and  disposable  as  the  film  itself. 
ung  kids  can  afford  it.  The  shopper 
lo's  looking  for  a  fast,  inexpensive 
t  can  afford  it.  It  can  be  used  as 
impulse  item  in  airports,  rent-a-car 
tfits,  you  name  it. 
It  isn't  very  difficult   to   see  what 

could  do  for  Kodak:  It  could 
len  big  additional  markets  for  the 
lateur  film,  which  is  where  Kodak 
lly  makes  its  money.  Presumably 
5st  of  the  people  who  will  buy  44s 
her  don't  have  another  camera  or 
n't- have  one  handy.  They  will  buy 

they  otherwise  would  not  have 
ught.  And  many  of  them  later  will 
de  up  to  better  cameras.  Kodak's 
sler  thinks  there  are  40  million  po- 
ntial  customers  in  this  market.  "Even 
fraction  of  that  market,"  says  Res- 
r,  "could  be  many  millions."  And 
ose  millions  are  a  market  for  many 
illions  more  packs  of  film. 
Several  factors  prompted  Kodak  to 
'  after  these  additional  markets.  For 
le  thing,  the  once-rapid  growth  in 
les  of  the  Instamatic  line  of  still 
meras  in  the  U.S.  has  clearly 
)wed:  Sales  of  Instamatics  in  1969— 
chiding  the  44— were  virtually  un- 
langed  from  1968's  4  million  units. 
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The  second  factor  was  Polaroid's 
market  penetration  among  teenagers. 
The  low-priced  Swinger  in  1965  and, 
last  spring,  the  under-$30  Colorpack 
II  camera  have  been  dramatically  suc- 
cessful for  Polaroid,  especially  among 


new  Instamatic  44,  Kodak 
everyone  will  have  a  camera. 

young  people.  Kodak  decided  the 
market  was  getting  too  big  to  ignore. 
Pretax  margins  on  amateur  color 
film  run  about  60%  to  70%,  and  last 
year  Kodak's  domestic  sales  of  ama- 
teur color  film  were  approaching  $300 
million.  It  was  estimated  last  year  that 
Instamatic  users  were  averaging  over 
11  rolls  per  camera  in  the  first  year  of 
use— at  an  average  of  $1.40  a  roll— 
and  six  in  the  fifth. 

The  Camera  Is  the  Razor 

Since  the  introduction  of  the  Insta- 
matic in  1963,  Kodak's  U.S.  amateur 
film  sales  have  risen  dramatically,  by 
an  estimated  $125  million  to  $150 
million.  Between  30%  and  35%  of  that 
was  additional  profit.  From  1963  to 
1968,  Kodak  has  sold  some  20  million 
Instamatics,  and,  since  the  Instamatic 
is  easy  to  use,  Instamatic  owners  use 
more  film.  It  is  a  safe  guess  that  over 
half  of  Kodak's  1963-68  domestic 
earnings  increase  was  directly  or  in- 
directly due  to  the  Instamatic. 

In  the  less  than  six  months  since 
its  introduction,  Kodak  has  sold  over 
1  million  44s,  virtually  without  bene- 
fit of  advertising  and  despite  a 
packaging  problem:  Some  dealers 
complained  Kodak  didn't  package  the 
44  properly,  that  the  camera  came 
without  film,  batteries  or  flash  cube. 
Kodak  is  considering  repackaging  the 
44  for  a  number  of  markets  where  it 
would  list  slightly  over  $10. 

With  the  new  packaging  and  sharp- 
ly stepped-up  advertising  in  1970, 
some  industry  observers  think  Kodak 
can  sell  2.5  million-3  million  44s  with- 
out much  trouble,  and  perhaps  raise 
the  figure  up  past  3  million  in  1971. 
While  some  sales  will  come  at  the 
expense  of  other  Instamatics,  the 
large  bulk  will  be  additional  volume. 
Conceivably  in  five  years  Kodak  could 
sell  15  million  of  the  44s,  three-fourths 
as  many  as  the  first  Instamatics  sold 
in  the  U.S.  in  five  years.  Not  bad  for 
an  item  that  is  simply  the  extension 
of  an  existing  line. 

That's  all  without  the  benefit  of  the 
huge  foreign  market.  Kodak,  big  as 
it  is,  hasn't  lost  its  marketing  touch. 
Forty  years  ago  George  Eastman,  a 
marketing  genius,  gave  away  300,000 
Brownie  cameras:  On  its  golden  anni- 
versary, Kodak  gave  away  a  camera 
to  each  child  on  his  12th  birthday 
when  accompanied  by  a  parent  at  a 
Kodak  dealer. 

While  Eastman  Kodak  isn't  quite 
giving  them  away  today,  they  are  com- 
ing pretty  close  with  the  44.  ■ 
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What  Are  Earnings? 

In  many  cases,  they  are  whatever  the  company  says 
they  are.  You  certainly  have  to  admire  the  way  GAC 
Corp.   has  used  its   tax  and  bookkeeping  options. 


What  is  GAC  Corp.?  A  money- 
lender? A  conglomerate?  A  land  com- 
pany? It  is  none  of  these  and  all  of 
these.  The  best  way  perhaps  to  de- 
scribe it  might  be  as  a  money-and- 
accounting  company. 

In  the  days  when  it  was  the  old 
General  Acceptance  Corp.,  it  was 
easy  enough  to  know  what  GAC  was: 
a  fairly  typical  moneylending  com- 
pany with  some  insurance  operations, 
which  borrowed  money  wholesale  and 
lent  it  out  at  retail.  But  since  1964 
when  S.  Hayward  Wills,  son  of  found- 
er Francis  Reed  Wills,  took  over  from 
his  late  father.  GAC  has  become  much 
more.  Under  Wills,  now  43,  GAC's  as- 
sets have  more  than  tripled  (to  $1.8 
billion ) ,  while  earnings  jumped  seven- 
fold (to  over  $30  million) . 

This  over  a  period  when  most  of 
the  old-line  moneylending  outfits  have 
been  making  only  slow,  painful  prog- 
ress. Essentially  what  GAC  did  was 
to  push  one  step  beyond  moneylend- 
ing; instead  of  just  bailing  out  com- 
panies that  got  into  trouble— and 
charging  them  high  interest  rates  for 
the  trouble— it  often  took  them  over. 

One  of  the  more  recent,  and  cer- 
tainly by  far  the  largest,  examples  of 
this  was  GAC's  successful  takeover  of 
scandal-wracked  Gulf  American  Corp. 
when  it  was  losing  money  in  1968. 
GAC  offered  shareholders  of  the  $320- 


million  (assets)  Florida  land  .sales 
company  a  package  of  convertible  de- 
bentures and  preferreds.  In  1969  Gulf, 
now  GAC  Properties,  had  record  sales 
of  $180  million  and  record  earnings 
of  about  $25  million. 

With  Gulf  American,  GAC  was 
using  an  old,  successful  technique.  In 
1966  GAC  moved  in  on  a  beleaguered 
Canadian  finance  company,  Atlantic 
Acceptance  Corp.  GAC  got  inside  as 
a  consultant  to  try  and  help  it  out 
of  its  mess  because  Atlantic  had  de- 
faulted on  some  bonds.  GAC  consid- 
ered buying  the  whole  company,  but 
GAC's  accountants  soon  realized  that 
more  than  $40  million  of  Atlantic's 
"assets"  were  nearly  worthless.  GAC 
managed  to  outbid  a  number  of  oth- 
ers for  some  $20  million  of  Atlantic's 
consumer  receivables  and  100  install- 
ment loan  offices. 

Less  than  a  year  later  GAC  was 
asked  to  help  out  Detroit's  Pio- 
neer Finance.  From  it,  GAC  bought 
$85  million  of  very  profitable  mobile- 
home  paper.  GAC  acquired  several 
other  ailing  manufacturing  operations 
and,  for  a  while,  managed  to  turn 
them  into  moneymakers.  Among 
them:  Highway  Trailer  Industries  and 
Aetna  Steel  Products. 

GAC  Corp.  rarely  seemed  to  miss. 
What  was  its  magic  touch?  Or  was  it 
magic?  On  closer  look,  much  of  GAC's 
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creativity  seems  to  lie  in  the  manSga 
ment  of  accounting  and  finance. 

Probably  GAC's  most  important  ai 
quisition  came  in  1958  when  Walte 
R.  Strothman,  now  54,  was  lured 
away  from  Price,  Waterhouse  by 
Wills'  father.  A  few  years  later,  in  the 
early  1960s,  he  and  the  senior  Wills 
^came  to  the  decision  that  if  a  regiona 
finance  company  like  GAC  was  to  sur 
vive,  it  must  become  bigger  and  more 
diversified.  Strothman  drew  up  the 
strategy.  Says  he,  "We  decided  to  get 
the  full  use  of  the  leverage  that 
available  to  a  finance  operation  by 
borrowing  long  terni,  and  issuing  con-i 
vertibles  and  warrants  so  that  enough 
equity  would  be  eventually  built  up, 
thus  enabling  us  to  borrow  furtherj| 
If  you  set  your  program  up  right  it 
almost  turns  out  to  be  a  kind  of  pern 
petual  motion." 

The  Hows  and  the  Whys 

Consider  GAC's  acquisition  of  GuUl 
American  Land.  In  1968  Gulf  was 
having  its  problems  with  the  Florida 
Land  Board  over  its  razzle-dazzle  sell^ 
ing  methods.  Forbidden  to  sell  for 
the  better  part  of  a  year.  Gulf  report-, 
ed  a  $1.7-milIion  loss  for  1968  vs. 
a  profit  of  $17  million  the  prior  yearj 
The  stock  was  depressed,  and  GAO 
moved  in  with  a  takeover  ofter  that 
was  accepted  in  February  of  1969 
GAC  had  the  option  of  treating  th« 
merger  as  a  purchase  or  as  a  poolinj 
of  interests.  Normally  the  latter  wouk 
have  been  the  preferred  method. 

Under  pooling,  goodwill  that  is 
acquired  when  the  company  pays  ans 
excess   of   market   cost   over   the  ac-i 


One  Man,  One  Vote 

Those  who  expect  radical  changes  at  the  Federal  Reserve  now 
that  Dr.  Arthur  F.  Burns  has  become  chairman  Just  don't  under- 
stand the  Fed  or  Burns.    Changes   will  come,  but  gradually. 


Even  that  crusty  old  populist,  Chair- 
man Wright  Patman  of  the  House 
Hanking  Committee,  applauded  when 
Dr.  Arthur  F.  Burns  succeeded  Wil- 
liam McChesney  Martin  Jr.  as  chair- 
man of  the  Federal  Reserve  Board; 
and,  when  Burns  indicated  that  he 
thought  it  might  be  time  for  loosen- 
ing controls  on  credit,  the  stock  mar- 
ket jumped  14  points.  Wall  Street 
clearly  felt  that  easier  money  would 
soon  be  here  again  as  one  of  the  Pres- 
ident's closest  domestic  advisers  took 
over  the  reins  at  the  Co-'eniment's  key 
financial  imtitution. 

It's  probable  that  )in.'r.si  rates  will 
drop,  but  not  because  of  the  changing 
of  the  guard.  The  market's  reaction 
was  based  on  '^'f^  i^->i'cnn>>'.,i,„,,^j(„.,j;. 


one,  about  the  sort  of  man  Burns  is; 
the  other,  about  the  way  the  Fed 
works.  The  fact  is  that,  even  if  the 
65-year-old  expert  on  business  cycles 
did  want  to  make  sweeping  changes 
in  the  Fed's  policies  right  away,  he 
wouldn't  be  able  to.  It's  doubtful  any- 
how that  he  would  want  to. 

The  Fed  is  a  central  banking  sys- 
tem, but  it's  not  like  the  European 
central  banking  systems.  The  powers 
to  control  money  and  credit  are  scat- 
tered. Some  rest  with  the  seven  gov- 
ernors, some  with  the  presidents  of 
the  branch  reserve  banks,  some  with 
both.  Most  of  them  are  highly  inde- 
pendent men.  All  are  jealous  of  their 
prerogatives.  Like  the  Chief  Justice 
of  the  U.S.,  the  chairman  of  the  Fed 


Wills  of  GAC 

quired  company's  net  asset  value  can 
be  charged  against  surplus  without 
being  amortized.   Thus   there  are  no 

I  writeoffs  to  penalize  reported  earnings. 
Nonetheless  GAC  chose  a  purchase. 

I  There  were  several  reasons.  Had  re- 
sults been  pooled,  GAC's  earnings 
growth  trend  would  lia\  e  i^een  down 
instead  of  up  tor  the  previous  three 
years  because  of  Gulf  .\merican's 
troubles.  When  you  are  making  ac- 
quisitions you  want  to  show  rising 
earnings.  In  GAC's  annual  report  for 
the   year  ended    1968    there   was   no 


mention  of  what  the  difference  might 
have  been.  GAC  merely  included  a 
balance  sheet  for  Gulf  in  a  footnote. 
In  a  later  prospectus,  however,  GAC 
had  to  disclose  the  effect  of  including 
Gulf's  earnings  in  1968. 

For  another  GAC  acquisition,  also 
made  in  February  1969  for  stock, 
GAC's  accountants  chose  pooling. 
This  was  a  much  smaller  company 
where  inclusion  of  past  years'  results 
wtnild  not  significantK-  change  GAC's 
reported  earnings. 

Whv-  did  GAC,  then,  choose  pur- 
chase in  the  case  of  Gulf  .American? 
After  all,  the  S65-millioii  excess  cost 
of  the  purchase  price  o\er  stated  net 
assets  paid  l)\  G.'^C  now  had  to  be 
amortized  against  earnings.  If  GAC 
couldn't  avoid  that  penalty,  it  icas 
able  to  minimize  it.  The  writeoff  wiff 
be  done  o\er  a  long  period.  30  years, 
with  a  charge  of  only  82.3  million 
against  earnings  each  \ear. 

GAC  Corp.  makes  use  of  other  ac- 
counting pri\  ileges  and  options.  It  in- 
cludes both  earnings  and  capital  gains 
from  its  Puerto  Rican  insurance  sub- 
sidiaries, even  though  it  cannot  pay 
these  earnings  out  to  the  parent  com- 
pany without  losing  a  tax  exemption 
granted  under  Puerto  Rican  law.  Also 
included  in  earnings  in  recent  years 
ha\e  been  capital  gains  from  the  sale 
of  a  small  Atlanta  bank.  \ot  entirely 
greed\,  that  year  GAC  had  charged 
off  certain  finance  costs  that  have  pe- 
nalized reported  earnings. 

However,  while  GAC's  Finance 
Group  reported  $6  million  in  pretax 
income  in  1968,  it  paid  under  $1 
million  in  income  taxes. 


One  way  GAC's  low  tax  bill  has 
been  achieved  is  through  bargain  pur- 
chases of  assets.  In  some  cases  GAC 
has  bought  assets  for  less  than  book 
value.  This  can  create  either  "negative 
goodwill"  or,  alternatively,  loss  re- 
serves when  discounted  notes  are 
bought.  But  both  are  eventually  taken 
into  earnings.  At  other  times  GAC's 
Strothman  bought,  at  a  premium, 
companies  that  were  experiencing 
difficulties;  but  the  goodwill  was 
deemed  to  be  permanent. 

How  does  this  work?  In  the  case 
of  deficit-ridden  Highway  Trailer  In- 
dustries, a  company  GAC  took  over 
in  1965  to  protect  its  loans,  GAC 
sharply  marked  down  inventory  val- 
ues upon  acquisition.  The  company, 
however,  paid  a  $7-million  premium 
for  the  excess  of  cost  over  net  asset 
value,  capitalizing  the  resulting  good- 
will. As  GAC  sold  off  the  inventory 
of  trailers,  it  took  in  revenues  with 
no  corresponding  charge.  It  was  al- 
most inevitable  that  Highway  would 
go  to  a  profit.  It  made  $2.9  million 
in  1966  and  $2.4  million  in  1967. 
But,  alas,  last  year  Highway  Trailer 
was  in  the  red  again. 

On  top  of  this,  GAC  has  substantial 
leverage.  Its  long-temi  debt  alone  is 
$460  million,  with  almost  an  equal 
amount  of  short-teiTn  debt,  as  against 
only  $190  million  in  common  equity 
and  $102  million  preferred.  Aided  by 
all  this  leverage  and  by  a  liberal  use 
of  bookkeeping  options,  GAC  shows 
a  reasonably  good  return  on  common 
equity  of  about  19%. 

But  just  how  real  is  that  return? 
A  good  question.  ■ 


¥ 


^  merely  the  first  among  equals.  The 
prestige  of  his  position  gives  his  words 
impact,  especially  when  reinforced  by 
knowledge  and  character.  But  he  still 
has  just  one  vote. 

No  Horse-Trading 

The  attitude  of  these  men  was 
pi;etf>  much  expressed  the  other  day 
by  Vice  Chairman  James  L.  Robert- 
son (see  photo).  Opening  a  drawer 
in  his  desk,  he  pulled  out  the  scores 
of  the  last  3,000  games  of  squash  he 
pla\ed  with  foiTner  Chairman  Martin. 
"Xo  meml)er  horse-trades  with  anoth- 
er member  here,"  he  said.  "I've  played 
squash  and  tennis  with  Bill  Martin 
for  23  years,  but  we've  never  dis- 
cussed a  Federal  Reserve  problem 
around  the  court."  (In  typical  Fed 
fashion  he  won't  even  disclose  the  re- 
sults of  those  meetings.) 

Then,  sitting  ramrod  straight,  Rob- 
ertson, a  lawyer  and  foimer  FBI  man 
from  Broken  Bow,  Nev.,  said:  "A  gov- 
ernor  has   to   be   willing    to   be    the 


most  unpopular  man  on  the  earth. 
Vou  can't  help  hurting  .somebody. 
That's  why  Congress  gave  us  four- 
teen-year terms." 

The  assumption  that  Burns  has  a 
radically  different  outlook  than  Mar- 
tin's also  is  ill-foimded.  It's  based,  in 
part,  on  the  fact  that  Burns  was  Pro- 
fessor Milton  Friedman's  teacher  of 
economics  at  Rutgers  and  that  he  and 
Friedman  still  vacation  together  in 
Ely,  \'t.  Friedman  is  the  great  mone- 
tarist, who  believes  that  "money 
counts  most."  He  says  the  Fed  should 
expand  the  money  supply  at  a  fairly 
constant  rate  of  between  4%  and  5% 
and  not  choke  the  supply  to  control 
inflation,  opening  it  up  to  fight  reces- 
sion. Friedman  also  says  the  Fed 
shouldn't  tinker  with  interest  rates. 

Friedman  insists  the  tight-money 
policy  the  Fed  has  pursued  since  early 
"1969  has  made  a  recession  inevitable. 

There  -are  those  who  insist  that 
Burns  has  Friedmanite  leanings. 
Among   them    is   Beryl   W.    Sprinkel, 


the  Friedmanite  economist  of  Chica- 
go's Harris  Trust,  who  says:  "Dr. 
Burns  leans  toward  what  I  consider 
the  right  position  on  money." 

But  other  economists  don't  see 
Burns  quite  that  way.  They  admit 
that  he  does  find  merit  in  some  of 
Friedman's  ideas,  but  he's  not  so  far 
from  ex-Chairman  Martin's  views  as 
some  people  think.  "Arthur  and  Bill 
are  very  different  people,"  says  econ- 
omist Guy  Noyes  of  Morgan  Guar- 
anty, "but  both  think  a  stable  dollar 
is  the  most  important  job  of 
the  Fed." 

Interest  rates  seem  to  have  passed 
their  peaks,  and  certainly  the  econo- 
my is  easing.  But  it  would  be  foolish 
to  conclude  that  dramatic  changes  in 
Federal  Reserve  policy  are  imminent. 
And  risky  to  judge  the  changing  of 
the  guard  at  the  Fed  as  very  much 
more  than  the  replacing  of  one  very 
good,  mildly  conservative  economist 
with  another  very  good,  mildly  con- 
servative economist.  ■ 
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Dark  Cloud  with  a  Copper  Lining 

The  copper  industry  is  under  a  cloud  because  of  nationalism  and 
expropriation.  But  the  cloud  may  well  have  a  very  bright  lining. 


How  would  you  like  to  be  so  efficient 
in  your  business  that  you  could  sell 
your  products  at  prices  20%  less  than 
your  competitors'  and  still  make  so 
much  money  that  you're  a  little  em- 
barrassed by  it?  That's  just  about 
where  the  big  copper  producers  are 
today. 

They  have  just  wound  up  the  best 
year  in  their  history,  surpassing  the 
iioom  \ears  of  the  mid-Fifties  by  wide 
margins.  Phelps  Dodge  ma>-  have 
topped  its  1956  record  by  onl>'  4.3%, 
and  Kennecott  by  12.7%,  but  Copper 
Range's  earnings  were  up  46%,  and  In- 
spiration's .5.5%,  while  American  Smelt- 
ing &  Refining's  more  than  tripled. 
With  the  U.S.  copper  price  up  33%  in 
a  \'ear,  the  odds  are  overwhelming 
that— in  spite  of  the  profits  squeeze 
afflicting  so  much  of  the  industry— 
1970  is  going  to  be  e\'en  better. 

Yet  the  stock  market  isn't  im- 
pressed. Anaconda  currentK  sells  at 
a  40%  discoimt  from  asset  \'alue  and 
at  only  six  times  1969  earnings. 
Keiniecott,  the  bulk  of  its  mines 
tucked  safely  within  the  Continental 
U.S.,  currently  brings  just  nine  times 
earnings.  Copper  Range,  which 
earned  S7  a  share  last  vear  and  could 


earn  as  much  as  $9.50  this  year,  re- 
cently sold  for  just  70— 7J2  times  prob- 
able 1970  earnings.  This  in  a  market 
where  even  the  depressed  Dow-Jones 
industrials  had  an  average  price/earn-  . 
ings  ratio  of  13.6. 

The  stock  market  may  well  be 
wrong  in  its  assessment  of  copper's 
potential.  But  it  is  not  hard  to  see 
why  the  market  is  skeptical. 

In  May  1969,  the  president  of 
Chile,  Eduardo  Frei  Montalva,  an- 
nounced that  the  Chilean  go\ernment 
intended  to  acquire  a  major  interest 
in  Anaconda's  El  Salvador  and  Chu- 
quicamata  copper  mines,  two  of  the 
richest  and  most  profitable  in  the 
world.  Three  \ears  earlier,  Chile  had 
more  or  less  forced  Kennecott  to  sell 
it  a  51%  interest  in  the  great  El  Teni- 
ente  mine  and  had  grabbed  a  30% 
interest  in  Cerro's  S157-million  Rio 
Blanco  project  as  well.  Said  one  Chil- 
ean official  recently:  "We  will  continue 
to  push  for  the  recoverx*  of  the  basic 
resources  of  the  country." 

For  the  copper  industr\-,  Chile  was 
just  the  beginning.  In  August  Presi- 
dent Kenneth  Kaimda  of  Zambia,  the 
world's  second-largest  copper  produc- 
er, made  his  move.  He  asked  the  two 


companies  that  made  up  its  copper 
industry',  U.S. -controlled  Roan  Selec- 
tion Trust  and  Anglo  American  Corp. 
of  South  Africa,  "to  give  a  controlling 
51%  interest  in  their  shares  to  the; 
state."  Said  he,  "It  must  have  been 
obvious  to  everybody  that  at  some 
time  we  were  going  to  take  this  step." 

Then,  in  September,  General  Juan 
Velasco  Alvarado,  president  of  Peru's 
military  junta,  decreed  that  all  mining 
companies  holding  concessions  granted 
before  1965  must  submit  plans  to  the 
government  for  developing  them  by, 
the  \'ear's  end  or  have  them  canceled. 
Velasco's  decree  seemed  to  be  aimed 
particularly  at  American  Smelting  & 
Refining's  Southern  Peru  Copper  affili- 
ate, which  after  15  years  had  still  not 
made  any  move  to  develop  its  big 
Cuajone  concession.  But  Velasco  had 
ahead)'  expropriated  some  Peruvian 
operations  of  International  Petroleum, 
W.R.  Grace  and  International  Tele- 
phone &  Telegraph.  The  decree 
seemed  to  suggest  that  the  mining 
companies  were  next. 

Earlier,  in  1966,  General  Joseph 
Mobutu,  president  of  the  Congo  (Kin- 
shasa), had  seized  the  copper  prop- 
erties of  Union  Miniere  du  Haut  Ka- 
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tansja.  With  Chile,  Zambia  and  the 
Coiieo  all  on  the  expropriation  trail, 
'close  to  40'?  of  the  non-Communist 
world's  copper  production— and  50? 
of  all  copper  produced  outside  the 
U.^.— was  now  under  government 
domination.  57"?  if  >ou  throw  in  Peru. 

Ha\  ing  engineered  these  takeovers, 
the  industry's  new  nationalist  copper 
kings— Frei  and  \'elasco,  Kaunda  and 
Mobutu- had  every  intention  of  mak- 
ing their  weight  felt  on  an  interna- 
tional scale.  To  accomplish  that,  the 
four  countries  had  already  formed 
CIPEC,  the  Intergovernmental  Coun- 
cil of  Copper  Exporting  Countries. 
President  \elasco  told  the  CIPEC 
ministers  in  Lima  last  December  that, 
through  CIPEC,  Chile,  Peru,  Zambia 
and  the  Congo  "have  in  their  hands 
the  power  to  change  the  point  of 
decision-making.  Through  an  intelli- 
gentU  coordinated  policx,  our  coun- 
tries will  no  longer  be  at  the  mercN 
of  interests  which  are  not  our  own, 
since  we  hold  the  key  to  80*?  of  the 
world's  copper  exports. " 

In  blunter  language  N'elasco  was 
sasing;  The  industrialized  countries 
are  getting  our  copper  too  cheapK ; 
b>'  controlling  the  suppl>,  we  can 
push  the  price  up.  These  raw  materi- 
als are  all  we  ve  got,  and  unless  we 
get  a  better  price  for  them,  how  are 
we  going  to  raise  our  people's  stand- 
ards of  living? 

How  far  the  CIPEC  countries  can 
go  in  raising  prices  before  they  bump 
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The  way  things  are  going,  the  world  shortage  of  copper  should  be 
over  by  the  end  of  1970.  Capacity  right  now  is  rising  a  bit  faster 
than  demand,  and  the  chart  shows  what  the  supply-demand 
relationship  will  be  if  present  trends  continue.  But  it's  a  mighty 
big  if.  And  why?  Because  1)  strikes  and  start-up  problems  at  new 
mines  may  retard  supply,  and  2)  additional  supplies  may  be 
absorbed  by  users  who  currently  cannot  get  enough  copper.  The 
fact  is  that  nobody  really  knows  what  the  situation  will  be  like 
ten  months  from  now. 
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into  the  old  laws  of  supply  and  de- 
mand remains  to  be  seen.  The  fact  is, 
however,  that  their  governments  have 
already  had  considerable  success  in 
getting  copper  prices  up. 

Until  the  mid-Sixties,  the  U.S.  and 
British  companies  operating  in  Chile 
and  Zambia  had  pretty  much  set  the 
price  themselves.  But  in  1964  a  new 
government  took  over  in  Chile,  and 
Zambia  became  an  independent  state. 
Determined  to  protect  their  markets 
from  the  intrusions  of  competing  ma- 
terials, the  producers  continued  to  hold 
their  price  down— to  a  modest  42 
cents  a  pound— even  after  prices  had 
begun,  to  move  up  on  the  London 
Metal  Exchange,  that  great  but  high- 
ly' speculative  free  market  in  nonfer- 
rous  metals.  Consumers  who  lacked  a 
regular  supply  of  42-cent  producer 
copper  had  to  buy  it  on  the  LME 
at  60,  70  and  80  cents  a  pound,  and 
not  surprisingly,  the  Chileans  felt  they 
were  being  shortchanged.   Finally,  at 


Economies  Of  Scale.  In  the 
copper  industry,  underground 
mines  are  largely  a  thing  of 
the  past.  The  future  lies  in 
open-pit  mines  like  Kenne- 
cott's  mile-wide  pit  at  Bing- 
ham Canyon,  Utah.  The  Utah 
pit  averages  0.7%  copper, 
but  new  mines  like  Lornex 
(0.43%)  in  British  Columbia 
and  Sieritta  (0.35%)  in  Ari- 
zona involve  grades  thought 
uneconomic   five   years   ago. 


a  time  when  LME  copper  was  reach- 
ing toward  an  all-time  high  of  98.7.5 
cents  a  pound,  the  Chilean  govern- 
ment intervened.  It  forced  the  copper 
companies  to  raise  the  Chilean  price 
in  a  single  step  by  20  cents  a  pound. 
A  few  months  later  Zambia,  too, 
abandoned  the  producer  price  sys- 
tem and  began  selling  its  copper  on 
the  basis  of  the  LME  price— a  prac- 
tice that  eventually  all  the  CIPEC 
producers  adopted.  From  42  cents  a 
pound,  the  CIPEC  countries  moved 
to  an  LME  price  that  in  1966  av- 
eraged nearly  70  cents  a  pound. 

No  Hiding  Place 

Many  of  the  copper  companies 
feared  that  the  higher  prices  would 
hurt  demand.  But  without  most  pro- 
ducers being  quite  aware  of  it,  a 
shortage  had  begun  to  develop  that 
served  to  support  a  higher  level  of 
world  prices  all  through  the  late  Six- 
ties, and  even  the  end  of  the  eight- 
month-long  U.S.  copper  strike  two 
years  ago  did  not  bring  supply  and 
demand  into  balance. 

The  fact  is  that  copper  inventories 
are  low  everywhere  in  the  world.  De- 
mand continues  to  boom,  especially 
in  Europe.  The  Red  Chinese  continue 
to  absorb  maybe  150,000  tons  a  year, 
and  strikes  continue  to  hinder  Canadi- 
an production.  Certainly  a  modest  sur- 
plus ought  to  develop  by  the  end  of 
1970  and  extend  for  several  years 
thereafter  {.see  chart),  but  don't  bet 
on  it.  Later  this  year,  labor  contracts 
expire  in  Canada,  Chile  and  Peru, 
and  in  the  U.S.  in  1971;  politics  and 
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Big  Gap.  There's  always  been  some  spread  between  ihe  U.S.  and  the 
LME  copper  price,  but  of  late,  it  has  run  to  20  cents  a  pound  and  more. 


the  weather  normally  have  an  unpre- 
dictable effect  on  production.  Even  an 
end  to  the  \'ietnam  war,  though  it 
might  free  186,000  tons  of  copper  for 
other  uses,  might  also  stimulate  the 
U.S.  Government  to  replenish  its 
stockpile.  "Greater  availability,"  says 
Sir  Ronald  Prain,  chairman  of  Zam- 
bia's Roan  Selection  Trust,  "may  lead 
to  an  improved  consumption  rate.  All 
in  all,  it  would  be  just  as  dangerous 
to  assume  substantially  lower  prices 
as  it  would  be  to  believe  the  present 
level  will  be  maintained  or  increased." 
Most  of  the  burden  of  higher  prices 
has  fallen  on  consumers  in  Western 
Europe,  which  has  almost  no  copper 
of  its  own.  But  even  the  U.S.  has 
been  affected.  Though  the  U.S.  boasts 
28^  of  the  world's  copper  reserves,  it 
consumes  more  than  32?  of  its  output, 
and  last  year  close  to  10%  of  what  it 
consumed  cam-^-  from  imports.  As  long 
as  at  least  part  of  its  supplies  come 
from  abroad,  it  's  impossible  to  com- 
pletely insulate  the  I'.S.  m.iikf  t  from 


the  conditions  that  apph'  elsewhere 
in  the  world. 

Yet,  for  nearly  a  decade  now,  U.S. 
producers  have  done  their  best  to  re- 
sist the  upward  pressures  of  the  world 
price.  All  through  1964  and  1965, 
for  instance,  when  the  LME  price 
ranged  as  high  as  63  cents,  the  U.S. 
producers'  price  rose  no  higher  than 
36  cents  a  pound,  \\hen  the  pressure 
of  higher  world  prices  began  to 
mount,  the  U.S.  Go\ernment  tried  to 
reliex'e  it  by  selling  off  some  670,000 
tons  of  copper  from  the  go\ernment 
stockpile.  E\en  this  was  not  enough. 
In  No\ember  1965,  when  the  LME 
price  hit  70  cents  and  be>ond,  the 
big  U.S.  producers— Kennecott  except- 
ed—ventured  to  raise  the  price  to  38 
cents  a  pound,  and  the  Johnson  Ad- 
ministration forced  them  to  roll  the 
price  back  to  36  cents. 

In  the  more  pennissive  atmosphere 
of  the  NLxon  Administration,  the  big 
U.S.  producers  ha\'e  nudged  the  price 
up  in  five  steps  from  42  cents  a  pound 


in  January  1969,  to  56  cents  in  Jan- 
uary 1970.  But  even  at  that  le\el,  the 
U.S.  price  is  still  25%  below  the  price 
of  copper  in  Europe,  and  the  demand, 
if  an\thing,  has  increased  rather 
than  abated. 

In  Febiniary  Kennecott,  Anaconda, 
Phelps  Dodge,  Asarco  and  Inspiration 
were  still  selling  their  metal  at  56 
cents  a  pound.  Copper  Range  was 
4  cents  higher.  But  most  of  the  other 
suppliers  in  the  U.S.  were  more  near- 
•ly  in  hne  with  the  LME.  No.  One 
grade  scrap— roughly  equi\alent  to 
virgin  copper— was  going  for  68  cents 
a  pound.  Without  making  much  fuss 
about  it,  the  smaller  producers,  Pima 
Mining,  Cyprus  Mines,  Duval  and 
Magma  Copper,  among  others,  were 
selling  for  the  best  price  they  could 
get— more  or  less  at  the  London 
Metal  Exchange  72-cent  level. 

\\'hat  had  started  as  a  move  by 
underdeveloped  countries  to  get  a 
larger  slice  of  the  pie  had  ended  b\ 
putting  large  profits  into  the  pockets 
of  the  big  copper  companies.  Which 
is  precisely  why  the  stock  market  ma\ 
be  wrong  about  copper.  The  market  is 
pessimistic  because  it  is  worried  about 
expropriation;  expropriation  may,  in 
the  end,  make  large  parts  of  the 
copper  industry  very  much  more 
prosperous. 

A  complication  remains.  The  big 
producers  haven't  been  selling  their 
output  on  a  first-come,  first-serve  ba- 
sis. Instead,  they  have  been  allotting 
it  to  long-standing  customers  on  the 
basis  of  their  traditional  buying  pat- 
terns. Customers  new  to  the  market 
or  those  expanding  their  market 
shares  were  pretty  much  out  of  luck. 
The  prices  of  copper  products  obvi- 
ously have  to  be  based  on  the  blended 
price— that  is,  a  weighted  average  re- 
flecting all  the  various  prices  at  which 
fabricators  buy  their  copper.  Hence 
a  fabricator  who  gets  the  bulk  of  his 
copper  at  56  cents  a  pound  is  obvi- 
ously in  a  much  better  competitive 
position  than  one  who  gets  the  bulk 
of  it  at  68  or  70  cents  a  pound.  The 
fabricators'  complaints  eventually 
reached  the  ^\'hite  House,  and  early 
this  year  the  President  appointed  a 
special  committee  headed  by  Hendrik 
Houthakker  of  the  Council  of  Eco- 
nomic Advisers  to  study  the  copper 
industry's  pricing  and  distribution 
practices  to  see  what  could  be  done 
about  them  (see  box,  p.  36). 

"We  have  by  and  large  felt  that  the 
fairest  way  was  to  give  our  copper 
to  our  long-standing  customers,"  says 
George  Munroe,  president  of  Phelps 
Dodge.  "We  don't  know  how  else  to 
handle  it.  Obviously,  if  you've  got  a 
product  selling  for  20  cents  less  than 
it  does  at  the  store  down  the  street, 
(Continued  on  page  33) 


28 


FORBES,   MARCH    1,   1970 


The  1970  Lincoln  Continental. 
:s  looks  tell  vou  it's  different.  Its  ride  tells  m3u  how^  different. 


Jntil  you've  driven  it  yourself,  you  cannot  fully  appre- 
ciate the  first  altogether  new  Lincoln  Continental 
in  nearly  a  decade. 

ts  impressive  new  size  is  immediately  apparent.  So  is 
its  distinctive  new  st>'ling.  But  above  all,  Lincoln 
Continental  makes  this  the  year  of  The  Ride. 

rhe  Ride  is  the  result  of  many  innovations.  A  longer 
wheelbase.  The  widest  stance  on  the  road  today. 
The  industry's  largest  drive  shaft,  rubber-cush- 
ioned to  eliminate  vibration. 


The  4-coil  spring  suspension.  The  seat  cushions'  five 

inches  of  latex  foam  padding. 
And  the  remarkable  deep-breathing  460  cubic-inch 

engine.  At  turnpike  speed,  it  is  so  hushed,  so 

smooth  you  are  scarcely  aware  it  is  running. 
Your  first  ride  in  the  1970  Lincoln  Continental  will 

open  to  you  a  serene  new  world  of  comfort  and 

quiet  unprecedented  in  a  motorcar. 
Discover  The  Ride.  Test  drive  the  Lincoln  Continental 

at  your  Lincoln-Mercury  dealer's. 
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Our  newest  idea 
s  pure  rubbish. 


We  say  trash 

:an  huild  roadbeds, 

ind  we  know  how  to  do  it. 

Burn  it. 

But  not  with  an  ordinary 

ncinerator. 

Use  a  solid  waste  disposal 
system  that's  3000°F  hot. 
'hen  feed  it  anything, 
even  the  kitchen  sink. 

With  3000°  heat, 
anything  that  can  burn  will. 
What  can't  burn  will  come  out 
as  a  fine  gravel  you  can  build 
roadbeds  with.lt  will  be  inert, 
unable  to  putri/y  or  poiiute. 

Materials  to  make  the  superhot 
system  are  our  stock  in  trade. 
We  make  them  to  line  steel 
blast  furnaces  and  shrug  off 
searing  abuse. 

We  also  make  the  dust  collectors 
the  system  will  need. 


We  recently  arranged  for  design 
and  construction  capability. 
Soon,  Torrax  Systems,  Inc., 
our  joint  venture  with  the 
A.  E.  Anderson  Construction 
Corporation,  will  build  our  kind 
of  system  under  a  federal 
demonstration  grant.  It  will  be 
in  Erie  County,  New  York,  where 
rubbish  becomes  a  roadbed. 

Call  Mr.  Mark. 

If  you  want  to  learn  more 

about  our  system 

call  Mr.  Stanley  D.  Mark,  Jr., 

president  of  Torrax, 

at  716-694-4400 

The  Carborundum  Company, 
Niagara  Falls,  N.  Y.  14302. 


CARBORUNDUM 


CalComp  even  makes  software 
for  the  softwear  makers. 


CalComp  makes  terrific  plotters, 
all  right. 

But  it's  really  our  software  that 
makes  our  plotters  the  greatest. 

You  see,  nobody  else  offers  you 
what  we  do.  Over  3,000  programs 
of  basic  and  functional  software. 
Plus  applications. 

Like  our  new  automatic  pattern 
grading  forapparel  makers.  (Which 
figured  out  these  paper  patterns  for 
different-size  bikinis.) 

Like  our  general  contouring  pro- 
gram. For  precise  maps  of  oilfields, 
oceans,  weather  and  stars. 

Like  a  business  program  that 
generates  financial  graphs.  An- 
other that  puts  out  PERT  schedules. 
Another  for  CPM  scheduler.  And 
still  another  that  plots  the  flowchart 
of  any  other  computer  program. 


Like  a  subdivision  mapping  pro- 
gram that  rapidly  plots  lots  of 
lot  plots. 

Like  a  3-D  program  that  can 
actually  draw  three  dimensional 
surfaces  from  any  angle.  And  in 
any   perspective.   Even   in  stereo. 

And  the  best  part  is,  CalComp 
software  is  ready  and  available 
for  all  kinds  of  CalComp 
plotters.  Including  our  basic 
CalComp  drum  plotters, 
giant  CalComp  flatbed 
plotters  and  even  speedy 
CalComp  microfilm  plotters. 

In  fact,  CalComp  is  the 
leader  in  computer  graphics 
With  sales,  service  and 
software  support  in  34 
cities  around  the  world. 

So  if  you  need  help 


with  some  kind  of  graphics  prob- 
lem, call  your  nearest  CalComp 
man  today. 
You  never  had  it  so  soft. 

TEACH  YOUR  COMPUTER  TO  DRAW. 
California  Computer  Products,  Inc. 
Dept.  S-3,  305  N.  Muller  Street, 
Anaheim,  California  92803 


(Continued  from  page  28) 
evenbodv'  wants  to  buy  it  from  you." 
So  you  have  a  strange  situation. 
Here  are  the  big  producers  actually 
selling  copper  for  less  than  the  market 
will  bear.  And  in  spite  of  that,  their 
profits  are  going  way  up.  Last  \ear, 
Phelps  Dodge  earned  16.8?  on  its 
stockholders'  equity-  vs.  an  average  of 
14.6?  in  the  five  years  preceding.  Ken- 
necott  earned  16.2?  vs.  a  12.8?  aver- 
age; Copper  Range,  17.8?  vs.  11.6?; 
Inspiration,  27?  vs.  13.9?.  Even  Ana- 
conda would  have  earned  13.5?  l-s. 
9.1?,  if  Chile's  nationalization  program 
had  not  cut  its  earnings  by  one-third. 
The  best  is  \et  to  come.  These  1969 
earnings  reflected  an  average  U.S.  price 
of  48  cents  vs.  56  cents  currently. 

Pollfkal  Costs 

.According  to  classical  economic 
theor>.  the  level  of  prices  that  the 
LME  has  attained  over  the  past  five 
years  by  this  time  ought  to  have  stim- 
ulated substantial  additional  produc- 
tion—enough to  release  the  pressure 
on  the  price.  But  the  fact  is,  it  did  not. 
I?et\veen  1965  and  1969  capacity  in 
the  CIPEC  countries,  where  prices 
averaged  61  cents  a  pound,  expanded 
only  8.6?.  In  the  U.S.,  despite  an 
average  price  of  only  41  cents,  ca- 
pacit\    rose   22.5?.    VVhat   held    back 


faster  development?  Several  factors. 
One  was  the  long  lead  time  required 
to  build  new  mines:  four  to  six  years 
on  average.  Another  was  the  increas- 
ing cost:  about  S3,000  a  ton,  double 
the  cost  of  ten  years  ago.  And  finally, 
the  growing  hesitation  about  pouring 
money  into  countries  where  the  risk 
of  expropriation— or  at  least  interfer- 
ence—was mounting.  In  Peru,  for  in- 
stance. Southern  Peru  Copper's 
Tocquepala  mine  went  into  production 
in  I960,  and,  except  for  Cerro's  Cob- 
riza  in  1968,  that  was  the  last  big 
copper  mine  to  be  developed,  though 
there  are  plenty  of  other  prospects: 
spec's  Quellaveco  concession,  Asar- 
co's  Michicjuillav,  Cerro's  Morococha 
and  Anaconda's  Cerro  Verde. 

Getting  new  production  under  cur- 
rent conditions  is  not  easy.  In  Zambia, 
President  Kaunda  complained  repeat- 
edly that  RST  and  Anglo  American 
exploited  only  Zambia's  high-grade 
deposits  and  neglected  the  rest,  and 
RST's  Prain  was  forced  to  explain 
again  and  again  that  the  government's 
royalty  system,  based  as  it  was  on 
LME  selling  prices  rather  than  prof- 
its, discriminated  against  lower-grade, 
higher-cost  mines. 

In  Chile,  Anaconda  and  Kennecott 
laced  similar  problems.  A  decade  ago 
both  companies  announced  major  ex- 


pansion program.s— $200  million  for 
Kennecott,  $128  million  for  Anaconda, 
but  neither  was  willing  to  proceed 
with  them  until  they  were  assured 
that  Chile  would  not  tax  away  the  re- 
tinn  on  their  investment.  Said  Charles 
D.  Michaelson,  president  of  Kenne- 
cott's  Metal  Mining  division:  "Tax 
rates  had  been  raised  to  a  nearly  con- 
fiscatory level  of  90?,  and  the  accu- 
mulation of  capital  was  impossible." 

In  the  end  Kennecott  won  a  reduc- 
tion in  its  tax  rate  but,  to  gain  it, 
had  to  agree  to  sell  Chile  a  51%  in- 
terest in  its  El  Teniente  mine  for  $80 
million  in  cash.  El  Teniente  then 
launched  a  $230-million  expansion 
program,  and  though  Kennecott 
plowed  back  the  $80  million  it  had 
received  for  the  government's  51%  in- 
terest, its  new  capital  commitments 
have  been  concentrated  elsewhere. 

Anaconda,  in  return  for  a  tax  re- 
duction, agreed  to  spend  $170  mil- 
lion to  expand  its  Chilean  output  by 
50'l.  All  told.  Anaconda  sank  $95  mil- 
lion of  its  own  capital  into  Chile  before 
the  government  effected  its  takeover. 
Anaconda  was  preparing  to  spend  an- 
other $100  million  in  Peru  when  the 
revolution  put  a  crimp  in  its  plans. 
In  the  circumstances.  Anaconda  will 
think  twice  about  making  any  addi- 
tional capital  outlays  in  Chile. 


The  Copper  Producers 
A  statistical  Profile 

In  any  other  industry,  the  world's  great  copper  producers  would  stack  up  as  growth  com- 
panies. And  they  are,  highly  profitable  ones,  and  growing  more  profitable  every  year.  Buf 
in  Wall  Street  the  risks  seem  so  great  that  most  of  them  are  selling  at  bargain-counter  prices. 


1968 

Latest 

Copper 

1969 

Net 

5  Yr.  Annual 

5  Yr.  Return 

12  Months 

1968-70 

Recent 

P/E 

Production 

Sales 

Income 

Earnings 

On 

Return  On 

Price  Range 

Price 

Ratio 

Company 

(Million  Lbs.; 

(Millions) 

(Million) 

Per  Share 
Growth 

Stockholders' 
Equity 

Stockholders' 
Equity 

66'/4— 267/8 

283/8 

6 

Anaconda 

1,109.7 

$1,420.0 

$  99.2 

10.30/0 

9.1% 

8.9% 

55V2-37 

461/8 

9 

Kennecott  Copper 

756.4 

1,050.0 

165.3 

17.2 

12.8      • 

16.2 

495/8-243/8 

301/2 

10 

Am.  Smelting  &  Refining 

152.8 

771.0 

99.4 

13.3 

18.6 

17.0 

553/4-293/4 

47 

11 

Phelps  Dodge 

998.2 

630.0 

89.4 

10.4 

14.6 

16.6 

9'/2-3'/2 

6 

3 

Roan  Selection  Trust 

736.3 

416.5 

70.8 

29.5 

27.1 

45.8 

44-221/8 

311/8 

12 

Newmont  Mining 

300.0 

225.0 

64.0 

15.0 

22.9 

18.7 

16—5 

15 

50 

Mount  Isa 

107.8 

152.8 

31.0 

26.0 

13.3 

23.6 

791/4—36 

697/8 

10 

Copper  Range 

155.8 

102.3 

15.9 

23.8 

11.6 

17.8 

90—577/8 

841/4 

9 

Hudson  Bay  Mining 

83.4 

96.0 

30.0 

14.5 

21.2 

23.9 

75—24 

333/4 

4 

Atlas  Consol.  Mining 

93.1 

66.0 

32.0 

51.0 

52.6 

74.1 

66—301/2 

611/2 

11 

Inspiration  Con.  Copper 

85.8 

60.4 

13.4 

15.2 

13.9 

27.1 

1281/2—89 

1151/4 

7 

O'oKiep 

82.9t 

42.0 

16.7 

8.9 

73.6 

60.2 

Mineral  Resource  Companies 

37-271/8 

351/8 

13 

Am.  Metal  Climax 



753.4 

69.1 

6.7 

17.2 

15.2 

19—12 

I6V4 

48 

Rio  Tinto 

184.8* 

750.0 

48.6 

11.5 

13.4 

10.1 

471/8-325/8 

411/8 

26 

International  Nickel 

314.2 

650.0 

116.0 

-2.2 

15.9 

12.2 

525/8-223/8 

247/8 

5 

Cerro 

117.3 

490.0 

38.7 

8.3 

13.4 

11.8 

377/8-221/4 

325/g 

14 

Noranda 

99.4 

418.0 

55.0 

11.4 

18.1 

16.4 

493/4—19 

19V2 

9 

Texas  Gulf  Sulphur 

410.8' 

320.0 

68.3 

39.0 

23.9 

23.0 

625/8-433/4 

625/8 

12 

Cyprus  Mines' 

99.0^ 

235.0 

24.4 

20.5 

14.0 

15.7 

NA 

IVs 

20 

Anglo-American 

771.4 

NA 

52.0 

6.7 

15.1 

15.2 

Note:  Estimates  h 

3ve  been  used  in  the 

absence  of  1969  data.  NA— Not  Avoiloble      t— blister  copper     *— copper  concentrate     t— anode  and 

copper  concentrate 
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Into  The  Fire?  Under  President  Frei's  Chileanization  program,  the 
government  now  has  an  interest  in  all  of  the  country's  big  copper 
mines,  including  El  Teniente  (below),  the  world's  largest  underground 
mine.  But  Chileanization  may  create  even  worse  problems  than  it  solves. 
One  of  the  main  motives  for  last  October's  abortive  military  revolt 
(above)  was  the  officers'  claim  that  they  were  being  paid  far  less  than 
the  workers  in  the  mines.  Says  one  copperman:  "The  President  used 
to  be  able  to  say,  'Those  rich  gringos  can  afford  to  pay  such  wages. 
But  we're  just  the  poor  Chilean  government.'  What  can  he  say  now?" 


Peruvian  officials  like  to  point  out 
that  in  the  past  few  months  Asaico 
and  its  partners  in  Southern  Peru  Cop- 
per—Phelps  Dodge,  Nevvniont  Min- 
ing and  Cerro— have  committed 
themselves  to  spending  $355  million 
developing  the  Cuajone  orebody.  But 
that  $355  million  is  contingent  on 
"Southern  Peru's  success  in  arranging 
opportunely  the  necessary  financing," 
and  that  may  not  be  easily  come  by. 
Nobody  has  suggested  that  any  of 
SPCC's  proprietors  is  prepared  to  in- 
vest any  money  of  their  own.  In  the 
past,  Peiaivian  mining  investments  have 
been  largely  guaranteed  by  the  U.S 
Government— just  as  Freeport  Sul- 
phur's new  copper  development  in 
West  Irian  has  been— but  it's  prob- 
lematic whether  such  guarantees  will 
be  available  to  Peru  in  the  near  future. 

"When  you  have  such  rich  mines," 
one  Chilean  official  says  complacent- 
ly, "money  will  come  from  some- 
where." Perhaps,  but  where  else  but 
in  the  U.S.  can  enough  large-scale, 
long-tenn  capital  be  raised? 

Meanwhile,  the  copper  industry  has 
been  stepping  up  its  exploration  and 
development  efforts  in  other  parts  of 
the  world  where  the  investinent  cli- 
mate may  be  more  congenial— Cana- 
da, Australia,  Indonesia  and  the 
Philippines,  South  Africa  and  Iran,  for 
instance.  And,  of  course,  in  the  U.S., 
higher  prices  have  extended  mineable 
reserves  and  given  long-marginal 
properties  like  Anaconda's  ancient 
Butte,  Mont,  mine  a  new  lease  on  life. 

"By  taking  these  richer  properties 
from  the  control  of  private  capital," 
says  Asarco's  vice  president  of  sales, 
Simon  Strauss,  "in  a  sense  what  Mr. 
Kaunda,  President  Frei  and  Mr.  Mo- 
butu have  done  is  to  create  an  incen- 
tive for  bringing  in  lower-grade  mines 
elsewhere— by  appearing  to  create  a 
higher  level  of  profitability  for  them." 
All  this  goes  a  long  way  toward  ex- 
plaining why  capacity  has  grown  half 
again  as  fast  in  the  U.S.  as  in  the 
CIPEC  countries. 

For  the  CIPEC  countries,  the  first 
real  test  of  their  economic  weight  will 
come  with  any  sharp  break  in  the 
LME  price.  In  the  early  Sixties,  cop- 
per producers  around  the  world  cur- 
tailed production  in  order  to  bring 
supply  in  line  with  demand,  and  for 
three  \ears  the  Zambian  producers 
succeeded  in  stabilizing  the  LME 
price  at  29?4  cents,  a  price  most  people 
could  live  with.  Whether  the  CIPEC 
countries  could  do  as  well  in  stabilizing 
prices  in  time  of  glut  is  questionable. 
"What  the  Zambian  producers  did  in 
the  early  Sixties,"  says  one  copper  ex- 
ecutive, "will  be  harder  to  do  with 
the  governments  calling  the  shots. 
These  countries,  all  of  them  relative- 
ly poor,  are  greatly  in  need  of  rev- 
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A  North  American  Philips  company 

keeps  kids  from  becoming 

mother's  worst  enemy. 


Rubella— German  measles.  When  a 
child  catches  it,  he's  usually  in  for 
nothing  worse  than  three  or  four 
days'  discomfort.  But  it  makes  him 
mother's  worst  enemy  if  she  happens 
to  be  pregnant,  and  catches  it  from 
him. 

Rubella  can  kill,  blind  or  deform 
unborn  babies,  give  them  heart  le- 
sions or  brain  damage.  In  the  last 
e|)idemic,  2,100  babies  were  born 
dead,  ami  20,000  with  birth  defects, 
because  of  rubella.  And  we're  due 
for  another  epidemic  this  year  or 
next. 

PEPI.  Inc..  a  subsidiary  of  North 
.American  Philips  Corporation,  has 
developed,  and  received  Government 
license  for,  a  vaccine  that  makes  chil- 
dren immune  to  rubella.  If  kids 
don't  catch  it,  probably  nobody  else 
will.  The  Government  is  studying  a 
plan  to  inoculate  every  child  in  the 
country.  About  seventy  million 
closes  would  be  needed. 

Measles,  leopards  and  puppies 

North  American  Philips  is  perhaps 
best  known  as  the  source  of  Norelco - 
sha\ers.  What  are  we  doing  in  phar- 
maceuticals? Plenty. 

A  few  years  before  PEPI's  Philips 
Roxane  division  developed  the  ru- 
bella vaccine,  they  developed  a  vac- 


cine for  ordinary  measles,  l-'or  three 
and  a  half  years  Philips  Roxane  was 
exclusi\e  supplier  of  single-dose 
measles  vaccine  imder  Federal  Gov- 
ennnent  contracts. 

This  same  division  developed  a 
uni(|ue  \  ac(  ine  for  a  deadly  and  con- 
tagious cat  disease.  Ihat  in  itself  is 
a  huge  market,  and  zoo  veterinari- 
ans all  ()\er  the  country  use  it  to  help 
keep  tiicir  valuable  lions  and  leop- 
aids  healthy. 

Philips  Roxane  also  makes  a  com- 
prehensive line  of  vaccines  for  farm 
animal.9.  .And  they  have  patented  the 
only  distemper  vaccine  that  can  be 
given  to  pupjjies  within  a  few  days 
of  birth,  thus  protecting  them  dur- 
ing their  most  susceptible  period. 
Until  now,  distemper  vaccine  could 
be  administered  only  when  the  dog 
was  between  six  and  sixteen  weeks 
old,  a  tense  interval  indeed  for  ken- 
nel owners. 

Philips  Roxane  Laboratories  has 
also  developed  a  new  idea  in  liquid 
drug  packaging,  the  Hospital  Li- 
quid Unit  Dose  system.  Each  mea- 
sured dose  of  medication  is  sealed 
in  its  own  container,  clearly  labeled 


and  tamperproof.  It  needs  no  mix- 
ing or  measuring.  It  saves  time.  And 
it  assures  that  the  right  amount  of 
the  rigiit  medicine  is  delivered  to 
the  hospital  patient. 

No  half  measures 

North  American  Philips  is  by  no 
means  a  giant  in  pharmaceuticals. 
But  w  e're  successful  because  we  have 
a  theory.  We  study  an  industry,  such 
as  pharmaceuticals,  and  identify  the 
field  whose  problems  we  can  solve 
most  profitably— in  this  case,  vaccine 
technology.  Then  we  work  hard  at 
whatever  helps  solve  those  prob- 
lems, and  ignore  what  doesn't. 

Our  corporate  philosophy  is  the 
same  idea  on  a  larger  scale.  We  con- 
centrate on  the  things  we  know  we 
do  best:  electrical  and  electronic 
products;  chemicals  and  pharmaceu- 
ticals; consumer  products  and  ser- 
vices; and  professional  ecjuijjment. 

This  discipline  has  helped  us  grow 
from  a  fbur-million-dollar  company 
to  a  $550-million  company  in  fifteen 
years.  Nothing  flashy,  but  good 
sound  progress. 

If  you  want  to  know  more  about  us, 
send  for  our  Annual  Report.  Write 
to  Department  K,  North  American 
Philips  Corporation,  100  East  42nd 
Street,  New  York,  New  York  10017. 


North  American  Philips  Corporation 


Advance  Transformer  •  Alliance  Manufacturing  •  Americon  Aniline  Products  *  Amperex  Electronics  •  Anchor  Brush  •  Anchor  Serum  •  Carolina  Coach 

Chappell  &  Co.  "  Chicago  Magnet  Wire  •  Digitronics  Corporation  •  Dialight  Division  •  Dubbings  Electronics  •  Electrical  Industries  •  Ferroxcube  Corporation 

The  A.  W.  Haydon  Company  •  Home  Appliance  Division  •  Home  Entertainment  Products  Division  •  Kulko  Electric  •  Mepco,  Inc.  •  Mercury  Records  •  Ohmite 

Philips  Broadcast  Equipment  Corp.  •  Philips  Business  Systems,  Inc.  •  Philips  Electronic  instruments  •  Philips  Elmet  •  Philips  Laboratories  •  Philips  Medical  Systems,  Inc. 

Philips  Roxane  Laboratories  •  Price  Electric  Company  •  Radiant  Lamp  •  Herman  H.  Smith,  Inc.  •  Thompson-Hoyword  Chemical  •  Training  and  Education  Systems 
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...c.^i  and  foreign  exchange,  and  they 
may  not  be  willing  to  pay  the  price." 

The  nationalization  of  Chilean  and 
Zambian  copper  may  well  exert  an 
unsettling  effect  from  time  to  time 
on  copper  prices  in  any  future  reces- 
sion. But  there  is  a  much  stronger 
factor  on  the  plus  side  for  copper:  In 
spite  of  such  possible  fluctuations  in 
price,  the  chances  of  seeing  copper  at 
anything  like  the  old  30-cent  price 
are  almost  zero.  For  companies  with 
big  reserves  of  low-cost  copper,  this 
can  only  be  good  news. 

Especially  since  there  is  no  sign  of 
the  current  growth  in  demand  slack- 
ening. And  the  prospects  are  that 
major  new  markets  like  water  desal- 
inization  or  the  electric  auto  will  be 
developed  and  that  consumption  by 
the  developing  countries  will  begin  to 
rise  rapidly.  Most  copper  executives 
believe  that— through  technological  ad- 
vance: imderwater  mining,  the  use  of 
nuclear  energy,  say— the  industry  will 
somehow  be  able  to  supply  any  fore- 
seeable increase  in  demand.  But  not 
at  the  old  prices.  "The  real  pressure 


in  the  future,"  says  Inspiration's 
Myles  Jacob,  "is  going  to  be  on  brains. 
Direct  reduction.  New  ways  to  mine. 
New  machines  to  mine  with.  New 
ways  of  finding  orebodies." 

Second  Thoughts 

Probably  the  most  important  factor 
affecting  the  long-term  price  level  of 
copper,  however,  is  that  coppermen 
throughout  the  world  have  begun  re- 
exaluating  copper's  position  in  the 
marketplace.  A  decade  ago  most  cop- 
permen actively  worried  about  the 
threat  aluminum,  plastics  and  other 
new  materials  seemed  to  pose  to  cop- 
per's traditional  markets.  During  the 
explosi\e  postwar  expansion  of  the 
electric  power  industry,  for  instance, 
aluminum  easily  ousted  copper  from 
high-voltage  transmission  cable,  and 
thereafter  began  to  take  over  power 
distribution  and  even  house  wiring. 
But  as  the  Sixties  advanced,  a  num- 
ber of  producers  began  to  have  second 
thoughts.  "By  and  large,"  says  Phelps 
Dodge's  George  Munroe,  "our  experi- 
ence with   substitution   has   been   far 


less  painful  than  some  people  figured'." 
Cerro's  Bob  Koenig  puts  it  more  direct- 
ly than  that:  "Only  a  few  years  ago," 
he  says,  "we  were  told  that  any  price 
above  32  cents  a  pound  would  be 
ruinous  for  the  industry,  and  since 
then  we've  had  annual  increases  in 
consumption  and  prices  within  the 
range  of  66  to  72  cents  a  pound." 
European  producers  have  been  pay- 
ing well  above  50  cents  a  pound  for 
nearly  five  years  now,  and  though 
other  materials  may  still  be  making  in- 
roads on  copper's  markets,  the  rate  of 
increase  in  consumption  has,  if  any- 
thing, been  picking  up  speed. 

Producers  like  Myles  Jacob  of  In- 
spiration now  argue  that  aluminum 
should  be  considered  a  complementary 
rather  than  a  competing  material.  If 
the  utilities  had  had  to  use  copper  for 
high-voltage  transmission  lines,  those 
lines,  he  says,  would  never  have  been 
built,  for  the  simple  reason  that  there 
would  not  have  been  enough  copper 
to  do  the  job.  As  Jacob  sees  it,  the 
industry's  strategy  should  be  to  re- 
linquish the  lower-value  markets  like 


Ever  since  the  mid-Sixties,  the 
Dutch-born  and  educated  Har- 
vard economist  Hendrik  S.  Houth- 
akker,  46,  has  believed  that  the 
U.S.  producers'  copper  price  was 
too  low.  He  said  so  in  a  1965  letter 
to  The  New  York  Times,  in  which 
he  questioned  the  wisdom  of  the 
Johnson  Administration's  successful 
efforts  to  roll  back  the  copper  price. 
And  he  still  says  so,  even  now,  as  a 
member  of  the  President's  Council 
of  Economic  Advisers  and  as  head 
of  a  special  subcommittee  to  in- 
vestigate why  after  five  years  no 
end  to  the  copper  shortage  is  as  yet 
in  sight. 

The  special  committee  was  cre- 
ated in  January— days  after  the  big 
U.S.  producers  raised  their  price 
for  the  fifth  time  in  a  year— but 
Houthakker  says  the  CEA  has  been 
watching  the  situation  at  least  since 
last  summer.  'We  have  not  asked 
the  copper  companies  to  roll  back 
their  increases,"  Houthakker  ex- 
plains, and  he  implies  they  have 
no  intention  of  doing  so.  ""That  is 
not  our  philosophy,"  he  says.  "We 
are  looking  at  the  structure  of  thr 
market,  particularly  at  the  two- 
price  system,  to  see  why  these 
shortages  continue.  Our  basic  at- 
titude is  to  make  sure  that  the 
market  works  the  way  any  market 
should— which  is  to  say,  it  should 
bring  about  a  reasonable  equilibri- 
um between  supply  and  demand." 


What  Goes  Down  Must  Go  Up-First?- 


"^ 


Houthakker  has  a  suspicion  he 
knows  why  the  shortage  continues: 
"The  pricing  methods  used  in  the 
copper  industry  may  conceivably 
have  prevented  a  balance  from  be- 
ing attained  before  now.  Most  of 
the  production  is  in  the  hands  of 
the  major  producers,  and  it's  con- 
ceivable that  their  lower  price- 
lower  than  the  free  market  price- 
prevents  supply  from  increasing  as 
much  as  it  otherwise  would  have. 
If  the  price  level  had  equaled  the 
present  free  market  price,  we  would 


probably  have  had  a  lot  more  cop- 
per available  for  consumption,  and 
this  would  have  a  favorable  influ- 
ence on  the  markets."  Thus,  as 
head  of  a  committee  concerned 
with  curbing  inflation,  Houthakker 
may  find  himself  in  the  paradoxical 
position  of  arguing  that  prices  must 
go  up  rather  than  come  down. 

There's  one  catch  in  all  this  for 
the  copper  industry.  Richard  Mc- 
Laren, head  of  the  Justice  Depart- 
ment's Antitrust  Division,  is  also  a 
member  of  the  copper  subcommit- 
tee. In  part,  McLaren  is  there  to  as- 
sure that  the  committee's  recom- 
mendations, if  any,  do  not  violate 
antitrust  policy.  But  with  perhaps 
a  twinge  of  guilty  conscience,  most 
coppemnen  fear  that  the  committee 
may  end  up  recommending  anti- 
tiust  action  against  those  producers 
who  have  made  a  pohcy  of  allocat- 
ing supplies  to  their  long-standing 
customers.  The  possibility  cannot 
wholly  be  discounted.  "Whether 
this  two-price  system  is  legal," 
Houthakker  wrote  to  The  New 
York  Times  five  years  ago,  "is 
something  that  the  antitrust  law- 
yers might  look  into." 

But  antitrust  action  would  hard- 
ly disturb  the  inexorable  trend  to- 
ward a  high  level  of  copper  prices. 
Houthakker  says:  "We  hope  it's  a 
little  lower."  But  by  "a  little"  he 
doesn't  mean  anything  like  the  old 
days  of  30-cent  copper. 
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>ne  day  we  count  chickens.  The  next 
lay  we  make  hay. 
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We're  synergistic.  How  do  you  keep 
track  of  31/2  million  active  chickens? 
One  of  our  customers  uses  our  UNIVAC 
9200  Computer.  This  management  sys- 
tem not  only  helps  him  run  his  business 
but  even  figures  the  cost  of  raising  a  bird 
to  within  four  decimal  points. 

And  farmers  all  the  world  over  use 
our  New  Holland  bale  wagons  which  can 
handle  up  to  2,500  bales  a  day.  That's 
a  lot  of  hay 

We  do  a  lot  of  things  at  Sperr/  Rand. 
And  we  do  each  one  better  because  we 
do  all  the  rest. 

JL 

^^sper;?y  RA^D^' 

Wait  till  you  see 
v\^at  we  do  tomorrow. 


^EW  HOLLA^D  •  REAAINSrON  •  REAAINSTON  RA^D  •  SPER^V  •  UNIVAC  •  VICKERS 

Registered  trademarks  of  Sperry  Rand. 
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A  company  car  with 
retirement  benefits. 


The  day  the  company  cars  are  retired  can  actually  be  a 
satisfying  time  for  a  fleet  manager.  Especially  when  the  market 
price  stays  right  up  there  with  his  company's  book  value. 

Which  is  why  resale  value  is  becoming  more  important  as  a 
consideration  for  fleet  buying.  And  why  Pontiac's  LeMans 
makes  such  good  sense  as  a  fleet  car.  You  see,  Pontiacs 
traditionally  depreciate  less  than  the  comparably  priced  competition. 
And,  as  you  know,  less  depreciation  equals  more  profit. 

It's  not  too  tough  to  figure  out  why  a  LeMans  will  hold  it's 
market  value  The  used  car  experts  know  a  Pontiac  is  a  ...  Pontiac. 
With  Wide-Track  stability  Morrokide  interiors  that 
wear  as  good  as  they  look  Low  operational  costs.  Low 
maintenance  costs  Hidden  values  like  steel  beams  in  the  doors, 
a  hidden  radio  antenna  and  hidden  windshield  wipers. 
And  Pontiacs  advanced  styling. 

Pontiacs  are  worth  more  when  you  sell  them,  because 
they  re  worth  more  when  you  buy  thenh  And  yet  they're  priced 
right  down  with  the  conventional  fleet  names. 

So  check  the  resale  guidebooks  Put  all  the 
features  and  figures  down  on  paper.  And  compare. 
The  result  is  pretty  predictable  Pontiac's  LeMans 
comes  off  as  an  ideal  company  car.  With 
retirement  benefits. 

See  your  Pontiac  dealer  Or  write. 
Fleet  Sales  Department,  Pontiac  Motor  Division, 
196  Oakland  Avenue,  Pontiac,  Michigan  48053. 

Pbntiacls  LeMans. 

Above  all  itis  a  Wide-li-ack  Pontiac 

Pontiac  '^Ctjr  Div.siO''-  • 


MARK  or  CXCEILENCE 


lipstick  cases  to  competing  materials 
and  to  concentrate  on  higher-value 
ones— in  miniature  circuits,  for  in- 
stance, wlierc  the  cost  of  copper  is 
nothing  beside  the  high  electrical  con- 
ductivity it  provides.  "The  substitution 
lor  copper,"  Jim  Boyd  of  Copper 
Range  says,  "has  gone  about  as  far 
as  it  is  capable  of  going  without  se- 
riously reducing  the  quality  of  the 
product."  And  he  adds,  "Copper  is  so 
essential  to  modern  technology  that 
price  is  almost  unimportant." 

Which  is  why,  Hoyd  says,  that 
Copper  Range  sells  its  copper  at  a  4- 
cent  premium  over  the  producers' 
price  and  why  he  thinks  the  U.S. 
price  ought  to  rise  to  meet  the  LME's. 
"We  expect,"  he  says,  "to  keep  prices 
as  close  as  possible  to  the  value  which 


the  consuming  market  would  place 
upon  the  product."  Boyd  drives  home 
the  absurdity  of  the  two-price  situa- 
tion. To  meet  the  needs  of  its  own,, 
fabricating  subsidiary.  Copper  Range 
buys  copper  in  the  open  market  at 
10  cents  a  pound  more  than  it  sells  it 
to  its  own  customers. 

Not  every  copperman  feels  this 
way,  of  course.  In  an  industry  which 
has  been  highly  cyclical  throughout 
its  history,  it  is  only  natural  that  some 
executives  are  seriously  worried  lest 
continuing  high  prices  aliect  demand. 
"There  are  those,"  says  Asarco's  Simon 
Strauss,  "who  fear  that  if  such  prices 
continue,  the  market  growth  will  be 
imfavorably  aflected,  much  as  the  mar- 
ket growth  oi  tin  has  been  unfavora- 
bly affected  by  higher  prices.  If  so. 


and  if  substantial  new  capacity  comes 
into  play,  will  not  sizable  surpluses 
then  develop?" 

But  Strauss  no  longer  speaks  for 
the  majority  of  coppermen.  In  spite 
of  their  troubles  in  Africa  and  in  - 
Chile,  in  spite  of  the  sometimes  tan- 
reasonable  demands  of  nationalized 
governments,  in  spite  of  the  messy 
two-price  system,  in  spite  of  the  high 
and  growing  cost  of  mining,  the 
•industry  has  one  overwhelming  thing 
going  for  it:  The  world  is  going  to  be 
demanding  copper  at  least  as  fast  as 
they  can  produce  it  for  the  foresee- 
able future.  Those  companies  with 
low-cost  deposits  in  politically  stable 
countries  don't  have  something  as 
good  as  gold.  They  have  something 
better.  ■ 


Public  after  194  Years 

Few  stories  are   written  about  Bowne  &   Co.,  but 
no  one  can  say  that  it  doesn't  have  staying  power. 


In  any  annals  of  "inauspicious  mo- 
ments to  go  into  business,"  the  found- 
ing of  Bowne  &  Co.  deserves  at  least  a 
mention.  Robert  Bowne,  a  31-year-old 
Quaker,  established  his  printers'  and 
stationers'  store  in  New  York's  busi- 
ness district  after  the  Boston  Massacre 
and  just  months  before  the  Battle  of 
Lexington.  Today  Bowne  &  Co.  is 
New  York's  oldest  business  still  op- 
erating under  its  original  name. 

Printers— Benjamin  Franklin  was  one 
—apparently  had  a  facility  for  making 
their  mark  on  history  and  making 
money.  Still  modest  today  ( 1969  sales: 
$23  million),  Bowne  &  Co.  is  the  na- 


tion's largest  printer  to  the  financial 
and  corporate  community.  Where 
Robert  sold  quills  and  printing  sup- 
plies, his  company  rolls  prospectuses 
off  its  presses  around  the  clock  and 
aroimd  the  country. 

There  have  been  no  Bownes  in  the 
company  in  this  century.  Today's 
president,  Edmund  A.  Stanley  Jr.,  45, 
is  the  son  of  the  man  who  bought 
the  company  from  the  man  who 
bought  it  from  a  Bowne. 

Ed  Stanley  and  founder  Bowne 
have  at  least  one  thing  in  common: 
They  surround  themselves  with  young 
go-getters.    Stanley    himself    was    32 


Eye  To  Eye.  That's  the  way  both  Robert  Bowne  (left)  who  founded 
his  New  York  printing  company  in  1775,  and  Edmund  A.  Stanley 
Jr.,  who  runs  it  today,  are  when  it  comes  fo  surrounding  themselves 
with  young  men  anxious  to  do  their  thing.  Stanley's  colleagues  favor 
technology;    two    centuries    ago    glamour    included    banking    and    furs. 


^ 


when  he  got  the  top  job  in  19.56,  but 
the  company  had  already  developed 
the  habit  of  attracting  bright  young 
men.  One  of  founder  Bowne's  bright 
young  employees  once  tried  to  interest 
him  in  the  fur  trade.  Bowne  declined, 
and  John  Jacob  Astor  had  to  go  it 
alone.  Instead,  Bowne  was  busy  with 
Alexander  Hamilton,  .setting  up  The 
Bank  of  New  York. 

Stanley's  own  experience  proves  the 
youth  angle.  In  13  years  he  has  taken 
Bowne  from  $2  million  to  $23  million, 
setting  up  compatible  typesetting  and 
facsimile  transmission  systems  in  nine 
major  U.S.  financial  centers.  He  took 
the  company  public  in  1969  when  it 
was  just  194  \ears  old. 

To  keep  Bowne  growing,  Stanley 
has  been  acquiring,  in  whole  or  in 
part,  small  companies  started  by 
bright  young  men  in  their  30s.  They 
are  moving  Bowne  into  fields  such  as 
computer-tied  back-office  programs  for 
mutual  funds  and  computer  applica- 
tions for  law  firms,  such  as  computer- 
prepared  typewritten  legal  documents. 
Bowne  computer  time-sharing  for  text 
processing  has  been  adopted  by  the 
Metropolitan  Museum  of  Art  and  the 
Museum  of  Modern  Art. 

Not  Size  Alone 

But  why  isn  t  Bowne  &  Co.  a  giant 
company-  after  nearly  200  years? 
Printing,  banking,  insurance— Robert 
was  in  all  of  them.  His  grandson  was 
part  of  the  company  that  owned  the 
famous  clipper  ship  /'7(/i)i^'  CIoihI. 

One  answer  is  that  not  until  re- 
cently in  this  century  was  size  regard- 
ed as  the  measure  of  worth.  The  qual- 
ity of  a  company  was  not  gauged  by 
how  big  it  was,  nor  its  value  by  its 
rate  of  growth.  The  yardstick  was  de- 
pendability. And  a  dependable  com- 
pany would  like  printing  annual  re- 
ports; they  come  out  aniuially.  ■ 
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t.o«  be  or  not  t.o.  be 


Six  months  ago,  Angus  G.  Wynne,  Jr.,  chairman 

of  the  board  of  GSC,  asked  for  a  new  table 

of  organization. 

So  we  put  a  systems  analyst  on  it.  And  after  two 

weeks  he  left.  In  tears. 

Well,  how  would  you  chart  2,500  young  futurists 

who  numbered  2,100  last  month,  who  operate 

thematic  recreation  parks,  who  run  two  of  the 


largest  planned  industrial  districts  in  the  country, 
who  are  one  of  the  few  producers  of  full-range 
housing,  who  have  so  many  new  projects  going 
it  would  take  days  to  scan  the  status  reports 
without  a  computer.  GSC  is  a  highly  organized 
company.  With  our  ever  expanding  business, 
we  have  to  be.  Our  only  problem,  getting  it 
all  on  to  a  new  T.O. 


qsc 


qR€6.t  southwest  coRPORdtion 


MACCO  CORPORATION  Real  Estate  Development     Homes,  Apartments,  Mobile  Homes  and  Parks,  Modular  Housing.  Recreation,  Commercial-Industrial,  Land  Development,  Financing. 

SIX  FLAGS,  INC.  Thematic  Recreation  Parks     Six  Flags  Over  Texas,  Six  Flags  Over  Georgia.  Six  Flags  Over  Mid-America. 

Arlington.  Texas  (817)  261-53U   •  Newport  Beach,  California  (714)  642-4910 
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When  a  Mouse 
Tries  To  Swallow 
an  Elephant... 

. . .  the  result  can  sometimes  be  a 
bad  case  of  indigestion.  For  whom? 
For  the  stockho/ders  naturally. 

LiQuiDONics  Industries,  Inc.  is  the 
mouse  that  didn't  swallow  the  ele- 
phant, but  it  sure  tried.  The  story  of 
its  failure,  now  unfolding  months  lat- 
er, tells  a  great  deal  about  how  take- 
overs are  planned  these  days,  who  fi- 
nances them  and  why  and  what  they 
cost  the  stockholders. 

In  1962  Liquidonics  was  a  minus- 
cule Long  Island  electronics  manufac- 
turer, with  sales  that  year  of  $590,000, 
but  it  had  big  ideas.  By  swallowing 
up  other  small  electronics  companies, 
by  1967  it  managed  to  boost  sales  to 
$9.4  million.  That's  when  it  started 
eyeing  the  elephant,  St.  Louis'  UMC 
Industries,  Inc.,  formerly  Universal 
Match  but  now  highly  diversified, 
with  1967  sales  of  $124.3  million  in 
matches,  vending  machines  and  de- 
fense products. 

UMC  was  ripe  for  a  takeover.  Be- 
cause of  various  short-term  problems, 
earnings  were  down,  but  the  com- 
pany had  $40  million  in  working  cap- 
ital and  only  $12  million  in  long- 
tenn  debt. 

Understanding  how  ripe  his  compa- 
ny was,  John  R.  Morrill,  UMC's  fifth 
president  in  ten  years,  went  to  United 
Corp.,  a  New  York  City-based  closed- 
end  investment  company.  United 
Corp.  was  UMC's  biggest  stockholder 
with  805,700  shares,  16%  of  those  out- 
standing. Morriir  asked  them  not  to 
sell  to  a  possible  raider.  Two  of  the 
officers  of  United  Corp.  also  sat  on 
the  board  of  UMC.  According  to  Mor- 
rill, "The  United  Corp.  people  prom- 
ised me  that  if  they  ever  wanted  to 
sell  their  stock,  they  would  at  least  let 
me  know  and  give  me  a  chance  to 
have  (he  company  buy  it  from  them. 
Instead,  United  Corp.  .sold  the  stock 
within  a  week  without  any  notice  to 
me  at  all." 

That  was  in  July  1968.  The  pur- 
chaser of  the  UMC  stock:  Liquidon- 
ics. The  man  who  arranged  the  deal: 
Frank  J.  Prince,  a  fomier  director  of 
UMC  wlien  it  was  called  Universal 
Match;  earlier.  Prince  had  sold  United 
Cf)rp.  300,000  shares  of  his  stock  in 
UMC.  Now,  for  arranging  the  sale  of 
United's  .sfiares  of  UMC  to  Liquidon- 
ics, Prince's  fee-which  was  paid  by 
United  Corp.-was  $250,000. 

The  episode  raises  a  question:  Why 
did    United    Corp.    .sell    without    first 
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having  offered  its  holdings  of  UMC 
stock  to  UMC? 

William  Mace  Hickey,  president  of 
United  Corp.,  has  several  answers. 
First  of  all,  he  says,  no  one  at  United 
Corp.  ever  promised  UMC's  Morrill 
anything.  Second,  he  didn't  see  any 
point  in  offering  the  stock  to  UMC 
because  "they  didn't  have  the  funds 
to  buy  it."  Hickey  adds:  "We  did 
what  we  thought  was  best  for  our 
stockholders."   (Which  raises  the  old 

John  R.  Morrill 


question  of  whether  an  inherent  con- 
flict of  interest  may  not  be  involved 
when  an  investment  company  has 
members  on  the  board  of  a  company 
in  which  it  owns  shares. ) 

But  of  course  Liquidonics,  which 
purchased  another  135,600  UMC 
shares,  was  still  a  good  way  from  con- 
trolling UMC,  which  had  nine  times 
Liquidonics'  net  worth.  A  takeover 
would  require  a  good  deal  more  than 
18%  of  the  stock,  but  where  was  Liqui- 
donics to  get  the  money? 

To  pay  for  the  UMC  stock  pur- 
chased from  United  Corp.,  Liquidon- 
ics had  made  a  public  offering  of 
$25.1  million  in  convertible  deben- 
tures (one  of  Bernard  Cornfeld's  com- 
panies took  $10  million  worth).  Fur- 
ther public  offerings  were  probably 
out  of  the  question,  since  the  previous 
issue  already  involved  considerable 
potential  dilution.  Therefore  Liquidon- 
ics President  H.  Norman  Muller  re- 
sorted to  short-term  borrowings  in  or- 
der to  finance  a  tender  offer  for  more 
UMC  stock. 

Enter  Randolph  Cuthrie,  chairman 
of  Studebaker-Worthington,  a  partner 
in  President  Ni.xon's  old  law  firm,  and 
the  American  representative  of  the 
Banque  de  Paris  et  des  Pays  Bas 
(Suisse),  which  came  through  with  a 
loan  of  $40.6  million.  Liquidonics  bor- 
rowed another  $15  million  from  New 
York's  Irving  Trust  Co. 

For  collateral,  Irving  Trust  prob- 
ably got  UMC  stock  that  Liquidonics 
already  owned.  The  foreign  bank  loan 
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Halliburton  reports 


1st  Billion  Dollar  Year 

...Earnings  up  19% 


FINANCIAL  HIGHLIGHTS 

1969 

REVENUES  (millions) $1,010.6 

NET  INCOME  (millions) 54.1 

Earnings  per  share $     3.15 

Dividends  per  share 1.05 

Ratio  of  net  income 

to  revenues 5.4% 

Return  on  average 

stockholders'  equity. 18.6% 


1968 

$  805.2 
45.6 

$     2.68 
.95 


5.7% 
17.5% 


1967 

$  720.3 
39.0 

$     2.30 
.95 


5.4% 
16.8% 


REVENUES 
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-1,200 
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1969  revenues  increased  26%  above 
1968  and  were  425%  higher  than  10 
years  ago.  The  compounded  growth 
rate  over  the  last  decade  has  been 
18%. 


Halliburton  Company,  whose  diver- 
sified service  operations  are  world- 
wide, achieved  a  significant  financial 
milestone  in  1969  as  revenues  sur- 
passed the  billion-dollar  mark.  Both 
record  revenues  and  net  income  were 
reported  for  the  sixth  consecutive 
year.  Halliburton  ranks  high  among 
major  U.  S.  corporations  for  having 
maintained  an  18%  compounded  an- 
nual earnings  growth  rate  over  the  last 
six  years.  And,  the  return  on  stock- 
holders' equity  is  a  healthy  18%. 

For  additional  details  regarding  this 
interesting  and  profitable  growth  story, 
write  Investor  Relations  Department 
for  the  1969  Annual  Report,  which  will 
be  available  about  March  20,  1970. 


NET  INCOME 


(millions  of  $  ) 
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1969  net  income  increased  19% 
above  1968  and  was  243%  higher 
than  10  years  ago.  The  compounded 
growth  rate  over  the  last  decade  has 
been  13%. 


The  Worldwide  Halliburton  Companies 


Halliburton  Services  Division 
Otis  Engineering  Corporation 
Welex  Division 
Jet  Research  Center,  Inc. 
FreightMaster  Division 
Welex  Electronics  Division 
Environmental  Control  Division 
Special  Products  Division 


o 


Brown  &  Root,  Inc. 
Taylor  Diving  &  Salvage  Co.,  Inc. 
Locher  Company 
Jackson  Marine  Corporation 
Southwestern  Pipe,  Inc. 
Joe  D.  Hughes,  Inc. 
Highlands  Insurance  Company 
Life  of  the  Southwest 


HaUihuM^MMn  Binnpanti 


3211  SOUTHLAND  CENTER,  DALLAS,  TEXAS  75201 
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Rockwell  Report 

by  Clark  Daugherty,  President 

ROCKWELL  MANUFACTURING  COMPANY 


i^"^ 


People  love  labels:  they're  such  a  convenient  conversational  shorthand  to  close 
the  gap  between  thinking  speed  and  speaking  rate.  Companies  get  labeled,  too  — 
and  we  carry  quite  a  few.  To  some  Rockwell  customers,  for  example,  we  are  still 
"a  valve  company";  others  know  us  as  "a  meter  company";  or,  in  recent  years, 
as  "a  power  tool  company";  and  so  on  for  many  of  our  28  product  lines.  Still  to 
others,  we  are  a  company  serving  the  building  and  construction  market  (where 
40%  of  our  sales  are  directed),  or  the  energy  market  (25%  of  our  sales). 

We're  proud  of  these  strong,  different  identities,  for  they're  tangible  evidence 
of  our  growth  and  diversification.  Not  too  many  years  ago,  we  had  only  one 
logical  label:  we  were  predominantly  a  valve  company. 

While  our  valve  business  has  grown  steadily,  our  other  businesses  have  been 
built  to  the  point  where  Rockwell  is  a  prime  factor  in  most  of  the  markets  we 
serve.  This  has  come  about  by  the  entrepreneurial  attitude  of  our  managers,  who 
are  in  healthy  competition  for  corporate  resources. 

We  don't  know  which  of  the  labels  our  publics  will  apply  to  Rockwell  this 
year  —  or  next,  but  in  the  competition,  there's  sure  to  be  growth  for  all  of  them. 


Campus  park-ins.  At  some  colleges, 
passing  Psych.  31  seems  to  be  easier 
than  finding  a  place  to  park.  But  from 
our  experience  of  50  or  so  campus  in- 
stallations, we've  seen  what  Rockwell 
parking  meters  can  do  to  clear  up 
park-ins, relieve  traffic  congestion,  and 
provide  additional  revenue  to  the 
school.  We  think  we  have  the  most 
versatile  meters  on  the  market:  they 
come  in  both  automatic  and  manual 
models  with  time  settings  from  six 
minutes  to  two  days;  they  accept 
either  coins  or  tokens;  they'll  reject 
slugs;  and  they've  even  been  known 
to  bring  on  a  student  cheer  for  the 
establishment. 

Blowing  out  the  candles.  Rockwell 
celebrates  a  century  of  manufacturing 
water  meters  this  year.  Considering 
that  Washington,  D.  C.  had  only  four 
meters  for  a  population  of  147,000  in 
the  1880's  and  that  we  alone  have 
produced  over  20,000,000  meters 
since  then,  it's  not  too  hard  to  appre- 
ciate just  how  far  the  water  industry 
and  the  concepts  of  metering  have 
come. 

Today,  innovations  like  telemeter- 
ing (for  which  we've  already  devel- 
oped the  remote  reading  devices) 
indicate  that  a  new  generation  of 
metering  concepts  and  equipment  is 
before  us  for  both  challenge  and 
growth.  And  when  you're  only  100 
years  old,  that's  the  kind  of  future  you 
like  to  think  about. 


► 


Sure  shot.  When  a  cartridge  case  is  a 
hair  too  long  or  short,  it's  likely  to 
cause  misfiring  or  jamming.  This  is  the 
kind  of  jam  a  man  carrying  the  Army's 
M-14  and  M-16  rifles  can't  afford.  And 
that's  why  our  Precise  power  quills, 
mounted  on  16-station  taper  and  plug 
machines,  must  make  the  final  trim  on 
the  cartridge  cases  to  a  highly  critical 
tolerance.  What's  more,  the  quills  are 
used  on  a  one  machine  set-up  that 
replaces  two  and  dramatically  reduces 
manufacturing  and  material  costs. 

If  you'd  like  to  know  more  about 
Rockwell,  our  products  and  the  32 
markets  they  serve,  write  Rockwell 
Manufacturing  Company,  417C  North 
Lexington  Ave.,  Pittsburgh,  Pa.  15208. 

^Rockwell 

MANUFACTURING  COMPANY 


was  iinsecuied  in  tlie  beginning.  But 
after  the  successful  tender  offer,  it 
too  was  probably  secured  by  a  block 
of  UMC  stock.  In  return  for  making 
this  kind  of  loan,  the  Banque  de  Paris 
demanded  very  stiff  terms:  A  "financ- 
ing charge"  of  $3  million,  which  meant 
that,  counting  the  financial  charge, 
Liquidonics  probably  paid  in  excess  of 
20^  interest  on  an  annual  basis  for  the 
loan.  Moreover,  the  loan  was  for  a  ver\ 
short  term:  First  maturity  came  due 
•  .in  eight  months. 

Using  proceeds  from  the  Irving 
Trust  and  Swiss  bank  loans,  Liquidon- 
ics offered  $30  a  share  for  UMC  stock, 
which  had  sold  only  two  months  be- 
fore for  just  14.  UMC  stockholders 
jumped  at  the  offer.  Liquidonics  thus 
garnered  another  1.6  million  shares, 
giving  it  50.4%  control  of  the  far  big- 
ger company. 

Hollow  Vicfory 

It  proved  to  be  a  hollow  victory.  It 
quickly  became  apparent  that  the 
price  was  too  stiff".  Liquidonics 
couldn't  meet  its  first  repayment  dead- 
line, nor  was  it  able  to  refinance  the 
debt  with  another  lender.  By  then, 
the  stock  market  was  sinking.  'The  up- 
shot: The  Banque  de  Paris  et  des  Pays 
Bas  foreclosed  on  Liquidonics'  col- 
lateral. First  though,  it  lent  Liqui- 
donics $7  million  to  replenish  Liqui- 
donics' depleted  working  capital. 

The  bank  now  bought  the  rest  of 
Liquidonics'  UMC  holdings  on  the  ob- 
vious grounds  that  a  control  block  of 
stock  is  more  salable  than  a  minority 
block.  To  get  this  control,  the  bank 
bought  the  balance  of  Liquidonics' 
UMC  stock  for  cash.  With  this  cash, 
Liquidonics  was  able  to  pay  off  its 
more  pressing  debts;  all  told,  the 
UMC  caper  left  Liquidonics  poorer  by 
nearly  $17  million. 

The  Banque  de  Paris  now  controls 
UMC.  Randolph  Guthrie  is  now 
UMC's  chairman,  with  Morrill  remain- 
ing as  UMC's  operating  chief.  Obvi- 
ously the  bank  is  not  interested  in  run- 
ning a  conglomerate  company  and  is 
looking  for  a  buyer  for  UMC. 

Morrill  still  hopes  that  the  bank 
will  sell  its  stock  to  a  "financially  re- 
sponsible company  willing  to  work  out 
merger  terms  that  will  be  good  for 
UMC  stockholders." 

Meanwhile,  Liquidonics,  which  sold 
for  as  high  as  114  when  Muller  made 
his  move  to  acquire  UMC,  is  now 
down  to  13.  UMC,  which  sold  at  30, 
is  down  to  18.  Still,  some  people  did 
all  right  as  the  result  of  the  attempt 
of  the  mouse  to  swallow  an  elephant: 
chiefly  those  like  United  Corp.  and 
the  tendering  stockholders  who  took 
$30  a  share  in  cash.  And  the  remain- 
ing shareholders  of  U.\1C  and  Liqui- 
donics? Well,  thev've  had  a  lesson.  ■ 
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Up  Service? 


St.  Joseph  Lead,  riding  an  earnings  boom,  realizes  it  ought 
to  diversify.  But  so  far  it  has  yet  to  make  a  major  move. 


Ax  OPPORTUNITY  IS  an  opportunity  on- 
ly if  a  corporate  leader  grasps  it  fii-mly. 
For  example,  54-\ear-o]d  Lawrason 
Riggs  II,  president  since  1967  of  St. 
Joseph  Lead,  knows  he  has  a  rare 
chance  to  expand  his  horizons  beyond 
the  cruel  boom-or-bust  cycle  and  lim- 
ited long-teim  growth  possibilities  in 
lead  and  zinc.  "The  best  time  to  di- 
versify would  be  right  now,"  he  says. 

The  reason  is  that  St.  Joe  is  riding 
the  crest.  Its  1969  earnings  per  share, 
without  accounting  adjustments  of 
any  kind,  spurted  51%  above  1968's 
to  $4.37.  Even  at  a  price/earnings  ra- 
tio of  only  eight  times  earnings,  St. 
Joe  stock  at  35  is  well  over  its  1959-67 
range  of  26  to  7.  Its  operating  profit 
margin  of  34*  is  by  far  the  highest  of 
any  major  U.S.  mining  company. 

But  St.  Joe  can't  count  on  this  last- 
ing indefinitely.  Having  spent  $60  mil- 
lion on  new  low-cost  mines  and  mills 
since  1964,  St.  Joe  had  the  capacity 
to  meet  unexpectedly  strong  demand 
from  the  replacement  automobile  bat- 
tery market  and  increased  usage  of 
zinc  in  new  cars.  Rival  producers, 
meanwhile,  have  had  trouble  bring- 
ing in  new  production,  so  that  only 
St.  Joe  had  the  facilities  to  satisfy  the 
demand.  That  tight  supply  caused 
lead  prices  to  jump  20*  in  1969,  and 
zinc  prices  15%.  "We're  operating  at 
capacity  right  now,"  says  Riggs,  "and 
I  think  supply  will  remain  tight  for 


quite  a  while."  This  year  St.  Joe  plans 
another  S25  million  on  expansion. 

Nonetheless,  as  Riggs  well  knows, 
the  long-term  prospects  for  lead  and 
zinc  are  far  from  bright.  Lead  con- 
siimption  has  been  growing  at  only 
about  2.5%  a  year,  as  competing  ma- 
terials continued  to  cut  into  its  major 
markets.  Zinc  consumption  has  been 
growing  at  a  more  rapid  rate,  reflect- 
ing the  increased  demand  for  zinc- 
coated  galvanized  steel  and  zinc- 
based  die-casting;  but  further  in- 
creases in  the  amount  of  zinc  used  in 
automobiles  appear  unlikely,  and 
plastics  are  a  growing  threat. 

In  addition  to  these,  there  are 
other  worries:  Government  stockpiles 
of  lead  and  zinc,  amounting  to  about 
a  year's  supply  of  both  metals,  have 
been  declared  surplus,  and  the  econ- 
omy is  softening.  For  St.  Joe  the  roll- 
er coaster  may  soon  stop  climbing. 
And  when  it  heads  down  in  lead  and 
zinc,  it  can  go  way  down.  In  1962  St. 
Joe's  operating  margin  was  just  4%. 

"We've  had  some  very  lean  years 
at  St.  Joe,"  says  Riggs.  "I  have  a 
good  memory  of  1960  and  1962  when 
we  earned  about  $2  million  [vs.  $37.5 
million  for  1969].  It  could  happen 
again." 

Aware  of  all  this,  Riggs  is  looking 
for  new  opportunities.  "Our  real 
growth  has  to  come  outside  of  lead 
and   zinc,"  he  says.   "We've  scarcely 


Surprise.  No  one  expected  St.  Joe  to  do  os  well  as  it  did  last  year.  A 
serious  lead  glut  was  predicted  as  •  a  result  of  industry  expansion,  to 
which  the  company  has  added  $68  million  in  new  facilities  since  1964 
(right).  But  with  lead  and  zinc  consumption  expected  to  fall  in  crucial 
markets  like  new  cars  (above),  the  troubles  may  have  merely  been  delayed. 


touched  our  borrowing  power.  Even 
in  this  tight  money  market  we'd  have 
no  difficulty  at  all  in  tapping  $100 
million.  I  would  much  prefer  to  utilize 
this  money  in  some  other  field.  It 
would  have  to  be  a  fairly  significant 
move,  and  the  best  time  to  make  that 
move  would  be  right  now." 

Spirit  and  Flesh 

The  question  is:  Is  Riggs  prepared 
to  do  what  he  .sai/s  he  must  do?  To 
push  into  new  business?  To  put  a 
conservative  old  company  heavily  into 
debt?  That  remains  to  be  seen.  Riggs 
is  a  mining  man,  not  a  financial  man. 
"All  this  is  a  fake  to  me,"  he  confides, 
gesturing  at  his  Park  Avenue  office. 
"What  I  really  love  is  blowing  things 
up,  demolition.  And  working  with  the 
miners."  And  Riggs  is  a  cautious  man 
at  heart.  "I  had  a  4/2%  mortgage  on 
my  home,  which  I  paid  off  in  one 
lump  sum,"  he  says.  "It  just  bothered 
me  being  in  debt." 

At  any  rate,  Riggs  has  yet  to  make 
his  move.  Merger  talks  that  Riggs' 
predecessors  initiated  with  wealthy 
Hanna  Mining,  a  power  in  iron  ore, 
were  called  off  earlier  this  year.  "I'm 
not  personally  impressed  by  the  iron 
ore  business,"  says  Riggs  of  St.  Joe's 
joint  iron  ore  venture  with  Bethlehem 
Steel.  "Besides,  we  intend  to  control 
our  own  destiny. 

"I'll  be  darned  if  I  want  to  rush  into 
this,"  he  says  of  St.  Joe's  diversifica- 
tion. But  he  adds:  "It  would  be  wrong 
to  wait  for  precisely  the  right  one." 

Question:  Will  Riggs  put  his  money 
where  his  mouth  is  and  make  his  move 
while  St.  Joe  is  still  on  the  uptrend?  ■ 
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Out  Out,  Brief  Candle! 


Out?  Listen,  Will  Shakespeare:  You  obviously  don't  know  a  good  business  when  you  see  one. 


Candles?  You  mean  there's  mone\'  in 
candles?  Ridiculous.  Eveiyhod\'  knows 
that  in  this  electrified  age  nohodx  uses 
them  except  little  old  ladies  in  long 
giay  nightgowns. 

What  everybody  knows  just  isn't  so. 
Yes,  there's  money  in  candles.  Sales 
have  more  than  doubled  in  the  past 
ten  years.  And  while  $60  million  (at 
wholesale)  may  not  be  a  vast  amount 
of  money,  it's  enough  to  have  made 
the  manufacturers  of  candles  a  fa\or- 
ite  recent  target  for  merger  bids.  The 
candle  business  may  be  small,  but  it's 
highh-  profitable  and  growing.  So 
more  and  more  companies  are  .swal- 
lowing up  the  candle  manufacturers. 

The  prime  example  is  Lenox,  Inc., 
a  near-$50-minion  (sales)  household 
products  outfit  best  known  for  an  ex- 
pensive line  of  china.  Lenox'  dapper 
53-year-old  President  John  M.  Tassie 
wants  to  make  the  Trenton,  N.J.  com- 
pany a  kind  of  table-top  General 
.Motors.  Two  of  his  most  recent  acqui- 
sitions; S7.4-million  (sales)  Paragon 
Candle  Co.  and  $3-million  (sales 
Carolina  Candle  Co.  Lenox'  candle  di- 
vision is  now  the  largest  factor  in  the 
in(ln.str\'.  Lenox  is  trving  to  market 
candles  along  with  china  as  ari  "eve- 
ning cosmetic. '  relying  heavily  on  .  on- 
snmer  "shelter  book"  ad\ertising  aided 
b\  retail  tie-in  promotions  and  attnic- 
tive  packaging  to  establish  a  brand 
image  with  the  consumer. 

What   Lenox  is  trving  to  do  is  nci- 
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ther  new  nor  revolutionar\\  It's  sim- 
ply the  first  time  anyone  has  been 
large  enough,  or  interested  enough, 
to  appl\  rudimentar\  marketing  tech- 
niques to  an  industry  that  was  sup- 
'  posed  to  have  been  done  in  by  the 
whale-oil  lamp. 

There  is  a  strong  No.  Two  to  Lenox 
in  candles.  It  is  SxTacuse's  Will  & 
Baumer  Candle  Co.,  with  about  S9 
million  in  sales.  Privateh  held  and 
conservatively  managed  b\  69-\ear- 
old  Leonard  Slarkert,  W&B  is  the  larg- 
est maker  of  church  candles  in  the 
world.  And  despite  all  the  talk  of  de- 
clining church  attendance,  this  por- 
tion of  the  candle  business  is  growing 
as  fast  as  the  department-store  and 
gift-shop  market. 

Burning  New  Issues 

"We "re  looking  for  the  total  candle 
look,"  sa\s  Chester  Baker,  72,  chair- 
man of  pri\ately  held  Colonial  Can- 
dle Co.,  No.  Three  with  1969  earnings 
of  about  $200,000  on  (uer  S6  milhon 
in  .sales.  "B\-  selling  the  candle  to- 
gether with  accompan\  ing  table- 
top  decorations,  \(>u  increase  profit 
margins  and  can  work  on  a  much  larg- 
er scale. "  And  both  of  these  in  turn 
pemiit  greater  automation  and  lower 
cost  per  candle. 

A  newcomer  to  the  field  is  Hall- 
mark, the  well-known  greeting  card 
company,  which  became  foiuth-largest 
in  candle  sales  b\  bu\  ing  Knob  Hill,  a 
candle  importer,  in  1966.  Hallmark  de- 
signs candle  patterns  to  go  with  its 
line  of  paper  partv  goods.  Hallmark's 
candles  are  made  in  Japan.  They  are 
sold  through  Hallmark's  fraucliised 
outlets.  "Were  estal)lishing  a  brand 
image  in  candles  through  the  Hall- 
mark name, "  sa\s  John  Sinjem,  senior 
planner  of  Hallmark's  candle  di\ision. 
"I  think  we're  building  a  greater  inter- 
est in  candles  both  as  gifts  and  as 
home  decorations.  We  were  the  first 
to  advertise  on  television. " 

The  need  to  automate  and  to  in- 
crease production  facilities,  as  well  as 
the  need  to  advertise,  has  forced  se\- 
.  eral  .small  candle  companies  to  sell  or 
go  public  in  order  to  get  adequate  fi- 
nancing. ""In  the  last  few  years  our 
business  has  quadrupled, "  says  Ches- 
ter Baker.  "Ever>body  is  after  us  to 
buy  us  out.  We'\e  had  paper  compa- 
nies, silver  companies,  pla\ing  card 
companies.  .  .  .  Several  people— fronts 
— ha\e  come  down,  and  walked  away 
when  we  told  them  the  price. " 

Baker  claims  Colonial  will  have  $30 
million  sales  in  ten  years,  and  expects 
it  will  eventually  go  pubhc.  Hall- 
mark's John  Sinjem  sees  a  similar  pat- 
tern: "The  candle  industry'  will  evolve 
into  a  group  of  three  to  seven  fairly 
good-sized  companies  doing  most  of 
the  business. "  ■ 
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Flicker,  Flicker 


What  made  candles,  in  a  small 
way,  a  growth  industry?  Women 
did,  l)ecau.se  96^  of  all  candles  are 
bought  l)y  them.  Until  the  early 
Sixties,  the  fair  sex  bought  candles 
maiuK  for  ver\  special  dinners  or 
when  the  fuses  blew.  "Then  retail- 
ers found  candles  were  no  longer 
a  humdrum  item, "  says  Lenox  Pres- 
ident John  Tassie.  "Candles  became 
a  fashion  element,  giving  a  room 
an  atmosphere  through  different 
shapes,  scents,  warmth  and  so 
forth."  Part  of  the  trend  toward 
what  the  mass  merchandisers  like 
to  call  "gracious  living.  " 

.\I()ti\ati()ual  researchers  claim 
that  candles  are  a  phallic  symbol, 
I)ut  this  is  too  glib:  In  an  era  of 
suburban  affluence,  wives  (the  big 
buyers  are  in  the  30-to  50  age 
group)  appear  to  have  added  can- 
dles to  their  arsenal  of  beauty  weap- 
ons as  tlie\  did  perfume  and  hair 
coloring;  they  think  in  terms  of 
what  the  candle  can  do  for  them. 
They  feel  candlelight  makes  women 
look  and  feel  mf)re  attractive. 

There  are  other  factors:   Will  & 


Baumer  President  Leonard  Mar- 
kert  notes  that  candles  retain  their 
tiaditional  religious,  mystical  sig- 
nificance. For  example,  while  the 
Catholic  Church  has  added  guitars 
to  some  masses,  it  still  uses  can- 
dles, not  electric  lights.  And  when 
a  piiest  calls  at  a  home  to  admin- 
ister last  rites,  he  properly  .should 
be  greeted  at  the  door  with  a 
lighted  candle.  For  tho.se  who  are 
not  formally  religious,  candles  rep- 
resent a  search  for  a  way  to  return 
to  a  slower,  calmer  society.  They 
carry  with  them  echoes  of  the  tra- 
ditional hearth.  "Every  apartment 
dweller  wishes  he  had  a  fireplace," 
says  John  Tassie.  "Candles  partly 
fulfill  that  desire." 

Recently  war  protesters  staged 
a  peace  march  up  New  York's  Fifth 
Avenue,  carrying  candles  and  sing- 
ing the  Battle  Hymn  of  the  Repub- 
lic. And  some  hippies  use  candles 
in  private  rites  of  drugs  and  medita- 
tion. For  each  person,  be  he  hippie 
or  suburbanite,  worshipper  or  hus- 
band-hunter, the  candle  has  its  own 
private  meaning. 


Faces  Behind  the  Figures 


A  Step  Forward, 
a  Step  Back 

International  Business  Machines 
Chairman  Thomas  J.  Watson  Jr. 
was  the  face  behind  some  very  sig- 
nificant figures  last  month.  He  re- 
ported tliat  IB.M's  earnings  for  the 
fourth  quarter  of  1969  were  a 
smidgen  heliind  tliose  for  the  same 
quarter  in  196(S— S2.17  a  sliare  i;.s. 
$2.21.  The  effect  of  the  announce- 
ment on  tlie  stock  market  was  out  of 
all  proportion:  IBM  stock  broke 
its  long  rising  spell  (it  had  been 
moving  contramarket  during  most 
of  1969)  and  dropped  some  40 
points,  about  10%,  in  a  few  weeks. 

For  the  full  year,  IBM  had  kept 
its  winning  streak  intact:  Full-year 
consolidated  earnings,  at  $934  mil- 
lion ($8.21  a  share),  were  17c  high- 
er than  for  1968.  Studying  the  fig- 
ures. Wall  Street  noted  some  shifts. 

Item:  IBM's  World  Trade  Corp., 
the  overseas  aiTn,  showed  a  huge 
gain  in  profits,  up  $127  million  to 
$398  million,  or  nearly  50? .  This 
gain  was  out  of  proportion  to  the 
nearly  207<  gain  in  World  Trade's 
revenues.  A  similar  revenue  gain 
in  1968  produced  only  half  as  big  a 
profit  increase.  One  important  rea- 
son: an  increase  in  direct  sales  as 
opposed  to  leases.  Direct  sales  yield 
(luicker  profits  than  leases. 


Item:  Also  higher  by  a  big 
amount  was  IBM's  income  from  its 
huge  portfolio  of  short-term  se- 
curities. The  gain  was  from  $58 
million  lo  $95  million  pretax. 

These  two  gains  together— over- 
seas and  the  probable  net  gain 
from  interest— amounted  to  about 
'$140  million.  Yet  the  reported  gain 
in  consolidated  net  income  was  just 
$63  million.  Why?  The  answer 
could  be  that  IBM's  U.S.  earnings 
were  down  by  the  difference:  about 
$77  million. 

What  caused  IBM's  domestic 
profit  scjueeze?  Chairman  Watson 
explained  that  the  trend  of  busi- 
ness in  the  U.S.  last  year  was  away 
from  direct  sales  and  back  to  leases, 
the  reverse  of  what  was  happening 
in  Europe. 

From  these  facts,  certain  conclu- 
sions emerged:  1)  With  its  great 
wealth  and  its  enormous  diversity, 
IBM  has  remarkable  ability  to 
come  relatively  unscathed  through 
adverse  and  changing  economic 
conditions.  2)  The  same  wealtli 
and  diversity  make  it  ever  harder 
for  IBM  to  show  unusual  annual 
gains.  For  IBM  will  be,  before 
1975,  a  $10-billion-revenues  cor- 
poration. No  matter  how  good  they 
are,  $10-billion  corporations  can't 
grow  the  way  $100-million  or  even 
$I-billion  corporations  can.  ■ 


A  Job  Well  Done 

Chairman  Robert  E.  (Tom) 
Brooker  retires  in  May  after  nine 
years  as  a  top  man  at  Montgomery 
Ward  (now  merged  with  Container 
Corp.  and  known  as  Marcor  Inc.). 
If  ever  an  executive  deserved  a 
"well  done,"  Brooker  does.  The  com- 
pany he  joined  as  president  in  1961 
was  one  of  the  sick  cats  of  U.S.  in- 
dustry, earning  slightly  more  than 
2%  on  stockholders'  equity  and  hav- 
ing long  since  been  left  in  the  dust 
by  archrival  Sears,  Roebuck. 

When  1969  figures  are  in,  Mar- 
cor will  report  profits  of  about  $4 
a  share,  up  a  solid  ]  1%  from  1968, 
and  75%  in  the  last  lour  years.  Yet 
1969  was  not  an  especially  good 
\ear  for  retailers.  Had  Marcor's 
gain,  then,  come  mainly  from  merg- 
ing with  Container  Corp.,  a  major 
paperboard   and   container   maker? 

No,  says  Brooker:  "The  1969 
improvement  is  Ward's.  The  \car 
1969  was  a  key  year  for  getting  in- 
cremental volume  in  our  new  met- 


ropolitan stores."  In  other  words, 
that  extra  margin  of  sales  in  every 
store  that  is  needed  to  show  real 
profits.  The  majority  of  those  stores 
now  have  a  pretax  profit  margin  of 
over  8%.  A  big  change,  that,  from  the 
slow,  painful  years  during  most  of 
the  Sixties  when  the  building  and 
breaking-in  of  new  stores  was  a 
drag  on  earnings. 

How  about  Container  Corp.? 
"Their  big  improvement  will  come 
in  1971,"  says  Brooker.  That's  when 
new  paperboard  capacity  will  make 
the  company  self-sufficient  in  con- 
tainer-board. 

To  be  sure,  Brooker  leaves  a 
company  with  a  highly  leveraged 
capital  structure,  $925  million  in 
long-term  debt  (vs.  none  in  pre- 
Brooker  days)  and  considerable  po- 
tential dilution  overhanging  the  rel- 
atively small  (12.6  million  shares) 
capital  structure.  But  this,  too,  is 
progress,  considering  that  one  of 
the  old  Montgomery  Ward's  his- 
toric failures  was  its  refusal  to  le- 
verage its  assets  at  all.  ■ 


Brooker  of  /Marcor 
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A  Quesfion  of  Time 

"W^e're  playing  for  time,"  says 
William  B.  Johnson,  chairman  of 
Illinois  Central  Industries,  the  di- 
versified holding  company  for  the 
railroad  of  the  same  name.  By  that 
Johnson  means  he  is  convinced  that 
his  railroad  has  a  bright  future  once 
it  gets  over  some  very  rough  hur- 
dles. One  hurdle  is  Interstate  Com- 
merce Commission  approval  of  IC's 
proposed  merger  with  the  much 
smaller  Gulf,  Mobile  &  Ohio  Rail- 
road, a  merger  that  promises  some 
definite  cost  sa\  ings. 

.\nother  hurdle,  and  a  formid- 
able one,  is  labor  costs.  Try  as  he 
has  for  greater  efficienc\,  Johnson 
has  been  kept  on  a  treadmill  by 
steadily  mounting  wage  bills.  Long- 
range,  he  hopes  to  persuade  the  rail 
unions  that  they  will  be  better  off  if 
they  grant  concessions  and  agree 
to  less  featherbedding  in  return 
for  more  money. 

Also  long-range,  Johnson  has 
high  hopes  for  IC's  mouth-water- 
ing real  estate  in  and  around  Chi- 
cago. In  one  deal,  IC  sold  off  $83 
million  worth  to  a  real-estate  joint 
venture  in  which  it  has  a  one-third 
interest.  John.son  hopes  for  $1  bil- 
lion in  development  on  that  one. 
And  there's  much  more  where  that 


came  from.  "We've  been  carrying 
$300  million  worth  of  real  estate 
on  the  books  at  next  to  nothing," 
he  explains. 

But  what  about  the  near  future? 
"You  don't  buy  groceries  with  fu- 
ture hopes, "  Johnson  says.  To  buy 
groceries,  he  has  been  turning  IC 
into  a  \irtual  conglomerate.  IC  al- 
ready owns  Abex  Corp.,  a  fine  ac- 
quisition in  the  capital  goods  field. 
He  backed  away  from  a  deal  to  buy 
MSL  Industries,  a  conglomerate, 
but  on  Feb.  2  he  bought  Pepsi-Cola 
General  Bottlers,  a  $95-million 
(sales)  outfit  that  will  put  IC 
squarely  into  consumer  goods.  And 
IC  also  plans  to  acquire,  for  stock, 
H.F.  Philipsborn  &  Co.,  a  privately 
owned  Chicago  mortgage  banker, 
and  thereby  enter  the  financial 
services  field. 

All  this  diversification  plus  the 
generally  healthy  nature  of  the  rail- 
road's territory  enabled  IC  to  re- 
port $3.02  a  share  in  profits  for 
1969,  up  from  $2.76  in  1968-one 
of  the  better  showings  in  the  rail- 
road busine.ss.  Obviously  IC  is  in 
good  .shape  to  play  for  time  while 
Chairman  Johnson  and  IC  Presi- 
dent Alan  Boyd  (the  former  Sec- 
retary of  Transportation)  work  to 
deliver  on  the  potential  of  the  rail- 
road and  the  real  estate.  ■ 


Johnson  of  Illinois  Central 


All  in  the  Family 

RiCHMO.VD,  Va.'s  Ethyl  Corp.  is  a 
publicly  owned  c-ompany,  but  if 
you  look  a  little  closer  you'll  see  a 
cozy  famiK  enterprise.  Sev  enty-one- 
year-old  Floyd  Gottwald,  patriarch 
of  the  clan,  is  chaimian  of  the  ex- 
ecutive committee.  Last  month  Pa- 
triarch Floyd  gave  his  47-\ear-old 
son,  Floyd  Jr.  (board  chairman 
since  1968),  the  added  title  of 
chief  executive  officer.  A  month 
earlier,  he  had  named  his  younger 
son  Bruce  (36)  as  president. 


In  a  strict  sense,  the  Gottwalds 
do  not  control  Ethyl,  holding  only 
about  15%  of  the  10  million  shares 
outstanding.  But  Floyd  Gottwald, 
whose  Albemarle  Paper  Co.  ac- 
quired Ethyl  Corp.  and  then  adopt- 
ed its  name,  has  built  it  into  a 
$.500-million-a-year  maker  of  gaso- 
line antiknock  compounds,  paper, 
chemicals,  plastics  and  aluminum 
products. 

How  is  Ethyl  doing?  Not  well  of 
late.  Oxford  Paper,  acquired  in 
1967,  has  been  a  drag  on  earnings, 
which  hung  around  $2.50  for  three 


The  Gottwalds  of  Ethyl  (Floyd  and  Bruce) 


years.  Debt— mostly  incurred  in 
buying  Ethyl  from  General  Motors 
and  Standard  Oil  of  New  Jersey— is 
a  hefty  $230  million  vs.  $160  mil- 
lion equitv.  The  .stock  is  15,  down 
from  50  in  1967. 

But  the  company's  biggest  prob- 
lem is  .spelled  p-o-l-l-u-t-i-o-n.  Its 
lead  antiknock  additives  cause  pol- 
lution, and  their  use  could  be 
banned  or  reduced,  leaving  Ethyl 
bereft  of  its  main  money-maker. 
Atlantic-Richfield  has  announced  it 
will  market  a  lead-free  gasoline  in 
California,  which  will  banish  lead 
additives  in  the  early  1970s.  Ford 
and  GM  have  promised  to  build  a 
motor  to  accommodate  it. 

The  Gottwalds  claim  they  aren't 
worried:  "There  just  isn't  any  sub- 
stance to  all  these  pollution  argu- 
ments," says  Floyd  Jr.  At  last  re- 
port Ethyl  had  some  $123  million 
cash  and  over  $60  million  in  an- 
nual cash  flow,  even  with  earnings 
lagging.  So  the  possibility  of  fur- 
ther diversification  definitely  exists 
—if  the  Gottwalds  have  the  skill 
to  grasp  it.  ■ 
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Whof's  the  Hurry? 

Sprightly  64-year-old  Walter  T. 
Margetts  has  an  odd  job.  He's  part- 
time  president  of  cash-laden  Hud- 
son &  Manhattan  Corp.  until  he 
can  get  the  company's  affairs  un- 
tangled enough  to  carry  out  the 
bankruptcy  court's  order  to  liqui- 
date the  company.  Most  of  his 
days  are  spent  sorting  through  of- 
fers from  idea-rich,  cash-poor  pro- 
moters and  companies  hoping  to 
trade  their  paper,  tax-free,  for 
H&M's  only  asset:  $62  million  dol- 
lars in  government  securities. 

"I  bet  there's  no  other  listed 
company  with  fewer  employees," 
says  Margetts,  who  was  appointed 
to  his  $35,000-a-year  job  by  the 
Federal  bench  in  1962.  Only  a  sec- 
retary and  bookkeeper  share  H&M's 
offices,  in  one  of  several  buildings 
in  New  York's  financial  district  that 
the  company  used  to  own  but  was 
long  ago  forced  to  sell. 

H&M  created  the  Hudson  Tubes 
in  1904  to  serve  commuters  be- 
tween New  Jersey  and  New  York. 
In  1955,  beset  by  declining  traffic 
and  other  commuter  problems, 
H&M  went  bankrupt.  It  was  res- 
cued from  oblivion  only  after  the 
New  York  and  New  Jersey  legis- 
latures bribed  the  Port  of  New 
York  Authority  to  take  over  H&M's 
operations  with  permission  to  pro- 
ceed with  the  World  Trade  Center, 
the  Port  Authority's  $600-million 
office-building  boondoggle  in  lower 
Manhattan. 

The  Port  Authority  paid  H&M 
S72  million  for  its  tubes  and  a  cou- 
ple of  old  office  buildings;  $10  mil- 
lion of  this  went  to  pay  off  a  senior 
bond  issue.  The  rest,  in  theory,  is 
avaiial)Ie  for  payment  to  holders  of 
H&M's  two  classes  of  capital  stock. 

But  for  more  than  a  year  now, 
Margetts  has  been  sitting  on  the 
cash,  investing  it  in  very  short-term 
government  bonds.  Why?  Why  not 
pa\  it  out  to  H&M's  long-suffering 
slockliolders? 

One  reason  is  that  H&M  is  still 
wrangling  with  its  law  firm  over 
the  size  of  the  fee  it  owes;  the 
lawyers  want  $4.2  million,  Margetts 
wants  to  give  them  less.  Then  there 
is  the  matter  of  taxes.  Right  now 
Margetts'  offices  are  littered  with 
files  and  reports  going  all  the  way 
back  to  1904,  as  Internal  Revenue 
agents  pore  through  the  figures 
contesting  H&M's  claim  that  H&M 
is  entitled  to  a  tax-loss  credit. 


Margeffs  oi  Hudson  &  Manhattan 


That's  why  Margetts  isn't  distrib- 
uting the  money.  With  a  possible 
tax  credit,  H&M  may  be  worth  a 
good  deal  more  alive  than  dead. 
Certainly  any  number  of  smart  fi- 
nancial operators  think  so.  "We 
have  hundreds  of  inquiries,"  says 
Margetts.  "All  kinds  of  people 
who'd  like  to  merge  with  us.  Nurs- 
ing centers,  iron  mines  where  the 
ore  is  still  in  the  ground. "  One 
such  offer  came  from  Houston  con- 
glomerate Zapata  Norness.  Margett 
shows  no  great  enthusiasm  for  the 
Zapata  offer,  but  he  says:  "We 
have  a  committee  to  stud\  this, 
and  we'll  take  a  long,  careful  look 
before  we  do  anything." 


Meanwhile,  Margetts  is  enjoy- 
ing himself.  He  rides  the  tubes  ev- 
ery day  from  his  New  Jersey  estate. 
He  is  a  rich  man  and  hardly  needs 
the  salary:  He  had  a  long  career 
in  industry  and  in  politics,  hold- 
ing the  office  of  treasurer  of  the 
State  of  New  Jersey  at  one  time. 
But,  he  says,  "It's  fun.  It's  inter- 
esting to  see  if  you  can  do  some- 
thing unusual  for  your  stockhold- 
ers. Find  the  best  deal. " 

One  part  of  his  not-too-onerous 
job  is  replying  to  the  stockholder 
letters  that  flow  in  daily,  asking 
when  they  will  get  the  pay-out. 
Margetts  writes  back  and  says  he 
just  doesn't  know.  ■ 
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Caprice  by  Chevrolet. 

We  don't  make  expensive  cars. 
But  we  worry  people  who  do. 


With  the  very  notable  exception 
of  its  price  tag.  Caprice  is  amazingly 
similar  to  those  expensive  luxury 
cars. 

It"  you're  even  a  little  bit  dubi- 
ous, please  read  on. 

4,000  pounds  of  luxury. 

First  off,  Caprice  is  almost  two 
solid  tons  of  automobile.  So  you  get 
a  nice  secure  feeling  just  sitting  in  it. 

It  boasts  a  finely  crafted  Body 
by  Fisher  and  spans  18  feet  in  length 

And  has  IX  cubic  feet  of  trunk 
space,  too.  (Separated  from  you  by 
our  cargo-guard  luggage  compart- 
ment bulkhead. ) 

Inside,  there's  comfort  in  depth. 
Around  2,000  cubic  inches  of  foam 
padding  to  help  you  sit  soft  on 
Chevrolet's  most  luxurious  fabrics. 

Caprice  isn't  big  just  for  the 
sake  of  being  big,  though.  You  have 
to  sit  in  it  to  know  what  we  mean  but, 
well,  it  just  plain  feels  right. 

Computer-smoothed  ride. 

Of  course,  a  large  share  of  that 
feeling  is  derived  from  Caprice's  Full 
Coil  suspension. 

We  even  have  a  computer  select 
the  right  springs  just  for  your  car, 
according  to  the  front  and  rear  weight 
after  you've  added  on  whatever 
Equipment  you  want.  No  overspring- 
ing.  No  underspringing. 

The  way  wc  do  it  is  highly  tech- 
nical. The  way  it  feels  is  out  and  out 
plush. 

A  long,  long  list  of  extras. 

This  is  a  whole  ad  in  itself,  but 
suffice  it  to  say  that  Caprice  has  a 
longer  list  of  available  equipment 
and  custom  features  than  any  other 
car  made  in  America. 

Things  like  our  headlight  delay 
system,  AM  FM  stereo  radio  witfi 
hidden  antenna,  electric  power  door 
lock  system,  and  Comfortilt  steering 
wheel. 


A  rule  of  thumb:  if  it's  avail- 
able, it's  most  likely  available  on 
Caprice. 

K  moves  with  authority. 

Caprice's  standard  V8  engine  is 
a  highly  unstandard  350  cubic  inches 
with  250  horsepower.  That's  a  lot  of 
authority. 

Yet  it's  humble  enough  to  run 
on  regular  fuel. 

There's  also  a  40()-cubic-inch 
Turbo-Fire  V8  available  if  you  want 
more  torque  and  more  power.  It,  too, 
runs  on  regular  fuel. 

Still,  if  you  wish,  you  can  order 
up  to  454  cubic  inches  of  engine,  the 
most  available  in  Caprice's  field. 

Riding  in  a  Caprice  is  quite  a 
moving  experience. 


Result:  higher  resale  value. 

It's  impossible  to  predict  the 
future,  of  course,  but  chances  are 
your  1970  Caprice  will  be  worth 
more  than  its  competition  when 
trade-in  time  rolls  around. 

One  reason  we  can  say  that  is  all 
the  reasons  you've  already  read. 

The  other  reason  is  experience. 
Chevrolet  has  a  traditionally  higher 
resale  value  than  any  other  car  in  its 
field. 

Stop  in  at  your  Chevrolet 
dealer's  and  mull  over  a  Caprice. 
Then  ask  yourself:  why  buy  a  car 
as  expensive  as  this  ^^^ 

one  looks? 


CHEVROLET 


Putting  you  first,  keeps  us  first. 


('(//);•/<<'    Yiiii  ihin't  U'(i\ 
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jne  in  the  world. 


A  folk  festival  from  Malmo.  An  archeological  discovery  from  Turkey.  A 
soccer  game  from  Ecuador. 

All  these  and  more.  Televised  live  and  in  color  from  places  with  names 
hard  to  pronounce,  even  more  difficult  to  spell. 

She  can  see  much  of  the  world  right  now,  because  25  countries  are  al- 
ready linked  by  a  satellite  system  operated  by  INTELSAT,  the  International 
Telecommunications  Satellite  Consortium.  Still,  there  are  parts  of  the  globe 
blacked  out  for  her. 

In  two  years,  there'll  be  so  many  new  earth  stations  in  so  many  more 
countries  that  INTELSAT  will  have  put  up  a  new  generation  of  larger,  more 
complex  satellites  to  handle  the  heavier  load. 

Then,  live  TV,  and  every  other  form  of  electronic  communication,  really 
goes  worldwide. 

General  Dynamics  builds  the  Atlas-Centaur  rockets  that  will  put  those 
satellites  in  orbit.  Why  Atlas-Centaur? 

INTELSAT,  through  its  manager,  COMSAT,  has  contracted  with  NASA 
for  the  Atlas-Centaur,  having  judged  it  to  be  reliable,  economical  and  big 
enough  to  carry  the  extra  load. 
With  good  reason. 

Atlas  is  the  booster  that  fired  John  Glenn  into  orbit  eight  years  ago, 

launched  every  U.S.  planetary  mission,  and  is  still  going 

strong  after  more  than  370  launches.  Its  second- stage 

mate,  Centaur,  is  the  pioneer  in  hydrogen  rocketry.  As 

a  team,  they  boosted  seven  Surveyors  toward  the  moon, 

as  well  as  both  1969  Mariner  probes  to  Mars. 

It's  another  example  of  what  technology  can  accom- 
plish when  it's  handed  a  problem.  At  General  Dynamics, 
we  put  technology  to  work  solving  problems  from  the  bot- 
tom of  the  sea  to  outer  space... and  a  good  bit  in  between. 

GENERAL    DYNAMICS 


Sketch  satellite  atop  upper-stage  Centaur. 


Faces  Behind  the  Figures 


The  Jilfer  Jilted 

Iv  THE  PAST  two  >ear.s  Essex  In- 
ternational (formerly  Essex  Wire) 
has  left  five  big  would-be  partners 
waiting  at  the  church:  Cerro, 
Northwest  Industries,  Aerovox, 
Chicago  Rivet  and  Noranda  Mines. 
Last  month  it  came  up  \\ith  a  ne\%- 
merger  proposal,  this  time  with 
U.S.  Plywood-Champion  Papers. 

Just  11  da>s  after  the  announce- 
ment, however,  U.S.  Plywood 
hacked  out  without  a  word  of  ex- 
planation. Essex  Chairman  Walter 
F.  Probst  was  left  with  a  very  red 
face.  His  credibility'  was,  to  sa\'  the 
least,  tarnished.  That  made  it  sLx 
in  a  row.  "It's  unfair,"  he  says.  "We 
feel  pretty  stiongh-  that  weNe  been 
tarred  with  the  wrong  brush  on 
this.  In  each  one  of  the  preceding 
mergers,  tee  backed  out,  and  sub- 
sequent events  proved  us  right. 
Wh\-,  we  ought  to  get  patted  on 
the  back  for  seeing  some  of  these 
things  instead  of  getting  kicked  in 
the  fanny  for  not  doing  them." 

Soon  after  Essex  broke  off  merg- 
er talks,  Cerro  developed  national- 
ization problems  in  its  big  Peruvian 
operations,  Probst  explains,  and 
Aerovox'  earnings  vanished  into 
thin  air.  Noranda  Mines  proved 
unable  to  deliver  the  promised  cop- 


per and  aluminum  supplies,  and 
President  Ben  Heineman  of  North-" 
west  Industries  balked  at  using 
railroad  losses  as  a  tax  shelter  for 
Essex  earnings,  then"  got  into  deep 
trouble  oxer  his  proposed  Good- 
rich merger  among  other  things. 
Citing  Nortiiwest's  subsequent  drop 
in  earnings,  Probst  observes:  "We 
certainh'  were  pro\ed  right  there." 

Another  tiling  that  bothers  ^^'a]- 
ter  Probst  these  days  is  the  grow- 
ing talk  that  Essex  has  hidden 
problems  of  its  own— like  a  scarcity 
of  copper  coupled  with  poor  pros- 
pects in  its  key  housing  and  auto- 
mobile markets.  This  Probst  indig- 
nanth  denies.  "U.S.  Plywood  is 
going  to  suffer  more  than  we  are," 
he  sa>s.  "\\'e'll  do  as  well  in  1970 
as  we  did  in  1969,  no  question 
about  it.  I  think  the  odds  are  that 
we'll  do  Ijetter." 

But  wh\  is  Essex  always  flirting 
if  it  doesn't  want  to  get  married? 
"Well,  there  were  three  reasons 
whv  we  wanted  to  go  ahead  with 
the  Plywood  merger,"  Probst  ex- 
plains. "First,  I  have  three  large 
acquisitions— each  over  $100  mil- 
lion in  sales— that  I'd  like  to  make. 
The>'  fit  like  a  glove  with  our  op- 
eration. But  each  of  them  has  a 
P  E  ratio  of  15  to  17  times  earn- 
ings [vs.  12  for  Essex]  and  I  don't 


have  tiie  paper  I  can  use  to  do  it. 
I  was  tr\ing  to  get  a  stock  with  a 
better  P  E  ratio  I  could  use  to  ex- 
l>tuid  without  fmther  dilution."      ^ 

Second,  Probst  continues,  there 
is  a  cash  problem.  Essex  plans  to 
spetid  at  least  $25  million  a  year 
o\er  the  next  five  years.  "We've 
got  to  generate  some  more  cash," 
^le  sa>s.  "We're  growing  faster  than 
the  carrying  capacitv  of  this  com- 
pany." One  big  problem:  Essex' 
cash  flow  from  depreciation  was 
onl\  about  $6.9  million  in  1968. 

Third,  there  was  a  business  rea- 
son. "What  I  had  in  mind  was 
a  true  mass-production  modular 
housing  operation.  Pl\  wood  has  the 
basic  materials  and  we  have  the 
electrical,  the  plumbing,  the  fit- 
tings and  the  knowhow  to  do  this 
on  a  mass-production  basis." 

There  is  also  a  final  reason  why 
the  latest  merger  breakup  saddens 
Walter  Probst  and  his  associates. 
Had  it  gone  through,  they  would 
have  wound  up  with  about  10%  of 
the  combined  company's  stock  and, 
in  effect,  control  of  a  company  with 
nearly  $2  billion  in  sales  and  a  cash 
flow  of  $130  million.  Now  besides 
losing  this,  they  are  going  to  have 
trouble  convincing  future  merger 
prospects  that  they  really  mean 
business.  ■ 


Probst  of  Essex  International 
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The  maverick 
comes  to  Will  Street 


Allstate  announces  a  mutual  fund.  Allstate 
Enterprises  Stock  Fund,  Inc.  An  open-end 
fund  that  invests  your  money  for  possible 
long-term  capital  growth. 

Shares  are  being  offered  \vith  no  load 
during  a  charter  period  ending  April  30, 1970. 

After  this  charter  period,  shares  of  the 
fund  will  be  sold  through  Allstate  sales  outlets 
across  the  country. 

To  send  for  the  prospectus  and  application, 
use  this  coupon. 

Allstate  Enterprises  Stock  Fund,  Inc. 
*  Box  176B 
Northbrook,  Illinois  60062 

Please  send  me  your  prospectus  and 
application 

Name 


/illstate 


Address. 
City 


State. 


-Zip. 


Managed  by  Allstate  Investment  Management  Co. 

A  new  subsidiary  of  Sears. 
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Rebound 

The  slowdown  of  Volkswagen  in  the  U.S.   was  more  fancy 
than  fact.  The  little  German  car  looks  stronger  than  ever. 


All  through  mid- 1969,  Volkswagen's 
U.S.  sales  dropped.  Volkswagen  of 
America  President  Stuart  Perkins 
blamed  a  three-month  dock  strike;  but 
critics  said  that  VOA  was  slowing 
down,  that  Ford's  Maverick,  Ameri- 
can Motors'  Hornet  and  the  Japanese 
ToNota  and  Datsun  were  cutting  into 
its  market.  Further,  VOA  seemed  to 
have  grown  large  enough  to  be  hurt 
by  the  same  factors  that  were  hurt- 
ing U.S.  car  sales:  tight  money, 
shrinking  take-home  pay  and  a 
gloomy  business  outlook. 

Well,  the  strike  ended,  and  VGA's 
long  pipelines  were  refilled.  And  \'W? 
Though  total  U.S.  car  sales  dropped 
sharply,  VW  sales  set  records  for  the 
last  quarter.  When  1969  ended, 
551,000  VWs  had  been  sold,  down  a 
mere  3.2%  from  record  1968.  More- 
over, VW  held  fiimly  onto  eighth 
place— just  behind  Chrysler's  Dodge 
division— and  increased  its  U.S.  mar- 
ket share  to  5.8%,  an  all-time  high  and 
considerably  more  than  American  Mo- 
tors' share,  for  example. 

"I  said  all  along  that  our  problem 
was    the   dock   strike,"   says   Perkins. 


"But  no  one  believed  me."  Though 
Perkins  doesn't  have  to  worry  about  a 
dock  strike  this  year.'he  is  faced  with  a 
rash  of  new  subcompacts  coming  in 
from  Detroit  ( American  Motors'  Grem- 
lin, recently  introduced,  was  only  the 
first)  and  a  business  slowdown  as  well. 
But  Perkins,  a  41-year-old  English- 
man who  has  headed  VOA  since  1965, 
shows  no  sign  of  worry.  "With  De- 
tioit  talking  up  small  cars,  more  people 
should  get  interested  in  them,"  he  rea- 
sons. "And  in  a  recession,  people  want 
economical  transportation,  not  land 
cruisers." 

Two  Threats  from  the  East 

What  probably  worries  Perkins 
most  is  the  Japanese.  Of  the  188,000 
people  last  year  who  bought  Toyotas 
and  Datsuns,  surely  many  were  VW 
prospects  or  even  owners.  Still  worse, 
the  Japanese  success  could  pose, 
though  far  down  the  line,  a  threat  of 
voluntary  import  quotas  like  those  in 
the  steel  industry.  And  quotas  would 
affect  Volkswagen  as  well  as  the  Jap- 
anese automakers. 

(Of  course,  if  Perkins  is  lucky,  what 


Where's  The  Engine?  In  the  middle.  Porsche  Audi  division  Man- 
ager John  Reilly  (left)  and  VOA  President  Stuart  Perkins  hope  fo  make 
mid-engine     Porsches     as     familiar     as     rear-engine     Volkswagens. 


will  happen  instead  is  an  upward  re- 
valuation ot  the  yen.  Under  similar 
world  pressure,  West  Germany  last 
October  revalued  the  mark  by9..3%, 
thus  increasing  the  price  of  its  ex- 
ports, including  the  Volkswagen,  in 
comparison  with  American  and  Jap- 
anese goods.) 

For  1970  Perkins  is  making  two 
moves  lo  offset  the  Japanese  competi- 
tion. First,  he  has  equipped  all  1,100 
VW  dealers  with  miniature  diagnostic 
centers  and  has  included  four  free 
checkups  with  each  new  \  \V.  Diag- 
nostic centers  aren't  new,  but  this  is 
the  first  time  in  the  U.S.  that  a  man- 
ufacturer has  included  diagnostic  test- 
ing as  part  of  the  new-car  warranty 
(\'W  introduced  it  in  Germany  last 
year).  Second,  Perkins  has  announced 
that  in  the  fall  \'OA  will  begin  to  im- 
port a  four-door  sedan,  comparable  in 
size  with  the  bigger  Toyota  and  Dat- 
sun models. 

Equally  important,  Perkins  has  set 
up  a  new  division,  separate  from 
Volkswagen,  to  sell  two  other  German 
cars:  the  expensive  Porsche  touring 
cars  and  the  medium-priced  Audi  se- 
dans. The  Audi,  new  to  this  country, 
is  aimed  at  the  small  but  growing 
market  now  dominated  !)>■  \'oi\o  and 
Mercedes-Benz.  With  the  addition  of 
the  four-door  VW,  this  means  Perkins 
has  a  full  range  of  ecouDmy  cars  up 
to  $4,000  plus  sports  models  that  cost 
as  much  as  to  $9,350. 

Perkins  is  aiming  lor  between 
40,000  and  50,000  Porsche  and  Audi 
sales  this  year.  But  that's  just  a  start. 
"I  see  no  reason  why  in  a  few  >ears 
we  can't  go  to  100,000,"  he  says  mat- 
ter-of-factly.  Perkins'  confideuce  re- 
flects the  size  and  strength  of  VOA; 
it  took  Tov'ota  five  years  to  top 
100,000  unit  sales,  and  Datsun,  after 
nine  years,  is  at  only  61,000. 

But  what  about  profits?  The  Big 
Three  have  taken  a  real  beating  in 
the  last  few  years;  surely  VOA  must 
have  suffered  similarly.  "Not  at  all,' 
says  Perkins.  "We  don't  have  to  lake  a 
lower  profit  margin  in  1970  than  in 
1965.  Sure,  our  costs  have  gone  up. 
But  we've  also  become  more  efficient." 

For  example,  when  \  OA  performs 
certain  dealer  functions,  like  parts  re- 
ordering and  showroom  design,  it  does 
so  for  all  dealers,  not  just  some.  This 
reduces  the  freedom  of  action  of  \'W 
dealers,  but  it  cuts  costs  too,  and  it 
has  helped  to  make  V\\'  dealers  very 
rich  and  very  tough. 

It  has  also  made  Volkswagen  of 
America  very  rich  and  very  tough. 
Those  who  are  looking  for  its  decline 
will  have  to  wait,  perhaps  for  a  long 
time.  As  Perkins  fully  realizes,  VW  is 
going  to  face  a  rougher  competitive 
period  ahead.  But  it  is  hard  to  see  how 
Perkins  could  be  better  prepared.  ■ 
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The  new  National  Lead 


The  new  National  Lead  is  tapping  the 
Great  Salt  Lake  for  magnesium.  It's 
part  of  a  70-million-clollar  project  to 
boost  the  U.S.  supply  of  this  modern 
metal  by  more  than  one-third. 


The  new  National  Lead  fits 
into  the  mod  mode.  As 
designers  demand  more  vinyl 
and  urethane  coated  fabrics, 
fashion  is  creating  a  major 
new  market  for  our  plastic 
stabilizers  and  titanium 
pigments.  Girl-watching  is 
big  business  these  days. 


The  new  National  Lead  is  wise  in  the 
ways  of  the  world.  International 
operations  have  expanded  to  account 
for  over  15  percent  of  our  nearly 
one-billion  dollar  annual  sales. Today, 
you'll  find  National  Lead  plants, offices 
and  mines  in  over  20  countries. 


Meeting  the  worldwide  needs  of  the  chemicals,  metals,  nuclear,  petroleum,  automotive  and  aerospace  industries. 


NATIONAL  LEAD 

111  Broadway,  New  York,  N.Y.  10006 


Crane  Ibledyn^ 
The  robot  that  keep^ 
fluick  in  line* 


Write  to  Crane  to  find  out  now  much  Crane  Teledyne  motorized  valve  operators  can  save  your  company. 


Crane  Teledyne,  the  motorized  valve 
operator. 

Turns  valves  off  or  on.  Slowly  or  in  a 
split  second.  On  hydraulic,  pneumatic, 
electric  or  electronic  signal.  (Transmitted 
from  a  remote  point,  even  over  a  leased 
telephone  wire.) 

Always  ready,  as  here  on  a  Louisiana 
tank  farm,  to  divert  flow  in  the  event  of 
a  ruptured  line.  Or  to  cut  it  off  in  case 
of  fire. 

At  work  saving  money 
in  chemical,  paper, 
power,  as  well  as 
petroleum  plants. 
Saving  steps,  where 
there's  more  work  than 
there  are  workers. 
Saving  costly  products. 
Even  saving  lives. 

And  Crane  Teledyne  installs  easily 
with  hand  tools  on  many  makes  of 
valves,  including  Crane. 

Crane.  Manufacturerof  the  world's 
broadest  line  of  valves.  Plus  pumps, 
fittings,  meters,  water  treatment  systems, 
aircraft  and  aerospace  products, 
plumbing  and  heating  equipment." 
Crane  Co.,  300  Park  Avenue, 
NewYork,N.Y.  10022. 


If  it  flows: 


CRANE 
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San  Antonio... 

cityofthe  Alamo.  Vital, 
prosper!  ng . . .  heart  I  n  the 
past. . .  its  eyes  on  the  f utur( 
A  Phelps  Dodge  city 
where  we  work  at  makinc 
it  happen. 


i 


[ 


e"underground  movement"  for 
£.nore  beautiful  America...  When- 

w  it's  economically  and  technically 
sible,  power  companies  are  going 
derground  with  distribution  cables 
lelp  keep  America  beautiful.  Every 
jrthey  are  burying  more  and  more 
es  of  power  cable— much  of  it  made 
Phelps  Dodge— to  eliminate 
sightly  poles  along  our  streets  and 
hways. 

Today,  Phelps  Dodge  makes  direct 
ied  insulated  cable  for  pnmary 
bution  from  600  to  69,000  volts. 

transmitting  very  large  amounts  of 
ver,  we  also  design  and  manufac- 
e  paper-insulated  underground 
)les  that  handle  up  to  345.000  volts. 
Look  around  m  San  Antonio  and 

will  also  find  hundreds  of  other 

products  at  work.. .our  aluminum 
iduit  telephone  and  coaxial  cable, 
gnetwire,  condenser  and  heat 
:hanger  tubes,  gas,  plumbing 
j  air  conditioning  and 

geration  tubing, ..all  our 
)per,  aluminum  and 
ly  products  sen/mg 
lericans  everywhere. 
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Tweedle  Dee 

Upjohn  can't  ever  seem  to  do  quite  as  well  in 
ethical  drugs  as  Tweedle  Dum,  its  corporate  look- 
alike,  Eli  Lilly,  which  is  no  great  shakes  either. 


The  cubse  of  being  a  twin  is  that  one 
can  never  escape  comparison  with  his 
brother.  For  the  less  favored  of  the 
twins,  such  constant  competition  can 
be  particularly  frustrating. 

It  works  that  way  in  the  business 
world,  too.  Just  as  in  the  building  ma- 
terials industry  Flintkote  wishes  it  had 
ne\er  heaid  of  its  coiporate  twin  Na- 
tional G>psum,  so  in  ethical  drugs 
Upjohn  Co.  of  Kalamazoo  would  love 
to  be  able  to  forget  about  Eli  Lilly 
of  Indianapolis.  No  matter  how  well 
Upjohn  perfonns  and  no  matter  what 
it  does,  Eli  Lilly  usually  manages  to 
do  it  a  little  better. 

Some  ten  years  ago,  in  1959,  both 
companies  were  earning  a  little  over 
$2.3  million.  Lilly  had  just  $.30  million 
more  in  sales.  By  1968,  however,  Lil- 
ly had  outpaced  Upjohn  decisively.  It 
had  over  $140  million  more  in  sales 
and  more  than  twice  Upjohn's  earn- 
ings of  $34.4  million.  While  Upjohn's 
operating  profit  margins  slipped  from 
32.9*  to  24.6%  over  the  period,  Lilly's 
inched  up  from  27.2%  to  28.8%. 

How  Come? 

The  difference  is  clearly  attributa- 
ble to  the  quality  of  management, 
since  Upjohn  .so  closely  resembles  Lil- 
ly. Both  are  conservative,  family- 
controlled  firms.  Family  interests  con- 
trol some  3.5%  of  Upjohn,  about  25% 
of  Lilly. 

At  Upjohn  both  the  chairman  and 
the  new  president,  Robert  M.  Boude- 
man,  aie  married  to  members  of  the 
controlling  Upjohn  family.  Upjohn  has 
no  long-term  debt  at  all;  Lilly  has  a 
mere  $6.7  million.  Both  firms  are  ex- 
tremely research-minded.  In  recent 
years  each  has  lavished  about  10%  of 
sales  on  R&D,  more  than  any  other 
major  firm  in  the  industry  save  for 
Smith  Kline  &  French  and  Synte.x. 

What's  more,  like  human  twins, 
Lilly  and  Upjohn  seem  to  have  the 
same  thought  at  about  the  same  time. 
Both  have  eschewed  frecjuent  acqui- 
sitions and  large  mergers.  Instead, 
they  both  moved  aggressively  (and 
belatedly)  overseas  starting  in  the  late 
Fifties,  and  followed  their  research  in- 
to related  agricultural  fields  in  the 
early  Sixties.  Today  some  28%  of  Up- 
john's sales  come  from  overseas,  as 
against  26%  for  Lilly.  Both  have  re- 
duced their  dependence  on  pharma- 
ceuticals, Lilly  to  71%,  Upjohn  to  70%. 

What  makes  the  comparison  with 
Lilly  particularly  painful  for  Upjohn, 
however,  is  that  Lilly  itself  is  far  from 


Parfet  of  Upjohn 

being  a  growth  leader  in  the  booming 
ethical  drug  field.  Companies  like 
Merck,  Pfizer,  Searle,  Abbott  Labora- 
tories, Baxter  Laboratories,  Cutter  Lab- 
oratories, Robins,  Rorer  and,  of 
course,  Syntex  have  been  growing 
faster  than  both  companies  in  sales 
and  earnings  over  the  past  decade. 
Thus  Lilly  looks  good  only  in  compari- 
son with  Upjohn. 

Upjohn  Chairman  Ray  T.  Parfet  Jr., 
47,  chief  executive  since  1961,  re- 
fuses to  admit  that  anything  is  wrong 
at  his  company.  "We've  had  a  couple 
of  slow  years,"  he  says  blandly, 
"but  overall,  I'd  have  to  rate  us  near 
the  top  in  the  industry.  We've  been 
able  to  maintain  roughly  a  10%  in- 
crease in  sales  and  earnings  annually 
and  we  expect  that  to  be  a  minimum 
in  the  future."  Yet  the  fact  remains 
that  Upjohn  earnings  have  only  re- 
gained 1965  levels  in  1969. 

Nor  does  Parfet  like  to  admit  that 
Upjohn  is  currently  faced  with  some 
serious  headaches.  Twice  the  Govern- 
ment has  ordered  Panalba,  Upjohn's 
big  combination  antibiotic,  off  the 
market  because  it  is  allegedly  inef- 
fective as  a  combination  and  has 
harmful  side  effects.  Panalba  has  been 
on  the  market  for  11  years  and  has 
accounted  for  nearly  10%  of  Upjohn's 
revenues;  so  Upjohn  has  taken  the 
Government  to  court  on  the  matter. 
But  Parfet  says  he  is  not  concerned. 
"If  the  decision  in  the  Appeals  Court 
goes  against  us,  we'd  certainly  con- 
sider taking  it  to  the  Supreme  Court," 
says  Parfet.  What  Upjohn  needs,  he 
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First  National  State 
is  the  Banl(  in  New  Jersey  for 

business 

and 

industrial  growth 

And  you  can  count  on  it! 


New  Jersey  is  now  the  fastest-growing 
state  in  the  entire  Northeast.  We're 
New  Jersey's  leading  bank,  with  resources 
exceeding  $800  million. 

Known  as  "New  Jersey's  Money  Center 
Bank,"  we  offer  broad-based  knowledge  of 
business  and  industry,  and  a  proven  ability 
to  provide  needed  funds  to  businesses.  .  . 


of  all  sizes.  In  short,  we  can  do  more 
for  you. 

If  your  company  has  expanding  financial 
needs,  or  if  you  are  contemplating  a 
location  in  New  Jersey,  get  in  touch  with 
us.  A  note  on  your  company  letterhead 
will  bring  a  prompt  call  from  one  of 
our  Officers. 


ESTtBllSHCD    U12 


JPirst  Jtational  ^tate 


BANK  OF  NEW  JERSEY 

Toial  Resources  Over  $800  Million 
EXECUTIVE  OFFICE:  550  Broad  Street,  Newark,  N.  J.  07102 

Regional  Office:  Mlllburn  Regional  Office:  Nutley 

397  Millburn  Ave.,  Millburn,  N.  J.  07041  350  Centre  St.,  Nutley,  N.  J.  07110 


Member  FOIC 


GROWTH   REPORT 

Latrobe  continues  to  maintain  a 
strong  market  position  by  establish- 
ing highest  sales  in  the  history  of 
the  company  for  1969.  Earnings  for 
the  year,  however,  were  affected  by 
increased  prices  of  raw  materials, 
unfavorable  cost  factors  and  prevail- 
ing inflationary  trends  as  well  as 
heavy  "start-up"  expenses  in  the 
firm's  new  rolling  mill. 

For  full  particulars,  request  copy 
of  Report  to  Shareholders. 

DIVIDEND  NO.  214 

The  Board  of  Directors  of  Latrobe 
Steel  Company  has  declared  a  reg- 
ular quarterly  dividend  of  15  cents 
per  share  on  the  common  stock,  pay- 
able March  15,  1970  to  shareholders 
of  record  at  the  close  of  business 
February  27,  1970. 


January  22,  1970 
Latrobe,  Pa. 


G.  E.  McDonald 
Secretary 


e 

LATROBE 

The  Specialty  Stee/  Company 


Volunteer  to  be  a 

BIG  BROTHER 
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says,  is  two  years  to  stiulv  the  mat- 
ter and  document  its  case.  He  also 
points  out  that  the  hmidreds  of  t^i- 
ple-damage  civil  suits  brought  against 
Upjohn  as  a  co-conspirator  in  a  tetra- 
cycline price-fixing  criminal  action  last 
year  will  probably  involve  a  settle- 
ment of  only  $6.4  million. 

As  for  the  current  controversy  on 
the  safety  of  oral  contraceptives,  an- 
other important  market  for  Upjohn 
(cortical  steroids  and  sex  hormones 
represent  some  19%  of  sales),  Parfet  is 
equally  sanguine.  "We  haven't  felt  any 
falloff  in  .sales,"  he  says. 

And  while  he  acknowledges  that 
Upjohn's  vitamin-pill  business  has 
been  declining  for  years  now,  he  ex- 
plains that  it  is  an  older  product  line 
and  that  he  expects  it  to  resume  its 
long  interrupted  growth  in  the  near 
future,  plagued  until  recently  b\'  an 
aging  research  team. 

Actually,  Upjohn  has  only  one 
product  less  than  five  years  old  that 
has  shown  any  real  growth:  Lincocin, 
an  antibiotic  introduced  in  1965  and 
the  company's  most  important  single 
product.  "No  question  about  it,  the 
percentage  of  new  products  in  our 
line  was  significantly  higher  ten  years 
ago,"  says  Parfet. 

Taking  Steps 

For  all  Parfet's  outward  calm  and 
cheerful  optimism,  it  is  clear  from  his 
actions  that  he  does  feel  Upjohn  has 
problems.  In  May  1968  he  annoiniced 
"a  sweeping  reorganization  of  Up- 
john's research  units  into  product-ori- 
ented research  teams."  While  Parfet 
maintains  that  the  intent  was  primari- 
ly to  anticipate  the  more  stringent 
new-product  documentation  recjuire- 
ments  of  the  Food  &  Drug  Adminis- 
tration, he  concedes  that  Upjohn's 
famed  research  could  have  been  more 
productive.  "We  have  gone  through  a 
period  of  regrouping  in  research, "  he 
concedes.  "We're  in  a  valley." 

Parfet  has  taken  other  significant 
steps  of  late.  In  1968  he  decentral- 
ized Upjohn  into  four  key  divisions 
and,  for  the  first  time  in  the  compa- 
ny's history,  added  three  outside  di- 
rectors. This  \ear  he  is  channeling 
25?  of  Upjohn's  R&D  dollars  into  less 
profitable  agricultural  and  chemical 
fields.  Meanwhile  Upjohn  continued 
to  make  small  accjuisitions  outside  of 
its  pharmaceutical  field. 

For  the  future,  Ted  Parfet  is  count- 
ing on  Upjohn's  heavy  research  com- 
mitment and  the  continuing  superior 
growth  of  overseas  sales  and  nonphar- 
maceutical  operations  to  fuel  Up- 
john's earnings  growth.  But  it  is  in- 
creasingly clear  that  Upjohn  will  have 
to  do  more  than  that  if  it  is  ever  to 
catch  up  with  the  rest  of  the  fast- 
moving  drug  industry.  ■ 
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This  announcement  is. neither  <in  ofj'er  to  sell  nor  n  solirifatioii  of  an  o/jer  to  biiij  anij  of  these  Shares. 

The  ojj'er  is  made  onh/  by  the  Prospectus. 


8,603,048  Shares 

Standard  Oil  Company 

(Incorporated  in  New  Jersey) 

Capital  Stock 

($7  par  value) 


Rights,  evidenced  by  subscription  uarrants,  to  subscribe  for  these  Shares  are  being  issued 
by  the  Company  to  holders  of  its  Capital  Stock,  which  rights  will  expire  at  5:00  P.M., 
Eastern  Standard  Time,  on  March  11.  1970,  as  more  fully  set  forth  in   the  Prospectus. 


Subscription  Price  $45  a  Share 


The  several  Underwriters  have  agreed,  subject  to  certain  conditions,  to  purchase  any 
of  the  unsubscribed  Shares  of  Capital  Stock  and,  both  during  and  following  the  sub- 
scription  period,   may   offer   Shares   of   Capital   Stock   as   set   forth    in    the   Prospectus. 


Copies  of  til e  Prospectus  niaij  he  obtained  in  ani/  State  from  onhj  such  of  the 

undersigned  as  may  legally  offer  these  Shares  in  compliance 

iriflt  the  ■'Securities  laws  of  such  State. 


MORG.A\  STA\LEY  <&  CO. 

DILLOS,  READ  &  CO.  ISC.  THE  FIRST  BOSTO\  CORPORA TIO\  KLH\,  LOEB  &  CO. 

BL YTH  &  CO.,  ISC.     DREXEL  HARRI.MAS  RIPLEY    E.A.STM.AS  DILLOS,  ISIOS  SECURITIES  &  CO. 

Incorporated 

GLORE  FORGAS  STAATS  GOLDMAS,  SACHS  &  CO.  H.ALSEY,  STUART  &  CO.  ISC. 

Incorporated 

HORSBL  O  WER  &  WEEKS-HEMPHILL,  SO  YES    KIDDER,  PEABOD  Y  &  CO.     LAZARD  FRERES  &  CO. 

Incorporated 

LEH.MAS BROTHERS    LOEB,RHOADES &C0.      MERRILL  LYSCH, PIERCE, FESSER&SMITH 

Incorporated 

P.AISE,  WEBBER,  J  A  CKSOS  &  CURTIS     SALOMOS  BROTHERS  &  HUTZLER     SMITH,  BARSEY&  CO. 

Incorporated 

STOSE  &  WEBSTER  SECURITIES  CORPORA  TIOS       WERT  HELM  &  CO.      WHITE,  WELD  &  CO. 

Incorporated 

DEAS  WITTER  «fc  CO.  BACHE  «£•  CO.  FRASCIS  I.  duPOST,  A.  C.  ALLYS,  ISC. 

Incorporated  •         Incorporated 

February  17,  1970. 
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The  Dimensions  of  American  Business 


The  Annua 

FORBES  DIRECTORY 

to 
America's  Biggest  Corporations 

May  15, 1970 


Ranking  the  first  500  companies  according  to  each  of  five  dimensions  of  American  business. 

•  The  first  500  in  revenues 

•  The  first  500  in  net  profits 

•  The  first  500  in  assets 

•  The  first  500  in  stock  market  value 

•  The  first  500  in  capital  expenditures 


A  final  all-inclusive  listing  shows  all  five  dimensions  of  over  800  of  America's  biggest  corporations. 


Some  37  decades  ago  Francis  Bacon  said  that  knowledge 
is  power.  FORBES  believes  him.  But  we  also  believe  that 
knowledge  should  be  as  complete  as  possible.  So  the 
FORBES  Directory  Issue,  due  May  15th,  1970,  will  cover 
five  full  dimensions  of  American  business.  This  year  we're 
adding  that  fifth  dimension:  capital  expenditures.  A  high- 
ly important  indicator  of  company  growth.  And  especially 
relevant  in  that  such  expenditures  are  being  widely 
studied  right  now  as  guideposts  to  the  direction  the 
national  economy  is  taking. 

FORBES  covers  five  dimensions  of  American  business  be- 
cause we  believe  that  no  dimension  taken  alone— whether 
revenues,  assets,  net  profits,  stock  market  value,  or  capi- 
tal expenditures  — will  adequately  reveal  how  a  company 
has  grown  during  the  business  year  and  reflect  its  true 
relative  standing  at  the  end  of  the  year.  So  FORBES  con- 
siders all  five  dimensions. 

Then,  since  many  companies  will  appear  on  one  or  two  of 
the  lists  but  not  all  five,  FORBES  adds  a  sixth  all-inclusive 
listing  of  more  than  800  of  America's  biggest  corporations. 
This  composite  roster  will  show  all  five  dimensions  of  the 
800.  It  will  show  their  1969  earnings  or  losses  per  indi- 
vidual share  of  stock.  It  will  state  their  1969  expenditures 


for  Research  and  Development.  And  include  other  data 
necessary  to  present  the  fullest  possible  statistical  record 
of  each  company's  growth  during  the  year. 

The  Directory  Issue  presents  the  strictly  now  picture  of 
American  business.  It  is  a  progress  report  telling  you  what 
happened  to  these  companies  in  one  year— last  year.  In 
this  sense  it  completes  our  January  1  Annual  Report  on 
American  Industry,  which  tellsyou  howefficiently  they  were 
operated  by  their  managements  over  the  past  five  years. 

Our  Directory  Issue,  second  of  the  two  major  FORBES 
issues  of  1970,  will  be  packed  with  valuable  statistics  not 
available  anywhere  else  in  this  ordered  and  highly  read- 
able form.  It  will  be  a  useful  reference  tool  for  business- 
men, institutional  and  individual  investors  alike.  It  will 
also  provide  advertisers  with  an  efficient  instrument  for 
communicating  their  corporate  messages  to  one  of  the 
country's  most  important  management  audiences.  Mes- 
sages in  this  Directory  Issue  will  be  seen  repeatedly,  every 
time  the  statistical  record  is  referred  to. 

Why  not  plan  now  to  send  your  advertising  message  by 
special  delivery  on  May  15th?  To  the  readership  you  want 
most  to  reach.  Send  it  by  way  of  the  FORBES  Directory— 
the  one  with  the  five  dimensions  of  American  business. 


Forbes  readers  don't  just  own  American  business. 
They  run  it. 


Forbes:  capitalist  tool 


"he  Money  Men 


A  One-Man  Stock  Market 


"Don't  be  shocked  when  you  see 
my  office,"  warns  Donald  J.  Tom- 
aso.  His  office  is  one  room  in  a  vis- 
ibly aging  building  in  downtown 
Chicago.  The  floor  is  uncarpeted 
except  for  a  small  patch  of  rug  on 
which  his  children  once  played  and 
which  his  wife  wouldn't  keep  in  the 
house.  The  furniture  is  second- 
hand. "Don't  lean  back  in  that 
chair,"  Tomaso  tells  visitors.  Later, 
he  boasts  that  he  paid  only  $5  for 
the  chair;  it  was  not  exactly  a  bar- 
gain. He  does  not  have  a  ticker  in 
his  office;  that,  he  says,  "would 
cost  me  $300  or  $400 'a  month." 
Instead,  he  follows  the  ups  and 
downs  of  the  market  on  a  small 
television  set  on  his  desk. 

One  of  the  most  prominent  fur- 
nishings in  the  office  is  a  large 
dart  board;  of  that,  more  later. 

Tomaso,  who  is  35,  has  exactly 
one  employee,  24-year-old  William 
J.  Farris,  who  used  to  babysit  for 
him.  To  a  recent  visitor  who  re- 
marked, "What,  no  secretary?"  To- 
maso replied:  "I  can  type." 

Unlikely  though  it  may  seem, 
Donald  J.  Tomaso  Associates  han- 
dles some  of  the  biggest  stock  deals 
in  the  country.  Last  year  Tomaso 
and  Farris  served  as  the  middle- 
man in  trades  amounting  to  $300 
million.  If  he  were  a  regular  stock- 
broker, this  would  have  brought 
Tomaso  more  than  $5  million  in 
commissions  and  ranked  him  as  a 
good-sized  brokerage  firm.  One 
deal  involved  a  $60-million  block, 
a  deal  that  would  make  any  huge 
house  twitch  with  envy.  Tomaso 
doesn't  make  anything  like  $5  mil- 
lion a   year  from  these  deals,  be- 


cause part  of  his  appeal  to  cus- 
tomers is  that  he  saves  them  a 
good  deal  of  money.  However,  he 
does  not  do  badly. 

Tomaso  is  the  man  who  single- 
handedly  practically  runs  what 
stock  traders  call  the  Fourth  Mar- 
ket. "When  people  talk  about  the 
Fourth  Market,  they're  really  talk- 
ing about  me,"  he  says.  "In  a 
sense,  I  am  the  Fourth  Market." 

The  Fourth  Market  involves 
trades  directly  between  seller  and 
buyer  without  the  intervention  of 
a  brokerage  house  or  Third-Market 
salesman.  Such  trades  did  occur 
before  Tomaso  came  along.  One  in- 
stitution would  hear  that  another 
was  holding  a  block  of  stock  it 
would  like  to  have;  it  would  pick 
up  a  phone  and  offer  a  deal.  It  was 
a  completely  disorganized  system. 

What  Tomaso  did  was  figure 
out  a  way  to  organize  it  and  to  sell 
institutions  on  his  idea.  His  clients 
now  include  74  of  the  nation's  larg- 
est. He  charges  them  fees— not 
commissions— ranging  as  high  as 
$10,000  a  year. 

What  he  and  Farris  do,  essen- 
tially, is  get  buyer  and  seller  to- 
gether. Every  morning,  they  sit 
down  in  their  dingy  office  and  call 
all  74  of  the  clients,  asking:  "What 
do  you  want  to  buy?  What  would 
you  like  to  sell?"  Let's  say  a  client 
says  that  he'd  like  to  buy  a  block 
of  ABC.  He  doesn't  say  how  big, 
but,  by  agreement  with  Tomaso, 
he  means  10,000  shares  or  more. 

Tomaso  keeps  a  card  file  on  his 
desk.  He  checks  through  it  and 
discovers  that  another  client  once 
told  him   it  would  like  to  sell  its 


ABC  Corp.  He  calls  the  client  to 
ask,  "Are  you  still  a  seller?"  If  the 
man  says  yes,  he  gets  buyer  and 
seller  on  the  phone  at  the  same 
time    and    talks    to    both    at   once. 

When  the  deal  is  made,  nobody 
knows  about  it  except  the  buyer, 
the  seller  and  Tomaso,  who  uses 
.the  information  to  bring  his  card 
file  up  to  date.  No  one  else  will 
ever  know  about  it  until  the  insti- 
tutions release  the  required  quar- 
terly reports  on  their  portfolios. 

This  is  the  only  service  Donald 
J.  Tomaso  Associates  performs  for 
its  clients.  Says  Tomaso:  "We  are 
not  salesmen.  We  have  no  research 
department.  We  don't  give  advice. 
We  don't  pretend  to  know  any- 
thing. I  think  we  should  be  the 
best-liked  people  in  the  securities 
business  because  we  never  disap- 
point them."  Obviously,  for  clients 
who  do  want  information  or  any 
other  services,  Tomaso  cannot  fill 
the  bill.  But  for  simple  deals  in- 
volving transfer  of  big  blocks,  he 
saves  clients  a  fortune. 

Tomaso's  fees  vary:  "An  eighth 
of  a  point,  a  quarter  of  a  point, 
10  cents  a  share."  He  figures  that, 
once  an  institution  has  traded  be- 
tween 40,000  and  60,000  shares 
through  him,  it  will  have  paid  him 
$10,000  in  fees.  After  that,  he 
doesn't  charge  for  further  services. 
Not  only  is  this  cheaper  than  Big 
Board  services,  it  undercuts  typi- 
cal Third-Market  charges  by  as 
much  as  30%  to  50%. 

About  that  dart  board:  Tomaso 
and  Farris  usually  finish  calling  the 
74  clients  by  11:15.  However,  they 
can't  leave  the  office.  Some  trader 
may  have  second  thoughts  and 
call  them.  Moreover,  if  the  market 
is  particularly  active,  they'll  make 


Tomaso  of  Tomaso  Associates 


aipther  round  of  calls.  Meanwhile, 
the\  play  darts  to  while  away  the 
hours  until  4. 

A  tall,  lean,  handsome  man  who 
sports  long  sideburns  and  a  mus- 
tache, Toniaso  developed  his 
unique  business  in  a  roundabout 
way.  At  Bradley  University  he  ma- 
jored in  economics.  His  idea  was 
to  get  a  master's  degree  and  a  job 
teaching  at  a  small  college.  Unfor- 
tunately (or,  perhaps,  fortunately), 
his  draft  board  had  other  ideas. 

While  he  was  in  the  .^rm).  his 
wife  Shirley,  then  a  schoolteacher. 
had  a  bab\.  When  she  became 
pregnant  again,  Tomaso  realized 
that  his  idea  of  going  to  graduate 
school  was  economicalK  mirealistic. 
Still  in  unifonn,  he  started  looking 
for  a  job.  "I  visited  several  big 
companies.  The\  d  show  me  the  of- 
fice where  I'd  work.  It  was  always 
the  same:  row  on  row  of  identical 
desks  with  the  phone  and  the  ash- 
tray and  the  pencils  arranged  just 
so.  And  sitting  behind  each  desk 
were  identically  dressed  men.  And  I 
told  myself.  This  isn't  for  me.' 

"My  brother  had  a  friend  at 
Smith,  Barney.  I  went  down  to 
ha\e  lunch  with  him.  The  place 
was  a  madhouse:  phones  jangling, 
men  in  shirtsleeves  shouting,  the 
place  was  wild.  I  told  m\  self,  'This 
is  the  kind  of  place  for  me.' " 

He  got  a  job  at  Hornblower, 
Weeks,  and  after  si.x  years  became 
institutional  department  manager. 
"This  was  before  block  discounts, " 
says  Tomaso.  "I  kept  losing  deals 
to  Third-Market  firms.  I  became 
curious  about  them. " 

After  studying  the  Third  Mar- 
ket, he  decided  that  it  had  some 
deficiencies:  among  them,  lack  of 
secrecy.  For  most  institutions  and 
on  most  deals,  this  was  not  im- 
portant, he  felt.  But  for  the  largest 
institutions,  which  had  great  blocks 
of  stock  to  sell,  this  could  be 
troublesome,  especially  if  the  stock 
was  not  an  active  one. 

"A  Third-Market  firm  will  put 
its  salesmen  to  work,"  Tomaso  says. 
"They'll  start  calling  around.  With- 
in five  minutes,  maybe  less,  all  the 
big  institutions  will  know  a  block 
has  been  put  on  the  market.  With- 
in two  hours,  everyone  in  the  coun- 
try will  know  it.  People  will  start 
thinking,  'This  is  a  huge  block  of  a 
stock  that's  hard  to  move.  Maybe 
I'll  short  it.'  Or  a  trader  might  say 
to  himself,  'I'll  wait  until  others 
push    the    price    down.'    Another 


trader  might  tell  a  salesman  that 
he'll  pick  up  the  last  20,000.  You 
can  lose  points  w  hen  that  happens. " 

Tomaso  decided  there  was  a 
place  for  a  firm  that  could  assure 
secrecy  to  large  institutions  with 
large  blocks  to  sell.  His  problem 
was:  How  could  this  be  done? 

With  the  help  of  his  wife,  who 
showed  great  business  sense  even 
though  she  had  never  been  in  busi- 
ness (she's  now  a  ino\ie  producer), 
he  figured  out  his  present  opera- 
tion. On  .\Ia\  31,  1967,  he  started 
Donald  J.  Tomaso  Associates. 

It  was  tough,  at  first,  to  .sell  the 
institutions  his  plan,  but  it  has  be- 
come steadily  easier.  "I  now  have 
e\er\  type  of  institution  as  a  cli- 
ent," says  Tomaso,  "except  a  mutu- 
al fund  that  is  owned  or  controlled 
by  a  brokerage  firm,  or  a  mutual 
fund  that  has  a  seat  on  any  ex- 
change. I  don't  want  to  say  they 
don't  use  me  because  they  don't 
want  to  save  their  shareholders 
money,  but  I  think  it's  strange  that 
I  seem  to  have  a  personality  con- 
flict only  with  them." 

To  other  institutions,  he  says, 
his  firm  has  a  twofold  appeal.  "I 
sa\e  them  money.  On  the  most  ex- 
pensive stocks,  the  commission  for 
the  seller  is  $57.50  per  100  shares 
and  it's  the  same  for  the  buyer. 
My  top  fee  is  $10,000  a  year  no 
matter  how  many  shares  you  trade 
at  what  price.  Even  more  impor- 
tant, I've  given  the  large  institu- 
tions a  new  form  of  liquidity. " 

He  doesn't  believe  he  will  ever 
have  competition.  "At  most,  there 
are  only  100  institutions  that  can 
use  the  Fourth  Market,  and  I've 
already  got  74  of  them,"  he  says. 
"That  doesn't  leave  much  room  for 
competition.  As  for  computers,  they 
can't  offer  secrecy.  Also,  they  lose 
all  personal  touch." 

He  says  his  business  is  now 
doubling  every  year  as  his  opera- 
tion gains  more  and  more  accept- 
ance. "And  I  don't  have  to  worry 
about  overhead.  It  amounts  to 
about  $28,000  a  year  now,  and 
increased  business  can't  raise  it 
much."  A  good  guess  at  his  gross 
earnings:  around  $350,000  a  year. 
That  wouldn't  keep  a  regular  bro- 
kerage firm  afloat,  but  for  Tomaso, 
it's  almost  all  gravy. 

He  hopes  to  retire  in  five  years 
on  his  profits  and  then  realize  his 
old  ambition:  to  teach  at  a  small 
college.  "That's  the  life,"  he  says, 
"if  you  can  aflFord  it."  ■ 


A  Battle  Creek  Bisolar®  sunlamp  will  keep  the  whole 
family  tanned  and  healthy-looking.  Best  sunlamp 
made  for  home  use;  has  3  bulbs(2  for  tanning,  1  for 
heat).  Tans  your  enti  re  body  at  once.  Ten-day  home 
trial  available.  Write  for  free  information. 


o 


BATTLE  CREEK  Equipment  Co. 

307  W.  Jackson  St.,  Battle  Creek,  Michigan  49016 


BATTLE  CREEK  Equipment  Co. 
Dept.  432,  307  W.  Jackson  St. 
Battle  Creek,  Michigan  49016 
Send  free  information  on  Bisolar  sunlamp. 

Name 


Address- 
City 


-State. 


-Zip- 


Consecutive  dividend 
payments  since  1937 

Panhandle 
Eastern 

Pipe  Line  Company 
Houston,  Texas 

Quarterly  Dividend 
400  per  Common  Share 

Payable  March  15, 1970 
Record  March  4,  1970 
Declared  January  28, 1970 

Cyril  J.  Smith 
Secretary 


KAMPGROUNDS  FRANCHISE 

A  moneymaker!  Largest  international  system  of 
franchised  campgrounds,  produces  exceptional 
earnings  from  modest  investment.  Strong  na- 
tional advertising,  proven  operating  methods. 
Over  300  campgrounds  now  operating,  another 
300-plus,  in  construction,  planning  stages.  In- 
quire now  while  top  franchise  locations  are  still 
available: 

KAMPCROUNDS  OF  AMERICA,  INC. 

P.  O.  Box  1138-F 

Billings,  Montana  59103 
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If  you  own  stocks,  you 
should  also  own  Moody's 
''Handbook  of  Common  Stocks" 


It  can  prove  to  be  worth 
many  times  its  moderate 
cost  for  its  help  in 
making  a  single 
purchase  or  sale. 


You'll  benefit  from  Moody's  Handbook  as  a  way  to  be 
able  to  check  somebody  else's  recommendation  of  a  stock 
to  buy  or  sell.  And  you'll  benefit  even  more  if  you're  the 
kind  of  investor  who  makes  up  his  own  mind  as  to  which 
stocks  to  buy  and  which  to  sell.  Its  1056  pages  are  filled 
with  up-to-date  figures  and  charts  to  help  you  judge 
whether  a  stock  is  a  good  investment  or  not.  And  the 
material  is  organized  so  you  can  make  each  judgment 
easily  and  quickly. 

Moody's  Handbook  covers  all  the  stocks  of  interest  to 
most  investors :  practically  every  stock  listed  on  the 
New  York  Stock  Exchange,  on  the  American  Exchange, 
plus  many  important  unlisted  stocks.  2169  stocks  in  all! 

The  Handbook  includes  plenty  of  significant  facts 
for  each  stock : 


Nature  of  Business 
Ticker  Symbol 
Revenues 
Working  Capital 
Senior  Capital 
Number  of  Shares 
Interim  Earnings 
Price-Earnings  Ratio 


Dividend  Payments 

Period 

Record  Date 

Payment  Date 

Last  Amount 
Average  Yield 
Price  Range  (Recent) 
Price  Range  (10  years) 


Years  Cash  Dividends  Consecutively  Paid 
Earnings  per  Share  for  Past  3  Years 
Dividends  per  Share  for  Past  3  Years 
Number  of  Institutions  Owning  Stock 
Number  of  Shares  Institutions  Own 

Even  more  data  is  given  for  1010  widely  held  stocks.  A 
full  page  is  devoted  to  each. 

The  Comment  at  the  top  of  each  page  defines  the  qual- 
ity of  the  stock  as  High  GraO' ,  InveHfment  Grade,  Me- 
dium Grade,  or  Specidative.  It  includes  Moody's  opinion 
of  what  the  stock  may  offer,  such  as  "better  than  average 
growth  possibilities."  And  highlights  unique  character- 
istics or  possible  di-awbacks,  such  as  "Profit  margins 
have  been  slipping  from  competitive  pressures  for  a 
decade." 

A  chart  makes  it  easy  for  you  to  see  how  the  stock's 
price  has  moved  in  relation  to : 

(1)  earnings  per  share 

(2)  dividends  per  share 

(3)  other  stocks  in  the  same  industry 

(4)  Moody's  Industrial  Average 

The  lines  and  figures  on  the  chart  cover  the  last  16  years 
if  the  company  has  i^een  in  existence  that  long. 

Results  of  Moody  .-.  riginal  investigations  of  the  com- 
pany are  succinctly  sl:  tod  in  three  sections  under  the 
headings  Background,  liecevt  Developments  and  y';v;.s-- 
pects. 


And  figures  are  given  for  each  of  the  past  eleven  years 
for  all  the  appropriate  categories  mentioned  above,  such 
as  Average  Yield,  Price-Earnings  Ratio,  etc.  plus :  Cash 
Flow  per  Share,  Operating  Profit  Margin,  Net  Income, 
and  Dividend  Payout  per  Share. 

Also  included  are  number  of  stockholders  in  the 
company,  the  names  of  principal  officers,  institutional 
holdings,  and  similar  information. 

And  to  make  sure  just  about  any  investor  can  make 
full  use  of  the  Handbook,  there's  a  section  that  defines 
terms,  tells  what  can  be  determined  from  the  statistical 
tables,  besides  explaining  factors  peculiar  to  certain  in- 
dustries (railroads,  airlines,  utilities,  investment  com- 
panies, and  insurance  companies). 

With  these  facts,  charts,  and  comments  on  hand,  isn't 
it  likely  you'll  avoid  many  of  the  mistakes  made  by  un- 
knowing investors?  If  you  look  up  any  of  the  fully 
covered  stocks  in  Moody's  Handbook,  you  won't,  for  ex- 
ample, do  this:  Buy  a  stock  thinking  it  comparatively 
safe  when  unbiased,  professional  investigation  shouts  it 
entails  considerable  risk. 

You  will  be  able  to  quickly  get  significant  facts  about 
2169  stocks.  You  will  be  able  to  analyze  1010  stocks  in 
any  of  several  ways.  You'll  find,  Moody's  believes,  that 
this  Handbook  can  prove  to  be  worth  many  times  its 
price  for  its  help  in  making  one  single  wise  purchase  or 
sale.  What  is  more,  the  $15  is  tax-deductible. 


28-70 


MOODY'S  INVESTORS  SERVICE,  INC. 

99  Church  Street,  New  York.  New  York  10007 

Please  send  me  Moody's  Handbook  of  Common  Stocks  con- 
taining vital  facts  on  2169  stocks. 

D  Bill  me  $15  plus  a  nominal  amount  tor  postage  and  hian- 
dling.  If  not  completely  satisfied,  I  will  return  ttie  book  within 
10  days  without  cost  or  obligation. 

D  I  want  to  save  postage  and  handling  cost.  Check  for  $15 
is  enclosed.  If  I  am  not  completely  satisfied,  I  will  return  the 
book  within  10  days,  and  Moody's  will  promptly  refund  $15 
to  me. 


Name  (printed) 


L. 


Address 


City 


State 


Zip  Code 
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The  Forbes  Index 


pf  National.  Bureau  olEconomc  Research 


Composed  of  the  following 
Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  lr)dex  ol  Indusfnal  Production) 

•  What  volume  ol  hard  goods  are  we  ordering'' 
(Dept.  ol  Commerce  latest  three  months  new 
orders  ol  durabiegoods  related  to  inventories  I 

•  How  intensively  are  we  building'  iDept    ol 


Commerce  private  nontarm  housing  starts) 
Consumption 

•  How  much  are  people  spending''  (Dept.  ol 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debf  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  ol  Commerce 


preliminary 

____ _^^_., DEC.    137.0- 

^ JAN.   .....,,. 136.9 

FEB 137.6 

:^       MAR 137.3 

APR 138.3 

MAY       , 138.7 

JUNE  . .. 139.4 

JULY 138.2 

AUG 137.5 

SEPT 137.1 

OCT 137.2 

NOV 136.3 

DEC 134.5  ■ 

JAN.  (prel.)      133.8 

service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much-  are  workers  earning?  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  ol  Labor  initial  unemployment  claims) 


MARKET  COMMENT 

By  L.  O.  Hooper 


A  Hard  Time  For  The  Bulls 


About  the  only  outstanding  incentive 
to  buy  stocks  avidly  right  now  is  that 
price  deflation  has  progressed  faster 
and  further  in  the  stock  market  than 
in  any  other  part  of  the  economy. 
Blue  chips  generally  are  priced  at 
about  15%  of  the  bull-market  highs, 
many  speculative  stocks  at  50%,  and 
not  a  few  former  get-rich  issues  at 
25%.  The  decline  has  been  going  on 
for  many  months;  and,  from  point  of 
time,  the  bear  market  is  threatened 
with  senility.  Yet  since  the  first  of  the 
year,  not  a  few  former  favorites  which 
bucked  the  trend  for  months  have 
been  really  falling  out  of  bed.  The 
direction  of  prices  in  January  was  em- 
phatically down;  and,  historically,  this 
is  a  bad  omen. 

Psychologically,  all  of  us  want  to  be 
bullish.  We  think  of  rising  stock  prices 
as  a  boon,  and  falling  prices  as  a  di- 
saster. All  the  way  down,  as  is  always 
the  case,  we  wistfully  have  hoped  for 
better  things  just  around  the  corner, 
that  each  new  low  might  be  the  bot- 
tom. Every  rally,  we  still  hope,  is  the 
"real  thing."  If  you  are  close  to  the 
market,  you  can  actually  feel  the  rise 
and  fall  of  hope  created  by  each  abor- 

Mr.  Hooper  Is  associated  with  the  New  York  Stock 
Exchange  firm  of  W.E.  Hutton  &  Co. 


tive  rally  and  feel  it  evaporate  with 
each  new  attack  on  values.  We  grasp 
for  straws  to  heal  our  wounded  bull- 
ish prejudices.  (I'm  afraid  this  writer 
has  been  subject  to  the  contagion.) 

As  this  is  written  (DJI  around  750), 
it  would  seem  time  to  look  for  some 
kind  of  a  technical  rally— perhaps  a 
fairly  vigorous  one.  But,  essentially,  if 
one  will  permit  himself  to  indulge  in 
cold-blooded  realism  with  bullish  prej- 
udices neutralized,  it  must  be  admit- 
ted that  negative  influences  predom- 
inate and  positive  factors  are  weak  or 
of  delayed  import. 

There's  no  need  to  state  the  nega- 
tive case.  That  is  all  too  clear.  There's 
a  shortage  of  liquid  capital,  economic 
growth  has  been  impaired  by  Wash- 
ington's disinflationary  policies,  earn- 
ings are  dropping,  dividend  cuts  and 
omissions  are  on  the  increase.  And  the 
old  specialist  system  on  our  stock  ex- 
changes has  been  proved  utterly  un- 
able to  maintain  "an  orderly  market" 
when  mutual  funds  suddenly  decide 
to  buy  or  sell  huge  blocks  of  an  in- 
•dividual  issue,  and  to  do  it  quickly 
"before  the  other  fellow  does." 

The  Administration's  disinflationary 
policies  have  hurt  business  and  earn- 
ings, thus  far  without  more  than  slow- 


ing down  price  inflation;  and  it  looks 
as  if  we  must  accept  more  of  the 
same  (and  even  perhaps  selective 
wage  and  price  controls)  before  prices 
give.  Indeed,  the  economy  managers 
may  be  faced  with  the  unpleasant 
choice  of  either  reversing  policy  and 
concealing  defeat,  or  forcing  the  econ- 
omy into  a  depression  rather  than 
just  a  recession,  which  is  already  here. 

More  than  anything  else,  this  bear 
market,  and  the  recession  in  business, 
has  been  caused  by  making  money 
scarce  and  expensive.  So  the  most  ob- 
vious thing  for  the  public  to  look  for 
as  a  sign  of  change  is  available  and 
cheaper  money.  That's  why  we  watch 
every  suggestion  that  Washington  and 
the  Federal  Reserve  may  be  changing 
policy.  We  reason  that  tight  money 
got  us  into  this  mess,  that  cheap  and 
abundant  money  will  get  us  out  of  it. 

Now  I  recognize  that  money  could 
be  eased  a  little  and  made  a  little 
more  available;  but  I  am  sure  that 
relatively  scarce  money  and  historical- 
ly high  interest  rates  will  be  with  us 
for  a  long  time.  The  liquidity  of  our 
corporations  has  been  seriously  im- 
paired; most  of  them  need  money, 
and  a  lot  of  it.  There  is  still  a  tre- 
mendous demand  for  money  from  the 
states  and  municipalities.  The  "cal- 
endar" of  new  financing  for  the  next 
six  months  is  staggering.  About  all  I 
can  see  is  the  possibility  that  money 
can  be  made  just  a  little  less  expen- 
sive. I  don't  think  we  are  going  back 
even  to  7%  first-mortgage  bonds,  or 
even  to  a  7%  effective  prime  rate.  The 
supply-demand  equation  in  the  money 
markets  won't  permit  it.  Cheap  and 
abundant  money  simply  is  not  "in  the 
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Growth  Stock  Surge 

Mnny  growlh  slocks  have  forged  nhead  stead- 
ily higher  since  July  1969.  Will  Ihis  amazing 
strength  continue?  Will  this  high-powered  seg- 
ment counter  a  drab  lone  in  the  over-all  market 
HI  the  months  ahead?  WE  BELIEVE  IT  WILL. 
Our  latest  rejjorts  identify  several  established 
leaders  from  the  growth  area  which  are  recom- 
mended for  purchase  now. 

Simply  send  Sl.OO.  You'll  immediately  re- 
ceive IR's  specific  recommendations  for  both 
speculative  and  investment  accounts  .  .  .  plus 
...  a  5-week  subscription  to  IR's  complete 
Senior  Service. 

Each  issue  includes  our  copyrighted  Pri- 
mary Trend  Index,  Weekly  Analysis  of  over 
GOO  stocks,  and  20  Leading  Market  Indices  — 
plus  our  bonus  guide  "A  Positive  Investment 
Program".  All  for  the  reduced  get-acquainled- 
price  of  only  $1.  Mail  coupon  today! 


A  Investors  Research  Reports 
Dept.       F9       ,  924  Laguna  St. 
Santa  Barbara,  Calif.  93102 
Please  mail  my  bonus  guide  and  trial  subscrip- 
tion. I  enclose  $1.00. 


ITdis  offer  «ooif  (o  firsf-limc  siiltscnhcrs  onty) 
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I  WARRANTS | 

g  move  faster  and  further  than  any  other  type  of  h 

1  security— both  up  and  down.  Thus,  in  previous  = 

g  years,   General  Tire  &   Rubber  Warrants  moved  § 

=  from  4V2  to  206  and  United  Air  Lines  Warrants  g 

=  from   4'^    to    126   amid   a    host   of   similar   ex-  h 

g  amples,   while  a   Martin-Marietta  Warrant  skid-  g 

g  ded  from  46%   to   li%   with   plenty  of  down-  g 

g  side  company.  Since  th«  outstanding  leverage  g 

1  of  Warrants  is  indisputable,  and  since  the  num-  g 

1  ber  of  actively-trading  Warrants  Is  growing  rap-  g 

g  idly— 170  currently  that  you  should  know  about  = 

=  —with   more  top-flight   companies   Issuing  War-  = 

I  rants;  AMK,  Gulf  &  Western,  Ling-Temco,  Loew's  1 

=  etc.— you  should  know  what  Warrants  are,  which  g 

g  Warrants  trade  in  today's  market,  and  the  basic  g 

g  rules  for  recognizing  opportunities   in  Warrants  g 

=  (and  dangers)  when  they  occur.  = 

I  The   R.H.M     Warrant   &   Stock  Survey  +  Stocks  g 

g  Under   10,    is  one  of   the   largest  and  most  re-  g 

g  spected    investment   services    covering    the    War-  = 

g  rani  field,   with  more  than  two  decades  of  ser-  = 

g  vice  to  investors  under  the  editorship  of  Sidney  g 

g  Fried,  a  name  associated  with  the  Warrants  field  g 

g  in   every  financial   center  of  the  western  world,  g 

g  Let  us  tell  you  how  our  service  approaches  devel-  g 

g  oping  opportunities  in  Warrants,   in  the  general  g 

g  stock  market,  and  in  "Stocks  Under  10  '.  There  g 

1  is  no  obligation,   and  there  is  no  cost  for  this  = 

g  valuable  information,  yet  it  could  mean  a  great  g 

=  deal   to   you    In   the  active   markets  ahead.    For  1 

I  your  free  copy,   send   today  to  Warrants,    Dept.  1 

H  F-419.    R.H.M.    Associates,    220    Fifth   Avenue,  = 

I  New  York.  N.Y.,  10001.  | 
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wood"  as  a  major  positive  factor  in 
the  stock  market.  Gestures  may  help 
to  rally  an  oversold  stock  market,  but 
they  can't  carry  far  enough  to  be 
stimulative  of  a  major  bull  market.      '" 

The  second  positive  factor  is  more 
promising  but  still  relatively  distant. 
The  Administration  is  making  an  effort 
to  channel  more  of  the  economy's  pro- 
ductive capacity  (more  of  the  labor 
force)  into  production  for  use  and 
away  from  production  for  destruc- 
tion, rust  and  obsolescence  (the  mili- 
tary). This  can  be  accomplished  by 
ending  the  war  in  Vietnam,  by  cutting 
back  military  obligations  abroad,  by 
perhaps  improving  relations  with  the 
Soviet  and  by  ending  the  dictatorship 
of  the  Pentagon.  To  accompHsh  this, 
of  course,  Washington  needs  loads  of 
luck  as  well  as  lots  of  pluck.  Less 
guns  mean  more  butter;  and  it  was 
butter  plus  guns  that  caused  the  too- 
rapid  rate  of  inflation. 

The  third  needed  positive  factor  is 
a  resumption  of  "growth."  Perhaps 
growth  can  proceed,  although  at  a 
slower  rate,  even  if  money  remains 
scarce  and  historically  high  in  price. 
Certainly  growth  can  be  stimulated 
by  shifting  productive  effort  to  pro- 
duction for  use  rather  than  using  so 
much  of  it  in  production  for  destruc- 
tion. It  is  entirely  possible,  too,  that 
technological  progress  can  continue 
without  spending  as  much  on  military 
and  quasi-military  research.  There  is 
much  technological  growth  which  has 
yet  to  be  profitably  assimilated. 

Cloudy  Crystal  Bail 

The  fourth  positive  factor  may  be 
the  effort  to  improve  the  quality  of 
life  in  America.  We  must  not  only  ar- 
rest pollution  of  the  air  and  the  water, 
but  also  conquer  the  problem  of  more 
and  better  housing,  ease  all  types  of 
transportation  congestion  and  master 
the  problem  of  the  inner  cities.  One  of 
the  difficulties  here,  of  course,  is  the 
availability  of  money  in  a  capital- 
deficit  economy.  These  things  are  also 
slow  in  getting  started,  and  some  of 
them  are  hardly  creative  of  large  cor- 
porate profits.  Furthermore,  I  fear, 
they  inevitably  mean  a  further  trend 
toward  big  government. 

As  I  try  to  think  these  things 
through,  I  am  more  and  more  im- 
pressed with  the  vast  changes  that 
are  beginning  to  occur  in  the  econo- 
my. We  are  facing  new  trends  and 
new  areas  of  emphasis.  These  things 
not  only  are  influences  to  be  felt  in 
the  economy  and  in  the  social  struc- 
ture, but  they  also  are  sure  to  influ- 
ence the  nature  of  the  business  of 
most  corporations.  The  phenomena  of 
the  1970s  inevitably  will  be  vastly 
different  from  the  phenomena  of  the 
1960s.    We   are   still    looking   at   the 


coming  events  of  the  1970s  through 
a  glass  darkly,  not  clearly. 

All  this  means  that  the  stock  market 
of  the  1970s  will  be  pretty  much  a 
new  ball  game.  For  a  time,  however, 
there  will  be  an  inchnation  to  assume 
diat  at  the  end  of  this  bear  market 
we  are  just  going  back  to  the  same 
conditions  that  prevailed  before  the 
bear  market  began.  The  momentum 
of  past  thinking  will  lead  many  in- 
vestors down  a  primrose  path  to  a  bed 
•of  nettles.  I'm  afraid  to  be  too  as- 
sertive now  in  outlining  the  selectivity 
of  the  1970s  because  I  think  it  is 
bound  to  be  so  different;  and  I  suspect 
that  many  of  the  young  men  who 
were  so  successful  (for  a  time)  in  the 
1960s  just  won't  fit  in  the  new  era. 

In  talking  with,  listening  to,  and 
reading  the  writings  of  the  perform- 
ance cult,  it  seems  to  me  that  its  mem- 
bers still  are  exploiting  many  tired 
old  ideas,  or  are  frustrated  by  a  lack 
of  new  ones.  This,  no  doubt,  is  be- 
cause the  new  ideas  have  not  yet 
jelled  and  will  not  come  to  light 
quickly.  Because  the  performance 
cult,  in  spite  of  its  failure  to  perform, 
still  has  much  money  to  work  with, 
its  thinking  easily  may  be  a  big  transi- 
tory price  influence. 

The  performance  cult's  ideas,  how- 
ever, have  recently  been  more  of  a 
negative  than  a  positive  influence  in 
the  stock  market.  They  are  constantly 
finding  old  favorites  that  they  want 
to  sell— and  to  sell  in  a  hurry.  The  re- 
sults of  their  disenchantment  have 
been  seen  in  stocks  like  University 
Computing  (pretty  sudden  change 
here),  in  Control  Data,  in  Litton,  in 
some  of  the  mobile  homes  issues,  in 
Purex,  in  Time  Inc.  and  in  many 
others.  Of  course,  the  disenchantment 
with  the  conglomerates  continues. 

It  may  be  that  the  surest  things  to 
like  right  now  are  the  blue  chips, 
which  are  a  blanket  investment  in 
America  regardless  of  the  details  of 
the  country's  development.  Of  these, 
perhaps  the  oils  are  the  most  repre- 
sentative. Petroleum  is  not  going  out 
of  style,  at  least  over  the  near  future, 
and  the  oil  shares  now  are  down 
where  representative  ones  are  selling 
at  8  to  12  times  earnings,  while  af- 
fording a  decent  dividend  return. 

According  to  estimates  I  have  re-( 
ceived  from  oil  analysts  I  regard  as! 
competent,     Cities     Service     earning] 
$4.25  a  share,  Continental  Oil  earn- 
ing $2.90  a  share.  Mobile  Oil  earningl 
$4.60,    Occidental  earning   $4,   Shell 
Oil  earning   $4.40,    Standard   Oil  of 
California  earning  $5.80,  Standard  Oil 
of   Indiana   earning   $4.85,    Standard 
Oil  of  New  Jersey  earning   $6,   SiiWj 
Oil  earning  $4.50  and  Texaco  earning 
$3   are  all  selling  for   less   than   tei 
times  1970  prospective  earnings.  ■ 
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Are  You  Locked  In  by  a  Paper  Loss? 

Declines  raise  puzzling  choices:  Hold  and  wait  for  rebound? 
Seek  better  possibilities  elsewtiere?  Or,  perhaps,  buy  more? 


On^  of  the  most  difficult  decisions  for 
an  investor  to  make  is  when  to  sell, 
especially  if  an  expected  gain  has 
turned  into  a  "paper  loss. " 

Tough  decisions  requiring  hard  facts 
.  .  .  facts  carefully  and  objectively 
selected  . .  .  facts  that  will  enable  you  to 
act  in  ways  most  likely  to  meet  your  in- 
vestment objectives. 

This  is  where  The  Value  Line  Invest-' 
ment  Survey  can  help  you. 

1400  Shocks  Rated  Each  Week 

Every  week  Value  Line  —  alone 
among  investment  advisory  services— 
systematically  and  objectively  ranks 
each  of  1400  common  stocks,  relative  to 
all  the  others,  into  one  of  the  five  groups 
on  four  counts: 

1.  The  stock's  probable  market  per- 
formance in  the  next  12  months. 

2.  Its  nnoreciation  potential  3  to  5 
years  hence. 

3.  Its  estimated  income  (yield)  in 
the  next  12  months. 

4.  Its  quahty  (i.e.,  its  probable  de- 
pendability over  the  very  long  term 
—beyond  5  years). 

Each  stock  is  rated  from  I  ( Highest) 
to  V  (Lowest)  for  12-month  perform- 
ance, 3-5  year  potential  and  yield.  Each 
stock  is  graded  from  A  +  to  C  —  for 
quality.  The  1400  stocks  include  nearly 
all  of  the  common  stocks  traded  on  the 
Ne%v  York  Stock  Exchange  plus  about 
300  on  the  American  Exchange  and 
Over-The-Counter. 

In  ranking  the  1400  stocks  for  Prob- 
able Performance  in  the  Next  12 
Months,  for  example,  the  top-ranking 
100  are  classified  as  Group  I  (Highest ) , 
the  next  300  are  classified  as  Group  II 
(Above  Average),  the  next  600  are 
Group  III  (Average),  the  next  300  are 
Croup  IV  (Below  Average),  and  the 
final  100  are  given  the  Group  V  (Low- 
est) rating. 

Not  every  stock  will  always  perform 
in  accordance  with  its  Value  Line  rat- 
ings, but  such  a  large  majority  have  in 
the  past,  for  reasons  that  are  logical, 
that  it  can  be  said  the  probabihties  will 
lie  strongly  on  the  side  of  the  investor 
who  consults  the  latest  ratings  before 
buying,  selling,  or— equally  important 
—holding  any  stock. 

Value  Line  publishes  full-page  re- 
ports on  each  stock  every  three  months. 
Supplementary  reports  are  issued  be- 


tween quarterly  reports  if  evidence  re- 
quires it.  You  are  never  left  "up  in  the 
air"  as  to  Value  Line's  current  appraisal 
of  a  particular  stock— either  in  relation 
to  all  other  stocks  covered  in  the  Survey 
or  in  relation  to  your  personal  require- 
ments. 

With  the  latest  full-page  report  and 
analysis  of  a  particular  stock  at  hand, 
plus  any  interim  report  published  in 
The  Value  Line  Investment  Survey  be- 
tween full-page  reports,  plus  the  cur- 
rent weekly  ratings,  the  investor  is  in  a 
position  to  come  to  a  decision  about  his 
investment  portfolio. 

Value  Line  puts  you  in  a  position  to 
select  from  the  broad  field  of  values 
quickly,  rationally,  dispassionately, 
those  particxdar  stocks  which  at  the 
time  best  fit  your  personal  investment 
goals. 

You  may  decide,  for  example,  to  re- 
tain a  high-ranked  stock  (Group  I  or 
II)  because  it  appears  likely  to  perform 
better  than  stocks  in  the  other  three 
groups.  Or  you  may  decide  to  take  your 
loss  with  a  low-ranked  stock  (Group  IV 
or  V)  and  switch  into  a  high-ranked 
stock  whose  prospects— and  probabili- 
ties—are likely  to  be  better. 

Whatever  you  do,  you  know  you  can 
look  to  Value  Line  research  and  evalu- 
ations to  help  you  overcome  that 
"locked  in"  feeling. 

Subscription  Terms— 4-Week  Trial  Offer 

The  fee  for  52  weeks  of  Value  Line 
service  Is  $167.  You  may  want  to  try 
Value  Line  for  a  shorter  term  of  3 
months  ( 13  issues)  for  $44,  or,  for  new 
readers  only,  a  4-week  trial  subscrip- 
tion for  $5.  Each  weekly  edition  con- 
sists of  the  120-page  Ratings  &  Reports 
section  containing  full-page  reports  on 
about  100  or  more  common  stocks  and 
analyses  of  their  industry  groups  .  .  . 
plus  the  24-page  Weekly  Summary  of 
Advices  &  Index  highlighting  the  new- 
est ratings  on  all  1400  stocks  .  .  .  plus 
the  8-page  Selection  &  Opinion  edi- 
torial section  featuring  Value  Line's 
Especially  Recommended  Stock  of  the 
Week  (or  one  Special  Situation  of  the 
Month)  in  addition  to  Value  Line's  an- 
alyses and  forecasts  of  the  national 
economy  and  the  stock  market  in  gen- 
eral and  articles  and  features  on  timely 
investment  topics  .  .  .  plus  the  monthly 
Special  Report  on  insider  transactions 
and  the  quarterly  Special  Report  on  In- 
vestment Company  Transactions  issued 
during  the  term  of  your  subscription. 


BONUS.  With  the  annual  or  the  3- 
month  subscription.  Value  Line  will 
ship  to  you  immediately  the  1800-page 
2-volume  Investors  Reference  Library. 
It  will  provide  you  with  the  newest  full- 
page  reports  on  all  1400  stocks  and  all 
the  Selection  &  Opinion  sections  pub- 
lished in  the  quarterly  period  prior  to 
your  subscription. 

Our  No-Risk  Policy 

The  coupon  below  lets  you  choose 
the  term  you  want.  Whichever  term 
you  specify,  you  risk  no  money.  All  new 
subscriptions  to  Value  Line  are  pro- 
tected by  our  money-back  guarantee. 
If,  for  any  reason,  Value  Line  should 
fail  to  meet  your  expectations,  return 
the  material  within  30  days  and  your 
money  will  be  refunded  in  full. 


In  fairness  to  regular  subscribers,  who  pay  $167  a  year 
for  The  Value  Line  Investment  Survey,  we  cannot  make 
the  $.5  trial  subscription  available  to  those  who  have  had 
such  a  4-weelc  subscription  within  the  past  six   months. 


n 


FOUR-WEEK  TRIAL — $5 

(4  EDITIONS) 


Send  me  a  4-week  introductory  subscription  to  the 
full  service  for  85.  I  enclose  payment. 


(52  EDITIONS) 


I       I  ONE  YEAR — 8167 


MO^TH  TRIAL — S44 

3  EDITIONS) 


Send  me  the  complete  service  for  the  term  checked 
plus— as  a  bonus— the  2volume  Investors  Refer- 
ence Library  consisting  of  Value  Line  eections 
published  during  the  13  weeks  preceding  start  of 
this  subscription. 

□  Payment  enclosed       Q  Bill  me 


Name  (please  print) 


Address 


-AA16-53 


City 


State 


Zip 


Signature 

If  dissatisfied  lor  any  reason,  I  have  up  to  30  days 
to  r'.:turn  the  material  for  a  full  refund  under  your 
money-back  guarantee. 

(Subscription  fees  are  deductible  for  income  tax 
purposes.  N.Y.C.  residents,  please  add  6%  sales 
lax  ;  other  N.Y.  State  residents,  add  applicable  tax.) 

(No  assignment  of  this  agreement  will  be  made 
without  subscriber's  consent.) 


AS^ 


THE  VAIUE  IINE 
INVESTMENT  SURVEY 

Published  by 

Arnold  Bernhard  &  Co.,  Inc. 

5  East  44th  Street 

New  York,  NY.  10017 
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STOCK  ANALYSIS 

By  Heinz  H.  Biel 


Is  It  Really  That  Bad? 


Last  month  the  Dow- Jones  industrial 
stock  average  fell  to  the  lowest  level 
in  over  six  years,  which  was  about  the 
time  of  the  assassination  of  President 
Kennedy.  It  can  be  argued  that  the 
DJI  is  no  longer  representative,  that 
many  stocks  have  not  declined  any- 
where near  that  much  and  some  not 
at  all.  This  is  true,  but  it  is  also  be- 
side the  point.  The  billions  of  shares 
of  the  30  companies  included  in  this 
index  are  held  by  millions  of  investors, 
individual  and  institutional,  and  they 
have  suffered  a  grievous  shrinkage  in 
the  value  of  their  stockholdings.  Fur- 
thermore, the  truly  representative 
utility  and  railroad  stock  indices  are 
also  at  their  lowest  levels  in  six  or 
seven  years. 

In  order  fully  to  appreciate  the 
magnitude  of  the  loss,  one  has  further 
to  keep  in  mind  what  happened  to  the 
value  of  the  dollar  in  the  meantime. 
In  terms  of  so-called  constant  dollars, 
i.e.,  adjusting  for  the  large  increase  in 
the  cost  of  living,  the  DJI  should  be 
reduced  by  at  least  another  100 
points.  Here  are  examples  of  how 
poorly  investors  have  fared  in  three  of 
the  most  widely  held  companies. 

Disappointing  Performance 

American  Tel.  &  Tel.  (550  million 
shares),  the  world's  most  popular 
stock,  hasn't  sold  below  50  (adjusted) 
since  1960  when  it  earned  $2.72  a 
share  and  the  dividend  was  $1.65. 
Last  year's  earnings  were  $4  and  the 
present  dividend  rate  is  $2.60,  in- 
creases of  47%  and  58%,  respectively. 

General  Motors  (288  million 
shares),  the  world's  greatest  manufac- 
turing giant,  has  made  no  lasting  prog- 
ress whatsoever.  Its  1969  earnings  of 
$5.95  a  share  were  only  slightly  higher 
than  the  $5.55  of  1963,  but  well  below 
the  1965  peak  of  $7.41.  Investors 
should  and  will  remember  this  fact, 
and  while  GM  undoubtedly  will  re- 
cover from  its  present  depressed  price, 
the  lowest  since  1963,  the  stock  is  not 
likely  to  sell  at  even  a  moderately  high 
price/earnings  ratio  for  a  long  time 
to  come. 

Standard  Oil  of  New  Jersey  (215 
million  shi  es)  is  at  an  eight- year  low. 
Since  1902  the  dividend  rate  has  in- 
creased by  50%,  while  earnings  have 

Mr.  Bi«l  is  i  partner  in  fh»  N«w  York  Steele  Exchange 
firm  of  Emanuel,  Oeetjen  &  Co. 


risen  at  a  moderate  but  uneven  pace. 

These  three  companies,  even  now 
worth  close  to  $60  billion,  represent  a 
good  part  of  the  wealth  of  the  millions 
of  people  who  own  common  stocks.. 
These  stocks  may  not  be  representa- 
tive of  the  American  market  as  a 
whole,  but  their  performance  does  re- 
flect fairly  closely  the  experience  of 
the  average,  conservative  investor. 

This  applies  even  more  if  utility 
stocks  are  included.  This  industry  has 
been  disappointing  at  best,  a  disaster 
area  at  worst.  A  popular  growth  util- 
ity, like  Florida  Poiver  &  Light,  sold  in 
the  upper  80s  in  the  early  1960s. 
Earnings  and  dividends  have  risen, 
perhaps  a  bit  more  slowly  than  had 
been  expected,  but  the  stock,  although 
a  comparatively  good  performer,  now 
sells  20  points  lower  than  it  did  in 
1961.  Con  Edison  of  N.Y.,  plagued  by 
seemingly  insurmountable  problems,  is 
down  nearly  50%  from  its  stock-price 
peak— a  disaster. 

The  biggest  companies  aren't  neces- 
sarily the  best  investments.  On  the 
contrary,  our  laws,  especially  as  now 
interpreted  by  the  FTC,  the  SEC  and 
the  Justice  Department,  tend  to  make 
life  difficult  for  any  company  merely 
because  it  is  big.  Growth  through  ac- 
quisition, even  if  it  involves  just  pro- 
cesses, talent  and  people,  has  become 
all  but  impossible  for  them. 

Judging  by  the  depressed  level  of 
the  Dow- Jones  blue  chips,  not  to  men- 
tion the  hundreds  of  secondary  stocks 
that  seem  to  have  no  friends  at  all, 
one  might  be  led  to  conclude  that 
this  country  is  in  for  a  very  tough 
time.  Is  it  really  that  bad?  Most  econ- 
omists don't  think  so.  The  one  promi- 
nent exception  is  Dr.  Milton  Friedman, 
a  most  outspoken  political  economist 
as  well  as  an  unorthodox  monetary 
theoretician.  He  predicts  a  rather 
severe  recession,  unless.  ...  I  suspect 
there  is  a  serious  purpose  behind  his 
hollering.  He  wants  to  alert  his  col- 
leagues as  well  as  the  money  man- 
agers of  the  dangers  of  carrying  pres- 
ent restrictive  policies  too  far  for  too 
long.  His  warnings  have  not  fallen  on 
deaf  ears  within  the  Administration, 
and  Dr.  Arthur  Burns,  who  now 
heads  the  Federal  Reserve  is  Fried- 
man's friend  and  former  economics 
teacher  at  college. 

There  is  a  growing  consensus  that  it 


is  wiser  and,  in  the  long  run.  le.ss  in- 
flationary to  ease  restraints  now  than 
to  let  the  economy  slip  into  a  sdvere 
contraction  with  large  unemployment. 
When  that  point  is  reached,  we  can 
be  sure,  everyone  will  panic  with  fear 
that  the  recession  will  uncontrollably 
snowball  into  a  depression,  and  they 
will  administer  heavy  doses  of  stimu- 
lants which  would  be  far  more  infla- 
tionary. We  saw  this  happen  just 
•  about  12  years  ago. 

It  would  be  risky  to  become  pre- 
maturely optimistic  on  the  business 
outlook.  Even  if  the  Fed  should  light- 
en the  pressure  on  the  credit  brake, 
the  effect  on  the  economy  will  be 
slow.  Corporate  profits,  at  least 
through  the  first  half  of  1970,  will 
compare  most  unfavorably  with  the 
same  period  of  last  year  and  be  worse 
than  had  been  expected  only  a  few 
months  ago.  Cyclical  and  labor-inten- 
sive industries  will  make  an  especially 
poor  showing. 

As  far  as  Wall  Street  is  concerned, 
this  prospect  is  not  "news."  The  finan- 
cial community's  apprehension  is 
clearly  reflected  in  the  three  examples 
cited  above  and  in  the  low  level  of 
all  stock  indices.  One  should  remem- 
ber, however,  that  the  market  usually 
anticipates  a  turn  many  months  be- 
fore the  improvement  becomes  visible 
in  published  statistics  and  corporate 
interim  earnings  reports.  All  that  is 
needed  is  an  inkling  that  a  change 
for  the  better  is  in  the  making. 

Utilities  in  Growth  Areas 

It  is  pointed  out  by  some  observers 
that  we  cannot  expect  a  significant  de- 
cline in  interest  rates  even  if  the  Fed 
should  inaugurate  a  less  restrictive 
policy,  because  of  the  huge  financing 
needs  of  our  states  and  municipalities 
as  well  as  corporate  capital  require- 
ments. This  is  factually  true,  but  it 
covers  only  the  demand  side  of  the 
equation.  The  supply  side  should  not 
be  ignored,  and  it  will  improve  if  the 
potential  lenders  have  reason  to  be- 
lieve that  the  rate  of  inflation  is  be- 
ginning to  decelerate  and  that,  there- 
fore, interest  rates  are  more  likely  to 
decline  than  to  rise  further. 

I  believe  that  we  are  at  or  very 
close  to  that  point.  While  the  pos- 
sibility of  a  dramatic  selling  climax 
cannot  be  ruled  out,  it  seems  too  late 
to  seek  cover  in  the  storm  cellar.  For 
those  who  are  greatly  underinvested, 
but  lack  the  nerve  to  buy  industrials, 
I  suggest  the  giadual  accumulation  of 
good  utilities,  especially  those  which 
operate  in  growth  areas.  I  would 
avoid  those  serving  the  big  cities. 
Among  the  utilities,  and  there  are] 
scores  of  attractive  ones,  I  favor  Amer- 
ican Electric  Power,  Florida  Power, 
Southern  Co.  and  Texas  Utilities.  ■ 
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United  invites  you  to  send  for 

6  new  Research  Reports  covering 
the  profits  and  risks  in  our 

SPECULATOR'S  PACKAGE 

Flus  a  4-issue  Guest  Subscription  to  United  Reports 
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TECHNICIAN'S  PERSPECTIVE 

ByJohnW.Schulz 


Midwinter  Problems 


Cause-and-effect  relationships  in 
the  stock  market  are  always  difficult  to 
pin  down.  But  it  seems  fairly  clear  that 
the  January-February  price  decline 
was  touched  off  mainly  by  mounting 
concern  over  the  possibility  that  the 
"standard  forecast"— a  Hat-to-slightly 
declining  economy  in  the  year's  first 
half,  followed  by  a  modest  recovery 
during  the  second  half— might  be  over- 
ly optimistic. 

Against  this  liackground.  President 
Nixon's  Economic  Message  to  Con- 
gress early  last  month  struck  me  as 
most  meaningful  for  the  investor  be- 
cause 1)  it  outlines  a  program  that  is 
practically  identical  with  the  standard 
forecast,  and  2 )  it  relies  almost  entirely 
on  the  Federal  Reserve  Board  to  en- 
sure its  success  by  moving  to  a  less  re- 
strictive monetary  policy  in  the  very 
near  future. 

Although  it  is  probably  unrealistic 
to  expect  the  Fed  to  send  out  loud  and 
clear  easier-money  signals  (see  this 
column,  Feb.  15),  I  think  one  can 
feel  pretty  confident  that  the  Board 
will  not  want  to  be  blamed  for  ob- 
structing the  Administration's  pledge 
to  avoid  a  severe  and  prolonged  re- 
cession and  to  promote  a  business  re- 
covery in  the  second  half  and  into 
the  following  year. 

Or  to  put  it  differently,  if  the  Fed 
can  be  expected  to  cooperate  at  least 
tacitly  with  President  Nixon,  the  stand- 
ard forecast  should  have  a  better-than- 
average  chance  of  working  out,  in 
which  case  the  chief  motivation  ap- 
parently underlying  the  January-Feb- 
ruary stock-market  setback  was  un- 
warranted. 

From  this  xiewpoint,  the  general 
market  situation  reminded  me  vividly 
of  September-October  1966,  when 
stock  prices  fell  sharply  in  a  final  bear- 
market  phase  at  precisely  the  time 
when  relief  from  another  credit 
squeeze  was  coming  into  sight.  The 
parallel  was  heightened  by  the  col- 
lapse in  late  January  and  early  Feb- 
ruary of  a  good  many  stocks  that  until 
then  had  largely  resisted  the  general 
bear  market  and  had  been  generally 
selling  at  far  above  average  price/ 
earnings  ratios. 

In  the  1966  period  a  similar  col- 
lapse in  the  "highflyers"  produced  a 

Mr.  Schuiz  IS  a  partner  in  the  New  York  Stock  Ex- 
change firm  of  Abraham  &  Co. 


technical  juncture  that  set  the  stage 
for  a  reversal  of  the  bear  market  by  , 
bringing  the  last  holdouts  into  "gear"  ' 
with  the  battered  averages.  At  the 
same  time,  the  number  of  stocks  po.st-  '' 
ing  new  daily  or  weekly  lows  re- 
mained smaller  than  it  had  been 
earlier,  at  higher  average  price  levels, 
in  the  bear  market.  In  other  words, 
for  most  stocks  the  bear  market  was 
over  before  October  1966.  A  compar- 
able situation  seemed  to  exist  early 
last  month,  when  abrupt  20%-30i 
price  declines  in  some  conspicuous 
high-multiple  stocks  failed  to  set  off 
an  across-the-board  selling  panic  in 
the  stock  market. 

Of  Investment  Caliber 

Another  problem  related  to  tight 
money  that  troubled  investors  lastj 
month  was  the  apparently  insatiably 
demand  for  money  from  business. 
With  short-tenn  and  long-tenn  inter- 
est rates  still  grotesquely  high,  con 
tinning  high  capital  requirements' 
seemed  to  foreshadow  a  rising  tide  of 
new  stock  issues  that  could  put  a 
damper  on  a  general  stock-market  re- 
covery. A  similar  problem  arose  in  the 
wake  of  the  1966  credit  crunch.  Net 
new  stock  and  debt  issues  (after  re- 
tirements) rose  almost  100!?  and  502, 
respectively,  from  1966  to  1967.  Nev- 
ertheless, the  stock  market  succeeded 
in  staging  a  respectable  uptrend  dur- 
ing most  of  1967. 

True,  the  money  supply  was  then 
being  permitted  to  grow  at  an  extra- 
ordinarily high  rate  that  has  since 
been  se\erely  criticized  as  too  infla- 
tionary and  which  therefore  is  un- 
likely to  be  seen  this  year.  On  the 
other  hand,  an  urgent  need  for  more 
equity  and  loan  money  cannot  be  ig- 
nored in  a  Federal  Reserve  Board 
policy  that  presumably  will  be  de- 
signed to  iinplement  Mr.  Nixon's  fore- 
cast of  a  business  recovery  in  the  sec- 
ond half.  If  the  demand  for  money  is 
denied,  recovery  prospects  may  be 
jeopardized.  In  any  case,  the  bulk  of 
this  year's  probable  rise  in  new  stock 
issues  is  likely  to  be  of  investment 
caliber,  and  thus  should  find  a  ready 
home  with  investment  institutions, 
whose  collective  net  new  cash  inflow 
is  by  far  large  enough  to  absorb  any 
conceivable  addition  to  the  available] 
supply  of  stock.  ■ 
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OVERSEAS  COMMENTARY 

t  By  George  J.  Henry 

Eurodollars— What  Are  They? 


iusPECT  that,  both  as  a  result  of  m\- 
y-to-day  occupation  and  as  a  result 

receiving  letters  from  bewildered 
aders  of  Forbes,  I  come  across  more 
sconceptions  than  the  average  pro- 
»ional.  Some  of  these  misconcep- 
ns  are  funny,  some  are  pitiful,  some 
;rel\'  need  a  few  words  of  intelligent 
planation. 

Fewer  terms  suffer  from  greater  con- 
sion  on  the  part  of  the  general  pub- 

than  the  word  "Eurodollars."  I 
;quently  recei\e  letters  and  inciuiries 
)m  people  wishing  to  buy  Eurodol- 
s,  or  to  invest  in  Eurodollars,  with- 
t  an\  further  specification.  Xced- 
s  to  say,  this  is  not  possible. 
Eurodollars  are  almost  exactly  what 
tenn  implies— dollars  that  arc 
med  by  Europeans.  The  only  reason 

word  "almost"  is  necessary  is  that, 
lile  these  holdings  belong  almost 
clusively  to  Europeans,  it  is  possible 

the  temi  to  encompass  any  dollar 
lances  held  by  nonresidents  of  the 
S.  anyw  here  in  the  world. 
In  the  Fifties  and  early  Sixties  a 
eat  deal  of  American  money  went 
road  for  investing  in  overseas  enter- 
ises.  Much  of  this  monev  remained 
erseas,  held  by  nonresidents  of  the 
S.,  and  caused  an  iuifa\orable  bal- 
ce  in  our  trade  figures.  In  1963, 
len  the  unfavorable  balance  of  pay- 
ents  was  viewed  as  critical,  the  Gov- 
dinent  took  a  number  of  measures 
restrain  the  flow  of  funds  abroad: 
e  Interest  Equalization  Tax  and  di- 
ctives,  issued  to  banks  and  financial 
;titutions,  covering  short-term  lend- 
;s.  At  the  .same  time,  U.S.  con- 
ms  were  encouraged  to  finance  their 
erseas  expansion  as  much  as  possi- 
!  by  capital  obtained  from  over- 
s  markets.  Consequently,  major  U.S. 
rporations  issued  dollar  bonds  in 
irope  to  pa\  for  their  expansion 
lemes.  These  issues  amoimted  to 
llions  of  dollars  and  were  a  means 
mopping  up  some  of  the  surplus 
illar  balances.  They  became  long- 
nnn  investments  in  the  U.S.,  held  by 
feigners,  and  reduced  the  possibility 
a  short-term  drain  on  the  U.S.  for- 
go exchange  and  gold  reserves. 
While  these  bonds  are  issued,  as  a 
le,  by  the  overseas  subsidiary  of  the 
S.  corporation,  they  are  generally 
laranteed  by  the  parent  company 
id,  in  the  case  of  convertible  bonds, 


are  convertible  into  the  common  stock 
of  the  U.S.  corporation.  Companies 
with  Eurodollar  Ijond  issues  include 
Chrysler,  .\inerican  Cyanimid,  Phillips 
Petroleum,  U.S.  Rubber,  Eastman 
Kodak  and  Cieneral  Electric,  just  to 
mention  a  few  of  the  household  names. 
For  non-American  investors  many  of 
these  bonds  represent  an  interesting 
and  attractive  means  of  participating 
in  the  U.,S.  market.  Should  residents 
of  the  U.S.  wish  to  buy  an\'  of  these 
bonds,  the\  would  have  to  pay  the 
Interest  Equalization  Tax,  and  this,  of 
course,  is  generally  a  great  detraction. 
Eurodollar  balances  held  by  for- 
eign banks  change  hands  on  an  over- 
night or  short-term  basis,  very  much 
in  the  same  way  that  funds  pass  be- 
tween banks  in  our  domestic  market. 
Houe\er,  till  recently  and  during  the 
period  of  tight  money,  the  short-term 
Eurodollar  market  on  the  Continent 
was  a  means  for  U.S.  banks  with 
overseas  offices  to  obtain  badly  need- 
ed short-term  accommodation  by  pay- 
ing interest  rates  higher  than  were 
permitted  to  be  paid  in  the  U.S.  by 
Federal  Reserve  Bank  regulations. 
This  is  a  loophole  which  has  to  a  large 
extent  now  been  closed. 

They're  Not  For  Sale 

The  term  "Eurodollar"  and  the  rates 
obtainable  on  Eurodollar  transactions 
have  been  luid  are  frequently  used  in 
the  financial  press  without  any  com- 
prehensive explanation  of  exactly 
what  is  meant.  1  hope  that  this  article 
will  clear  up  any  confusion  the  gen- 
eral reader  may  have.  In  other  words, 
one  can  neither  buy  nor  invest  in 
Eurodollars  as  such.  Eurodollars  are 
not  a  strange  type  of  foreign  curren- 
cy. Nonresidents  can  invest  in  Euro- 
dollar bonds.  Residents  of  the  U.S. 
can  onl\  in\est  in  the.se  bonds  if  they 
are  prepared  to  pay  the  Interest 
Equalization  Tax.  As  far  as  taking  ad- 
vantage of  the  high  rates  of  interest 
available  in  European  markets  for 
short-term  loans  is  concerned,  this  is 
hardly  the  type  of  transaction  a  pri- 
vate individual,  even  one  with  well 
above-average  means,  can  participate 
in.  -The  amounts  involved  are  very 
large,  and  one  has  to  have  access  to 
the  complicated  machinery  by  which 
these  loans  are  made  in  order  to  reap 
the  full  benefits.  ■ 
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The  Board  of  Directors  on  January  15, 
1970  declared  a  quarterly  dividend 
of  37Vi  cents  per  share  payable 
March  1,  1970  to  shareholders  of 
record  February  16,1 970. 

HIRAM  S.  LIGGETT,  Jr. 
Treasurer 
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How  to  gain  the 

advantages  of 

investment 

management  for  a 

$5,000  to  $50,000 
portfolio 


If  you  have  saved  or  acquired  $5,000  to 
$50,000,  you  naturally  want  to  make  your 
capital  grow.  But  you  may  actually  be  losing 
ground  due  to  inflation  and  taxes. 

To  help  solve  this  problem,  clients  in  55 
countries  have  placed  their  accounts  under 
The  Danforth  Associates  Investment  Man- 
agement Plan,  a  unique  program  originally 
developed  by  a  Boston  family  to  manage 
its  own  common  stock  investments. 

As  in  any  investment  program,  losses  do 
and  will  occur.  However,  the  plan  thus  far 
has  proved  especially  efficient  in  providing 
continuing  capital  growth  supervision  for 
individual  portfolios  starting  with  from 
$5,000  to  $50,000  in  cash  or  securities. 

For  a  complimentary  copy  of  a  42-page 
report  describing  this  tested  plan  and  its 
complete  10-year  "performance  record," 
simply  write  Dept.  K-97. 

THE  Danforth  Associates 

Wellesley  hills,  Mass.,  u.s.a.  02181 

Investment  Management    .    Incorporated  1936 
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Contact  us,  without  obliga- 
tion, for  complete  informa- 
tion on  Mexican  investment 
opportunities.  Supervised 
accounts  offer  unusual  pos- 
sibilities for  capital  growth 
or  secure  monthly  income 
at   10.5%   net   and   higher. 
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l,oii)j  Term  Analysis  •  60-Day  Trial — $10 
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THE  MARKET  OUTLOOK 

By  Sidney  B.  Lurie 


Is  A   Turning  Point  Near? 


This,  it  seems  to  me,  is  a  good  time^ 
to  weigh  the  possibility  that  at  least 
two  of  the  beneath-the-surface  req- 
uisites for  an  ultimate  turn-in-the-mar- 
ket  tide  may  now  be  developing.  One 
rests  in  the  historical  fact  that  stock 
prices  were  higher  at  the  end  of  every 
postwar  recession  than  they  were 
when  it  began.  Thus,  the  prospect  that 
this  si.x-niontli-old  business  downtrend 
will  continue  into  the  second  quarter 
may  be  less  important  than  the  fact 
that  a  1957-58  type  readjustment 
already  seems  to  be  in  the  stock-price 
structure.  Secondly,  the  recent  im- 
pro\'ement  in  the  bond  market  points 
up  the  fact  that  every  major  upturn 
in  stock  prices  is  preceded  by  an  up- 
turn in  senior  security  prices.  To  my 
way  of  thinking,  a  fairly  persuasive 
case  can  he  made  to  the  effect  that  the 
interest  rate  cycle  has  peaked,  that 
the  next  major  test  will  not  come  until 
later  in  the  year.  Hearing  in  mind  that 
inflationary  price  trends  are  ultimately 
reflected  in  the  level  of  interest  rates, 
a  lasting  upturn  recjuires  proof  that 
the  cost-of-living  ri.se  has  slowed. 

The  foregoing  is  not  meant  to  im- 
ply that  all  of  the  cla.ssic  signs  of 
the  end  of  a  market  cycle  are  at  hand 
now.  Several,  which  in  the  past  have 
been  clearl)-  visil^le  by  hindsight,  are 
conspicuous  bv'  their  absence.  Rather, 
my  point  is  that  the  headline-making 
declines  in  stocks  owned  by  relatively 
few  people  can  obscure  some  under- 
lying strengths.  One,  for  example,  is 
the  fact  that  this  has  been  a  period 
of  relatively  low-keyed  over-all  de- 
cline, a  period  where  the  individual 
issue  air  pockets  have  not  resulted  in 
aggressixe  over-all  selling  pressure. 
Another  is  the  historical  fact  that  a 
decline  in  high-multiple  glamour 
stocks  marked  the  conclusion  of  both 
the  1962  and  1966  downswings. 

In  short,  at  this  writing  I'm  more 
inclined  to  consider  the  spectacular 
but  limited  individual-issue  price 
weakness  as  part  of  a  continuing  cycle 
of  changing  issue  preferences  rather 
than  the  beginning  of  a  new  all-in- 
clusive pha.se  of  decline.  The  market 
can  almost  be  divided  into  two  areas: 
one,  the  high-multiple  companies 
with  supposed  high  earnings  visibility, 
whose   prices   are   vulnerable   to   the 

Mr.  Lurie  Is  a  partner  In  the  New  York  Stock  Ex- 
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slightest  change  in  rating;  the  other, 
low-multiple  companies  which  have 
been  discounting  unpleasant  news  for 
some  time.  I  look  on  these  divergent 
price  patterns  as  one  more  illustration 
of  the  fact  that  1970  is  more  likely  to 
be  a  market  of  stocks  than  a  stock 
market  in  flood  tide,  not  just  because 
styles  in  speculation  change  each  year, 
but  because  this  is  a  period  of  stresses, 
and  strains  where  many  managements 
will  be  tested  and  found  wanting.  It 
is  a  period  that  will  feature  a  return 
to  more  traditional  investment  con- 
cepts; more  attention  will  be  given  to 
underl\  ing  corporate  strengths. 

Growth  Prospect 

Reliance  Electric  is  an  excellent  il-i 
lustration  of  this  point.  In  the  past  20! 
years,  the  company  has  been  trans- 
formed from  solely  a  manufacturer  oft 
electric  motors  into  a  major  factor  ini 
the  field  of  factory  automation.  Not 
only  does  Reliance  have  a  broader 
product  base  than  its  competitors,  hut 
many  of  its  customers  are  growing 
faster  than  the  economy  as  a  whole. 
Apart  from  the  long-term  growth  in- 
herent in  the  demand  for  products 
that  fit  the  growing  trend  to  factory 
automation,  I  believe  Reliance's  sales 
will  be  up  some  10%  to  another  new 
record  this  fiscal  year.  While  the  com- 
pany's financial  position  is  comfortable 
rather  than  strong,  no  equity  financ- 
ing is  planned  to  support  a  $110-mil- 
lion  capital  expenditure  program, 
which  will  increase  sales  capacity 
some  50%  by  1973.  In  a  sense,  the 
25%  potential  dilution  factor  resulting 
from  two  convertible  preferreds  ex- 
plains the  relatively  low  multiple  for  a 
company  with  groxvth  characteristics. 
It  ne\ertheless  seems  to  me  that  Re- 
liance is  an  attractive  commitment  in 
relation  to  this  year's  earnings  poten- 
tial of  about  $2.20  per  share  as  against 
the  $1.97  reported  for  the  fiscal  )'ear 
ended  Oct.  31. 

On  broad  view,  I  continue  to  be- 
lieve that  1970  is  a  transition  year,  a 
year  that  marks  the  beginning  of  a 
wide  trading  range  during  which  the 
excesses  of  past  \ears  will  be  digest- 
ed. In  this  period,  there  can  be  many 
relatiseK  short  and  sharp  changes  in 
over-all  direction  as  the  base  is  made 
for  an  ein  iroiuiient  wherein  the  prom- 
ises of  the  Se\  enties  can  be  realized.  ■ 
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STOCK  TRENDS 

By  Myron  Simons 


No,  Virgin/a,  There  Isn't 

Any  Mag/not  Line 


If  the  stock  market  of  1969  taught 
us  one  thing  it  was  this:  The  old 
clearcut  differences  between  invest- 
ment and  speculation  no  longer  exist. 
In  the  old  days  if  you  wanted  to  be 
safe,  if  you  wanted  to  avoid  specula- 
tion, it  was  easy.  You  bought  blue 
chip  stocks.  They  wouldn't  make  you 
rich,  maybe,  but  they  wouldn't  go 
down  much  even  in  a  bear  market. 

Last  year  that  whole  game  fell 
apart.  Look  at  what  has  happened  to 
some  of  the  old  blue  chips:  Anaconda 
down  from  66  to  28,  a  decline  of 
nearly  60%;  Chrysler  from  58  to  25, 
down  55%;  Standard  Oil  of  New  Jer- 
sey from  85  to  55,  down  35%;  du 
Pont  from  165  to  96,  down  more  than 
40%.  Not  all  of  the  blue  chips  were 
hit  this  hard,  of  course,  but  enough 
of  them  were  to  destroy  probably  for- 
ever the  old  idea  that  blue  chips 
are  "safe." 

Nor  is  it  any  longer  true  that  good 
blue  chips  are  a  slow  but  safe  and  sure 
way  of  participating  in  the  growth  of 
the  economy.  Look  at  the  Dow-Jones 
industrials  during  the  Sixties.  At  the 
start  of  the  decade,  this  blue-chip  in- 
dex stood  at  680.  The  economy  grew 
briskly;  the  gross  national  product 
nearly  doubled.  Blue-chip  earnings 
rose  from  $33.82  a  share  on  the  DJI 
to  $59.63.  But  the  blue-chip  average 
simply  did  not  participate  in  all  this 
growth.  It  rose  less  than  10%  over  the 
decade.  It's  comparable  to  carrying  a 
stock  for  ten  years  during  which  earn- 
ings almost  doubled  and  yet  the  stock 
rises  only  from  68  to  74. 

What  happened,  of  course,  was 
that  the  DJI's  price/earnings  ratio 
dropped  from  18.2  to  12.5. 

The  point  I  am  making  is  this: 
The  downgrading  of  the  blue  chips 
is  not  just  a  temporary  phase.  I  think 
it  is  more  or  less  permanent.  And  I 
think  there  is  a  very  profound  and 
sensible  reason  for  this  downgrading: 
To  the  menace  of  the  ordinary  busi- 
ness cycle  has  been  added  yet  another 
cycle,  one  to  which  the  big,  broadly 
based  blue  chips  are  particularly  vul- 
nerable. This  new  cycle  is  the  cycle  of 
government  intervention. 

First  it  was  the  "credit-crunch"  of 
1966,   and  now   the   Nixon   Adminis- 

A  guest  columnist.  Mr.  Simons  is  Research  Partner 
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tration's  fight  against  inflation.  Price 
and  wage  controls  may  still  be  taboo 
in  peacetime;  but  it's  now  pretty  well 
accepted  that  the  President  and  the 
Federal  Reserve  should  determine  the 
rate  at  which  the  economy  should 
grow  or  slow  down.  For  investors,  this 
takes  away  one  of  the  most  attractive 
features  of  the  nation's  largest  com- 
panies—their ability  to  grow  steadily; 
they  can't  count  on  steady  growth  if 
the  Government  is  going  periodically 
to  slam  on  the  brakes.  This  ability  to 
grow  steadily,  combined  with  a  cer- 
tain recession  resistance,  is  what  gave 
the  blue-chip  stocks  their  stature  in 
the  post-World  War  II  economy, 
with  its  mild  recessions  and  con- 
stant growth. 

But  federal  control  is  another  story. 
It  has  brought  about  a  new  kind  of 
business  cycle,  one  that  is  particularly 
bad  news  for  the  big  companies,  be- 
cause the  only  way  to  control  the 
economy  in  a  short  period  of  time  is  to 
slow  the  growth  of  the  major  com- 
panies, since  they  contribute  so  large 
a  percentage  of  the  gross  national 
product,  and  are  responsible  for  so 
much  of  the  nation's  employment. 

Tremendous  Growth 

But  while  the  large  companies  are 
under  pressure,  many  growth  com- 
panies are  in  specialized  areas  of  the 
economy  which  are  relatively  unaffect- 
ed by  government-created  recessions. 
One  such  sector,  for  instance,  involves 
the  equipment  and  abilities  needed  to 
get  more  information  from  computers. 
As  a  result  IBM,  Telex,  Ampex,  Mem- 
orex.  Planning  Research,  among  many 
others,  all  resisted  last  year's  bear  mar- 
ket. Other  growth  areas  are  actually 
being  created  by  the  Government,  like 
environmental  control.  It  may  cost 
over  $25  billion  in  the  next  ten 
years  just  to  keep  air  and  water  pollu- 
tion from  increasing,  to  say  nothing  of 
reducing  it.  Not  much  money  has  been 
spent  to  date,  so  the  companies  spe- 
cializing in  the  field  are  still  relatively 
small.  This  tremendous  amount  of 
money  concentrated  into  a  small  field 
can  provide  tremendous  growth.  The 
future  can  be  exciting  for  companies 
like  Research-Cotticll,  Whcelahrator, 
Zurn,  Buffalo  Forge  and  General  Sig- 
nal.   Pollution    bv    automobiles    is    a 


huge  problem;  current  thinking  seems 
to  lean  toward  lead-free  gasoline  as 
a  partial  solution.  If  so.  Universal  Oil 
Products  could  be  a  beneficiary. 

Crime  prevention  is  another  area 
that  will  get  increasing  attention  from 
the  Nixon  Administration.  This-  goes 
hand-in-hand  with  urban  renewal, 
better  weffare  programs  and  better 
medical  aid  for  the  underprivileged. 
The  medical  supply  stocks  have  out- 
performed the  market  for  most  of  the 
year.  Stocks  like  Beckman  Instruments, 
Cutter  Laboratories  and  Affiliated 
Hospital  Products  continue  to  look 
interesting. 

What  will  happen  to  the  blue 
chips?  Will  they  become  forgotten? 
Not  entirely.  Recovery  will  come  when 
they  get  cheap  enough,  and  they  seem 
to  be  cheap  now.  As  the  economy 
turns  down,  the  Federal  Reserve's 
pressures  on  money  and  credit  can  be 
relaxed  and  will  create  a  happier  an- 
ticipation for  the  future.  So,  the  blue 
chips  can  go  up  even  in  the  face  of 
lower  earnings.  Moreover,  if  the  na- 
tion's goal  of  building  2.6  million 
housing  units  a  year— double  the  pres- 
ent amount— is  achieved,  the  blue 
chips  will  benefit.  Housing  needs  steel, 
alumimmi,  chemicals,  tractors— almost 
all  of  the  products  of  basic  industry. 
Then,  the  blue-chip  stocks  will  go  up 
as  earnings  and  sales  go  up. 

But  I  doubt  whether  they  ever  will 
regain  their  old  high  P/E  ratios.  In 
our  double-cycle  economy,  there  is  no 
longer  any  reason  to  put  a  premium 
on  blue-chip  earnings.  Especially  so 
when  it  is  all  but  certain  that  they 
will  drop  sharply  again  in  the  next 
cycle  of  government  slowing— or  natu- 
ral slowing— of  the  economy.  This  is 
why  I  say  that  the  old  distinctions  be- 
tween "investing"  and  "speculation" 
are  no  longer  valid,  why  well-informed 
speculation  may  be  safer  and  sounder 
than  simply  buying  the  blue  chips. 
Well-informed  speculation  doesn't 
mean  gambling.  It  does  mean  choos- 
ing companies  that  are  smaller  in  size 
than  the  blue  chips  and  are  poised  for 
growth.  Choosing  them  takes  thought; 
they  must  have  all  the  ingredients  for 
growth  and  this  includes  financial  re- 
sources and  good  management  as 
well  as  a  business  that  is  in  an  ex- 
panding field.  Without  these,  it  is  just 
hit  or  miss. 

I'll  put  it  this  way:  Most  investors 
used  to  think  of  blue  chips  as  a  kind 
of  Maginot  Line  behind  whose  ramj 
parts  they  could  sit  safe  and  souno 
against  whatever  happened  in  thfi 
economy.  No  more.  The  Maginot  Line 
concept  is  as  obsolete  in  the  stoc 
market  as  it  is  in  warfare.  Today  safe 
ty,  such  safety  as  is  obtainable,  con-j 
sists  in  identifying  the  trends  and  rid'^ 
ing  with  them.  ■ 
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The  Funds 


Jhe  Herd  Instinct 

;BM  and  Control  Data  off  nearly 
50  points  in  less  than  a  month.  Syn- 
ex  off  nearly  30,  and  Polaroid  oft 
tbout  40  points— each  in  little  more 
han  six  weeks.  Career  Academy 
)ff  33?  about  a  week  after  a  pro- 
X)sed  accounting  change.  Motorola 
lown  ten  points  one  da\'  on  a 
alse  rumor  of  disappointing  results, 
md  up  nine  the  next  day  when 
1969  earnings  were  released. 

A  stock  market  gone  crazy? 
Don't  blame  the  market,  says  Mey- 
r  Berman,  head  of  the  institutional 
lepartment  at  New  York's  Schein- 
Tian,  Hochstin  &  Trotta.  These  are 
ecent  manifestations  of  institution- 
1  mone\  managers  trading  not  as 
ndividuals,  but  as  part  of  a  stam- 
)eding  herd  of  cattle.  Trading 
)ased  on  excessi\e  enthusiasm  or 
)anicky  rumors  has  started  to  be- 
«me  a  way  of  life.  Says  Berman, 
'You  are  getting  more  and  more  of 
his  hip  shooting  as  the  institutions 
ake  over  the  market.  This  isn't  a 
iealth\'  development,  it  can  play 
lavoc  with  an  orderly  market." 

Last  year  some  17.5  mutual 
unds  had  herded  themselves  into 
iround  275  stocks  in  which  funds 
owned  \o%  or  more  of  the  com- 
non  stock;  for  example,  the  funds 
)wn  around  15*?  of  Motorola,  Con- 
trol Data,  City  Investing  and  Syn- 
ex,  and  well  over  20%  of  GAG 
Corp.  and  Four  Seasons  Nursing. 


In  1968  and  early  last  year 
funds  galloped  into  stocks  like  Asa- 
mera  Oil,  Parvin  Dohrmann,  Per- 
fect Film,  Resorts  International, 
Lum's,  Perfomiance  Systems  Inc. 
(formerly  Minnie  Pearl's  Chicken), 
University  Computing  and  General 
Host.  All  of  these  had  spectacular 
gains  on  the  way  up,  as  too  many 
bu\ers  chased  too  few  shares. 

The  big  gains  made  fund  man- 
agers like  Fred  Carr,  Henry  Neu- 
wirth,  Larry  Rader,  Fred  Mates, 
George  Chestnutt  and  William 
O'Neil  look  like  geniuses— for  a 
while.  A  year  later  these  assess- 
ments seemed  somewhat  premature. 

Nor  was  tlie  herd  instinct  of  the 
new  breed  of  money  managers 
confined  only  to  speculative,  unsea- 
soned stocks.  A  numlier  of  funds 
mo\ed  into  and  out  of  companies 
like  Penn  Central,  Aetna  Life  & 
Casualty,  IBM  and  Syntex.  Litton 
Industries,  the  granddaddy  of  the 
free-form  conglomerates,  is  being 
trampled  with  a  vengeance.  The 
stock  is  down  65^  over  the  past  12 
months.  Boeing,  Lockheed,  Gulf, 
Texaco  and  others  have  received 
similar  treatment.  And,  of  course, 
growth  funds  ha\e  moved  out  of 
the  conglomerates,  their  darlings 
of  little  more  than  a  year  ago,  as 
though  (hey  had  smallpox. 

Now  the  herd  is  in  process  of 
galloping  into  savings  and  loan  in- 


stitutions, building  stocks  and  utili- 
ties, counting  on  big  gains  when 
the  cost  of  money  eases.  This  is 
setting  up  many  of  these  stocks  for 
a  future  stampede.  As  Meyer  Ber- 
man puts  it,  "The  only  thing  faster 
than  institutions  stampeding  to- 
gether out  of  the  same  stocks  is  the 
Egyptian  aimy  in  retreat." 

Another  analyst  puts  the  insti- 
tutions' problem  this  way:  "In  a 
bear  market,  they  are  forced  into 
fewer  investment  opportunities; 
and  when  bad  news  comes  out,  or 
e\en  just  rumors,  they  all  head  for 
the  exits  at  the  same  time."  But  if 
it  happens  on  a  large  enough  scale, 
it  can  make  a  shambles  of  what 
started  out  as  an  auction  market. 

Because  the  small  investor  is  al- 
most always  last  to  get  the  infonna- 
tion— or  more  likely  the  rumor— that 
stampedes  the  institutional  herd,  in- 
dividuals trading  in  stocks  dom- 
inated by  institutions  get  the  worst 
price  on  the  way  up  and  on  the 
way  down.  In  that  sense,  the  small 
investor  with  a  speculative  urge  is 
being  trampled  in  many  of  the 
glamour  stocks. 

All  this  stampeding  into  and  out 
of  a  small  number  of  stocks  raises  a 
fjuestion.  Were  the  sideburned 
young  gunslingers  described  in  the 
best  seller  The  Money  Game  prop- 
erly labeled?  Are  they  the  cow- 
boys or  the  cattle? 


Does  McKinsey  Have  the  Answer? 


You're  a  fund  manager,  and  your 
unds  are  in  trouble.  Their  invest- 
ment philosoph\  is  hopelessly  out 
if  date;  net  new  mone>  coming  in 
las  slowed  to  a  trickle.  Who  do  you 
lire  to  do  something  about  it?  Some 
amous  money  manager?  No.  You 
lire  a  management  consultant.  Yes, 
a  management  consultant  from  Mc- 
Kinsey &  Co.  who  can  look  at  \our 
problems  with  the  detachment  no 
insider  can  have. 

That's  what  Investors  Diversified 
Services  did  late  in  1967;  it  hired 
McKinsey's  Thomas  R.  Reeves. 

Since  Minneapolis'  IDS  is  famous 
not  only  for  the  size  of  its  funds 
($6  billion)  but  for  its  lackluster 
management  of  them,  there's  a 
temptation  to  think  that  this  was 
just  a  wrong  move.  Maybe.  But  lis- 
ten to  Reeves,  now  IDS  senior  vice 


president  for  investments:  "When 
you  hire  a  good  money  manag-^r 
what  you  are  getting  is  a  proven 
stock  picker.  But  with  $6  billion  to 
invest  you  don't  need  one  proven 
stock  picker;  you  need  about  30, 
with  another  30  in  training.  You 
need  the  ability  to  develop  these 
people.  You're  not  likely  to  get  that 
with  a  proven  stock  picker,  be- 
cause his  orientation  is  to  stocks, 
not  to  the  management  of  people." 
What  did  Reeves  find  at  IDS, 
which  manages  the  country's  larg- 
est fund.  Investors  Mutual  ($2.6 
billion)  and  two  other  giants,  In- 
vestors Stock  Fund  ($2.2  billion) 
and  Investors  Variable  Payment 
($1  billion)?  "We  had  two  men 
making  all  the  equity  decisions," 
says  Reeves.  "Two  men  could  only 
follow  so  much,  which  led  to  in- 


vesting solely  in  the  largest  com- 
panies. These  were,  with  a  few  ex- 
ceptions like  IBM  and  Xerox,  the 
mature  industries.  Even  Johnson  & 
Johnson,  one  of  the  finest  compa- 
nies in  the  nation,  was  too  small." 

IDS  had  another  problem:  "We 
offered  no  funds  that  could  compete 
in  the  go-go  group,"  says  Reeves. 
"We  were  a  little  like  General 
Motors  without  any  sports  cars." 

Reeves  attacked  both  problems 
at  once.  IDS  New  Dimensions  Fund 
was  brought  out  in  1968— IDS'  first 
new  fund  in  11  years— followed  by 
IDS  Progressive,  a  trading  fund, 
early  in  1969.  Unfortunately,  they 
were  brought  out  just  when  the 
very  idea  of  performance  was  un- 
der a  cloud. 

Dividing  the  Pool 

Reeves  tried  to  perk  up  the  big, 
old,  inflexible  IDS  funds  with  a 
ploy  being  tried  by  many  big  funds 
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A  NO-LOAD  Mutual  Fund 

ROWE  PRICE 
NEW  ERA 
FUND 


JNG. 


Objective:  Capital  Appreciation.  The 

Fund  will  seek  capital  growth  in  any 
industry  but  it  believes  opportunities 
are  especially  promising  in  companies 
engaged  in:  Real  Estate  •  Natural 
Resources  Development  •  Scientific 
and  Technological  Research  and 
Development  •  Consumer  Services 

NO  SALES  CHARGE 

Mail  coupon  for  free  prospectus 


Rowe  Price  New  Era  Fund,  Inc. 

One  Charles  Center,  Dept.  C 

Ballimore,  Maryland  21201  (301)  539-1992 
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for  investors  seeking  possible  growth 
of  capital  and  income 

A  NO-LOAD  FUND 

No  Redemption  Charge 
Systematic  Investment  Plan 

NO  SALES  CHARGE 

Self-Employed  Retirement  Plan 
Available   (Keogh  Act) 

Mail  Today  For  Free  Prospectus 


The  Johnston  Mutual  Fund,  Inc. 
460  Park  Ave.,  N.Y.C.  10022    Dept.  C 
Phone:  (212)  679-2700 


NAME 
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at  the  time.  "We  set  out  to  divide 
up  the  portfohos  into  as  many  'sat- 
ellites' as  we  could  find  competent 
people  to  manage  the  money,"  says 
Reeves.  "About  August  1968  the 
first  satellite  manager  was  at  work. 
We  gave  him  about  $250  million  of 
the  $2  billion-plus  in  Stock  Fund. 
Today,  we  have  27  people  manag- 
ing some  amount  of  money.  Along 
with  that,  we  more  than  doubled 
the  size  of  our  research  department. 
We  now  follow  any  stock  that  can 
be  bought— almost." 

Investors  Mutual  now  is  man- 
aged by  six  people.  Stock  Fund  by 
nine,  Variable  Payment  Fund  by 
seven.  Reeves  has  even  fragmented 
the  satellite  manager  idea.  One  type 
of  portfolio  manager  gets  some 
$250  milhon  to  invest  and  consid- 
erable freedom  to  roam  the  invest- 
ment world  with  it. 

Others  get  $25  million  to  $100 
million  to  invest  in  areas  where  they 
have  research  responsibilities.  This 
need  not  be  as  restrictive  as  it 
sounds,  since  Reeves  likes  to  divide 
all  research  into  three  parts: 
growth  companies,  medium-growth 
companies  and  cyclical  companies. 
Thus,  one  "research"  satellite  has 
such  varied  stocks  as  Anheuser- 
Busch,  General  Instrument,  Ken- 
tucky Fried  Chicken  and  Loew's. 

Will  Reeves  prove  to  be  the  rare 
management  consultant  who  can 
not  only  straighten  out  a  messed-up 
company  but  also  run  it?  "It's  too 
soon  to  know,"  he  says.  "But  I  don't 


think  there's  a  shadow  of  a  doubt 
that  the  basic  concept  is  sound." 

At  the  very  least.  Reeves  has  con-i 
siderably  increased  the  attractive- 
ness of  IDS   funds.   New  Dimen-J 
sions  and  Progressive  have  already  1 
rolled   up   assets   of   $140   million 
each.  And  total  redemptions  of  alln 
IDS  funds  in  1969  were  60%  of  new 
sales,  down  from  75%  in  each  of  the 
two  previous  years. 

"My  Baby" 

More  important  than  concept  will 
be  how  Reeves  treats  his  money 
managers:  "They  have  to  be^ 
coached,  persuaded,  threatened,  ca-< 
joled,  humored,  flattered  to  dropll 
their  emotions  and  remain  objective.|i 
When  a  guy  buys  a  stock  he  maki 
an  emotional  commitment.  If  il 
doesn't  perform,  he  has  to  get  ow 
his  emotional  hangup." 

Reeves'     self-styled     "care-am 
feeding"  process  has  had  one  fail 
ure  so  far.  "Last  year  I  let  a  gu; 
stay  at  Variable  Fund  longer  th 
I  should  have,"  he  says.   Perhapst 
Reeves,  too,  makes  emotional  com' 
mitments.  At  any  rate.  Reeves  sa; 
that  this  money  manager  consistent 
ly  bought  the  wrong  stock  at  the 
wrong   time.    Thus   Variable,   long 
IDS's  only  authentic  growth  fund,  i 
was  down  13%  in  1969.  if 

If  that's  the  only  lemon  Reeves 
turns  up  in  his  current  crop  of  27  ■* 
managers,  he'll  be  something  of  ali 
genius.    After   all,    there   was   one 
lemon  among  the  12  apostles. 


Prophet  without  Profit 


About  two  years  ago  at  this  time, 
President  Frederick  F.  Robinson, 
65,  of  National  Aviation  Corp.,  was 
complaining  about  the  price  of  his 
company's  stock  (Forbes,  Feb. 
1,  1968).  He  wasn't  complaining 
that  it  was  too  low,  however.  He 
felt  it  was  too  high.  National,  a 
$108-million  closed-end  investment 
company  specializing  in  airline  and 
aerospace  stocks,  was  selling  at  a 
dizzy  33%  over  net  asset  value. 

"In  my  opinion,  it's  really  ridicu- 
lous," observed  Robinson,  whose  an- 
nual industry  commentary  that  year 
correctly  forecast  tough  times  ahead 
in  airlines  and  aerospace.  "We  have 
55%  of  our  assets  in  90-day  paper. 
The  only  advice  that  I  can  give 
you  is  don't  buy  National  Aviation 
shares  now,  for  they  will  be  sell- 


ing at  a  discount  again  some  day, 

His  remark  wasn't  welcomed  b 

many    of    National's    shareholders, 


4 


"It  really  caused  quite  an  uproar,"  ' 
confides  M.  Ann  Mulholland,  as- 
sistant secretary  of  the  company. 
"A  half  hour  of  our  annual  meet- 
ing was  devoted  to  just  yelling  and 
screaming  about  this  article.  They 
said,  'How  is  the  stock  going  to 
anywhere  if  the  president  is  sayin 
not  to  buy  it?'  " 

Robinson  was  only  talking  sense. 
As  he  predicted.  National  Aviation 
shares  sank  from  around  50  to  its 
recent  level  of  just  over  21.  Of 
course,  airline  and  aerospace  stocks 
have  taken  a  real  bath  in  the  market 
recently  (Forbes  Feb.  1,  1970), 
but  because  National  was  so  heavy 
in  cash,  its  portfolio  shrank  by  only 
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19?,  .S24.5  million,  or  S4.03 
e.  But  National  still  got  the 
?  whammy:  its  shares  again 
a  discount  (20?).  Hence  the 
ecline  in  market  price  on  a 

line  in  asset  value. 

what  does  Fred  Roliinson 
3\v?  Not  a  word,  with  the 
n\  "s  income  and  capital  gains 
lowest  le\els  in  two  decades, 
ctions    aren't    talking    much 

He  has  cautiously  increased 
mpan\  s  holdings  in  such  air- 
ocks  as  .American  and  Con- 
1,  and  bought  new  positions 
tional  and  TW'.A;  hut  alx»ut 
assets  are  still  iu  cash. 
t  eloquent  of  all  was  the  an- 
>ment  that  Rohinsou  is  be- 
g  chairman,  being  replaced 
iidenl  and  chief  executive  by 

Textron  e.\ecufi\e  %  ice  pres- 
Har\  e\  Ga\  lord. 


Pier  Prince  nor  Pauper 


:cE     Retirement     Equities 

has  the  stuff  to  become  one 
best  investment  fimds  in  the 
'ss.  For  CREF,  a  nonprofit 
le  auuuit\'  designed  to  pro- 
etircment  income  for  college 
■rs  with  an  inflation  hedge 
n  in,  has  two  distinct  ad- 
;es  o\er  other  fimds. 
;t,  the  fund  is  assured  of  a 
How  of  mone\'  because 
>rs  sign  lifetime  contracts  to 
remiums  into  the  pool.  See- 
the contracts  ha\e  no  cash 
so  the  teachers  can't  cash 
in  on  a  whim.  H\  contrast,  a 
I  fund  ne\er  knows  when  a 
decline  or  a  run  of  redemp- 
■or  both— will  disrupt  its  iu- 
ent  plans. 

,  alas,  CREF  is  anything  but 
performing  fund.  Figured  on 
me  basis  Forbes  uses  (Aug. 

0  rate  mutual  funds,  CREF 
he  lowest  possible  mark,  D, 
i  perfontiance  in  up  markets 
ent  years.  It  gets  an  above- 
»e  B  in  down  markets,  but 
erall    showing    is    more    like 

1  a  balanced  fund  than  the 
fund  it  is. 

problem?  There's  no  prob- 
ays  CREF  Chairman  William 
senough:  "We  aren't  trying  to 
princes  out  of  college  profes- 
y  running  the  risk  of  making 
!rs  out  of  them."  He  wants 
rt  of  speculative  trading  that 


INVESTMENT 
MANA3EMENT 


WHY  GIVE  US 

PERMISSION 

TO  BUY  AND  SELL 

WITHOUT 

YOUR  PERMISSION? 

Because  we  specialize  in  managing  personal 
investment  accounts  of  $5,000  or  more  for  aggres- 
sive capital  growth  for  investors  who  appreciate 
the  risks  and  rewards  of  a  common  stock  portfolio. 
You  own  the  stocks  -  the  account  is  in  your  name 
with  your  broker.  But  we  do  all  the  buying  and 
selling  -  we  have  a  full-time  staff  of  experienced 
market  analysts  assisted  by  continual  research  and 
computer  data.  If  that  makes  sense  to  you,  give  us 
permission  to  send  you  our  32-page  booklet 
"Declare  Your  Own  Dividends"  for  further 
explanation. 

SPEAR  sSWRINC 

Investment  Management  Division    Dept    MF-301 
Babson  Park.  Mass  02157 

Please  send  me  a  complementary  copy  of 
"Declare  Your  Own  Dividends."  Confidentially, 
my  account  would  amount  to  about  $ 
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GROWTH  STOCK 
FUND,  INC. 


A  MO  LOAD  FUHD 

Investing  in  stocks 

carefully  selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

MO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


T.  Rowe  Price  Growth  Stock  Fund,  Inc. 
One  Charles  Center.  Dept.B 
Baltimore,  Md.  21201 


A44fCII. 


.Zip. 


NO  SALES  CHARGE 
NO  REDEMPTION  CHARGE 

100 /O  of  your  money  is 
invested  for  growth  possibilitiei 
in  the  broad  field  of  ENERGY 

•  nuclear  power  •  electroniet 

•  data  processing  •  oil 

•  aerospace 

•  communications,  etc. 
only  $100  initial  investment. 


SELF-EMPLOYED  RETIREMENT  PLANS 

ENERGY  FUND  is  I  quilif  led 
invtstwent  under  Keogh  Act. 


APPROVED  MODEL 
CORPORATE  PROFIT 
SHARING  PLAN 


I 

I 
I 
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RALPH  E.  SAMUEL  t  CO.,  Distributer 

Members  N.Y.  Stock  Exchange 

55  Broad  St.,  New  Yorl<  10004  Dept.  F 

(212)  344-5300 

Please  send  me  the  Free  prospectus 
and  literature  on  ENERGY  FUND. 


NAME 

ADDRESS. 
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WHICH  HIGH  PERFORMANCE 

NO  LOAD 


(no  broker  fee) 

MUTUAL 


SHOULD  YOU  BUY  NOW? 


GROWTH  FUND  GUIDE  is  an  advi- 
sory service  \Nh\ch  tells  you  what  it 
thinks  and  why.  No  doubletalk. 

NOW  if  you  are  looking  for  straightfor- 
ward advice,  forecasts,  charts,  ratings, 
pages  of  statistics  and  information  on 
about  50  of  America's  fastest  growing 
no-load  and  load  mutual  funds  take 
advantage  of  our  special  offer  today. 

GET  our  current  24-page  issue  Reg.  $3 

PLUS 
our  new  bonus  report 
Load  vs.  No-Load  Reg.  $2 

ALL  for  only  $1    (new  subscribers  only) 

Just  mail  this  ad  and  $1  to 
GROWTH  FUND  RESEARCH,  INC. 

Dept.F-10P.O.  Box  2109 
Long  Beach,  Calif.  90801 

Subscription  cannot  be  assigned  without  your  consent 

GROWTH]  GUIDE 


Wf  mviSTOHS  GUIDE  TO  DYNAMIC  CHOWTH  FUNDS 


BEFORE  YOU  INVEST 
IN  MUTUAL  FUNDS 

WHY  NOT 
ASK    YOtIR    IMVeSTUeNT   DBALCR   ABOUT 

mmm 


Keystone  S-4  is  for  the  invest- 
or who  seeks  higher  than 
average  capital  growth  possi- 
bilities, through  professionally 
selected  speculative  stocks, 
and  who  is  willing  to  assume 
higher  than  average  risks. 

FOR   FREE  PROSPECTUS 

write  G'84 

THE  KEYSTONE  COM  PA  N  Y 

50  CONGRESS  ST .  BOSTON.  MASS.  02109 
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would  cause  excessive  perils  'in  a 
bear  stock  market  year  like  1969. 
This  would  heavily  trim  the  bene- 
fits of  any  fundholder  who  might 
retire  at  such  a  time. 

With  that  in  mind,  CREF  bas- 
ically has  been  willing  to  buy  blue 
chips  and  hold  them.  It  still  holds, 
for  example,  at  least  ten  of  the' 
original  investments  it  made  in 
1952:  IBM,  Honeywell,  Eastman 
Kodak,  American  Electric  Power, 
Corning  Glass,  Minnesota  Mining, 
Procter  &  Gamble,  General  Motors, 
Gulf  Oil  and  Texaco. 

CREF  hasn't  ignored  all  the 
new  fund  trends,  however.  In  the 
last  few  years  it  has  started  look- 
ing for  gains  in  smaller  companies 
like  Russ  Togs,  Clorox,  National 
Starch  &  Chemical,  Research-Cot- 
trell  and  Foote,  Cone  &  Belding. 
There  has  also  been  some  speculat- 
ing in  depressed  groups.  In  1968, 
for  example,  CREF  began  accumu- 
lating the  hard-hit  airlines. 

Sofrsfacfion  for  AW 

But  sometimes  old-fashioned 
ideas  pay  off.  CREF  refused,  for 
instance,  to  run  after  the  North 
Slope  oils  last  year.  "Expectations 
got  out  of  line,"  says  CREF  in- 
vestment chief  Roger  F.  Murray. 
"Additions  to  earnings  are  out 
there  in  1973  maybe,  and  there 
are  some  knotty  problems  like  the 
cost  of  the  pipeline.  So  far  we've 
been  right." 

All  in  all,  Greenough  is  far 
from  displeased  with  the  results. 
"We  think  CREF  has  achieved  its 
purpose,"  he  says.  He's  content 
that  since  1952  the  fund  has  out- 
performed the  Dow-Jones  indus- 
trial average  by  an  average  annual 
gain  of  9.5%  vs.  7.4%. 

Apparently  the  teachers  are 
pleased  too.  They  paid  $215  mil- 
lion in  premiums  into  the  fund  in 
1969  and  a  like  amount  into  the 
companion  fixed  annuity.  Teachers 
Insurance  &  Annuity  Association. 
(Participating  teachers  must  put  at 
least  25%  of  their  monthly  premi- 
um in  TIAA.)  TIAA,  founded  in 
1918  with  Carnegie  steel  money, 
now  has  assets  of  $2.1  billion, 
CREF  $1.3  billion. 

What  the  teachers  obviously 
like  most  about  CREF  and  TIAA 
is  that  the  colleges  they  work  for 
generally  put  up  half  to  two-thirds 
of  the  premiums.  Even  assuming 
below-average  perfonnance,  that 
kind  of  bargain  is  hard  to  resist.  ■ 
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DODGE 


138th   CONSECUTIVE 
QUARTERLY   DIVIDEND 

The  Boord  of  D/rec/ors  of 
Phelps  Dodge  Corporafion  has 
declared  a  regular  quarferly 
dividend  of  SlVi^  per  share  on 
its  capital  stock,  payable  March 
10,  1970,  to  stockholders  of 
record  at  the  close  of  business 
on  February  20,  7970. 

R.   D.   BARNHART, 

Treasurer. 

New  Yorfc,  N.  Y. 
February  4,  1970 


' 
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SOUTHERN 

NATURAL  GAS 

COMPANY 

Birmingham,  Alabama 

Common  Stock  Dividend  No.  124 

A  regular  quarterly  dividend  of  35 
cents  per  share  has  been  declared 
on  the  Common  Stock  of  Southern 
Natural  Gas  Company,  payable 
March  13,  1970  to  stockholders 
of  record  at  the  close  of  busi- 
ness on  February  27, 1970. 


PETER  C.  SMITH 

Vice  President  and  Secretary 

Dated:  January  29,  1970 
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QUARTERLY  DIVIDENDS  SINCE  1935 

NATIONAL 
DISTILLERS 
sCHEMICAL 
CORPORATION 

DIVIDEND  NOTICE 
The  Board  of  Directors  has  declared  a 
quarterly  dividend  of  22'/2(i  per  share 
on  the  outstanding  Common  Stock, 
payable  on  March  2,  1970,  to  stock- 
holders   of    record    on    February    10, 
1970.  The  transfer  books  will  not  close. 
January  29,  1970. 
RAMSEY  E.  JOSLIN,  Vice  President 
and  Treasurer 
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DIVISIONS  NATIONAl  DISTILLERS  PRODUCTS  Cd. 

U  S.  INDUSTRIAL  CHtMlCALSCO. 

PRlOGETORT  BRASS  CO. 

ALMADEN  VINEYARDS.  INC  •  TEXTILE 

INTERNATIONAL 
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Would 

you 

rather 

not 

know 

these 

warning 
signals? 


1.  Unusual  bleeding  or 
discharge. 

2.  A  lump  or  thickening  in  the 
breast  or  elsewhere. 

3.  A  sore  that  does  not  heal. 

«}.  Change  in  bowel  or  bladder 
habits. 

5.  Hoarseness  or  cough. 

6.  Indigestion  or  difficulty 
in  swallowing. 

7.  Change  in  size  or  color  of  a 
wart  or  mole. 

If  a  signal  persists  for  2  weeks, 
see  your  doctor  without  delay. 
Because  many  cancers  are  curable 
if  detected  and  treated  early. 

It's  up  to  you,  too. 


American 
Cancer  Society 
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CHEVROLET  MOTOR  DIVISION 
GENERAL  MOTORS  CORPORATION 

Agency:   CampbellLwald  Company 

COMMODITY  FUTURES  STATISTICS 

SERVICE    

Agency:  Hagerty  &  Sullivan,  Inc. 

D  CRANE  CO.  62-63 

Agency:  Doremus  &  Company 

THE  DANFORTH  ASSOCIATES  82 

Agency:  Wunderman,    Ricotta  &  Kline, 
Inc. 

ENERGY  FUND  INCORPORATED  87 

Agency:  The  Leo  Baron  Agency  Inc. 

D  FMC   CORPORATION 6-7 

Agency:  Botsford  Ketchum  Inc. 

D  FIDELITY  FEDERAL  SAVINGS  & 

LOAN  ASSOCIATION    81 

Agency:  The  Perrett  Company 

FINANCIAL  WORLD  .  83 


Agency:  Albert  FrankGuenther  Law,  Inc. 

FIRST  NATIONAL  CITY  BANK       Back  Cover 

Agency:  Albert  FrankGuenther  Law,  Inc. 

D  FIRST  NATIONAL  STATE  BANK 

OF  NEW  JERSEY  66 

Agency:  Williams  and  London  Advertising 

GENERAL  DYNAMICS  CORPORATION  56-57 

Agency:  Young  &  Rubicam,  Inc. 

41 
88 


GREAT    SOUTHWEST    CORPORATION 

Agency:  Westcliff  Advertising 

GROWTH  FUND  RESEARCH,  INC. 

Agency:  Wolfson/Warner  Advertising 


D  HALLIBURTON   COMPANY  43 

Agency:  Alexander,  Mackenzie  Advertising 
Incorporated 

INTERNATIONAL  TELEPHONE  AND 
TELEGRAPH  CORPORATION  48 

Agency:  Needham,  Harper  &  Steers,  Inc., 
Advertising 

INVESTORS  RESEARCH  COMPANY  74 

Agency:  Palmer,  Larson  &  Bateman,  Inc. 

THE  JOHNSTON  MUTUAL  FUND  INC.       86 

■   Agency:  Pace  Advertising  Agency,  Inc. 

D  KAMPGROUNDS  OF  AMERICA.  INC.  71 

Agency:  West  Advertising  Agency 

THE  KEYSTONE  COMPANY 

OF  BOSTON        88 

Agency:   Doremus  &  Company.  Inc. 


D  KOPPERS  COMPANY,  INC.   4 

Agency:  Batten,  Barton,  Durstine  & 
Osborn,  Inc. 

LATROBE  STEEL  COMPANY    66 

Agency:  W.  F.  (Bud)  Minnick,  Jr. 

LINCOLN-MERCURY  DIVISION 

FORD  MOTOR  COMPANY 29 

Agency:  Kenyon  &   Eckhardt  Inc. 
Advertising 

MEXLETTER         82 

Agency:  Kenyon  &  Eckhardt  De  Mexico, 
S    A.  de  C.  V. 

D  MICHELIN  TIRE  CORPORATION 20 

Agency:  George  P.  Clarke  Advertising,  Inc. 

MOODY'S  INVESTORS  SERVICE,   INC.       72 

Agency:  Benn  &  MacDonough,  Inc. 

MORGAN  STANLEY  &  CO. 67 

Agency:  Doremus  &  Company 

NATIONAL  DISTILLERS  AND 

CHEMICAL  CORPORATION    88 

Agency:  Doremus  &  Company 

NATIONAL  LEAD  COMPANY 61 

Agency:  The  Marschalk  Company,  Inc. 

O  NORTH  AMERICAN  PHILIPS 

CORPORATION 35 

Agency:  LaRoche,  McCaffrey  and  McCall, 
Inc 

THE  PADDINGTON  CORPORATION 

(J&B  SCOTCH   WHISKY)      12 

Agency:  E    T.  Howard  Co.,  Inc. 

PANHANDLE  EASTERN  PIPE 

LINE  COMPANY  71 

Agency:  Albert  Frank  Guenther  Law,  Inc. 


PHELPS  DODGE  CORPORATION 

Direct 


88 


PHELPS  DODGE  INDUSTRIES 64-65 

Agency:  Compton  Advertising,   Inc. 

D  PONTIAC  MOTOR  DIVISION 

GENERAL  MOTORS  CORPORATION       38-39 

Agency:  Mac  Manus,  John  &  Adams,  Inc. 

ROWE  PRICE  NEW  ERA  FUND,  INC.  86 

Agency:  VanSant,  Dugdale  and  Company, 
Inc. 

T.  ROWE  PRICE  GROWTH  STOCK 

FUND,  INC. 87 

Agency:  VanSant,  Dugdale  and  Company, 
Inc. 


R.H.M.   ASSOCIATES 

Agency:  Saturday  House,  Inc. 

D  ROCKWELL  MANUFACTURING 

COMPANY  

Agency:  Marsteller  Inc. 

D  THE  ROYAL  BANK  OF  CANADA 

Agency:  Norman.  Craig  &  Kummel 
(Canada)   Ltd. 

n  SAVIN  BUSINESS  MACHINES 

CORPORATION  

Agency:    Reach,  McClinton  &  Co. 
Incorporated 

SOUTHERN  NATURAL  GAS  COMPANY 

Agency:  Doremus  &  Company 

SPEAR  &  STAFF,  INC. 

INVESTMENT  MANAGEMENT  DIVISION 

Agency:  Kenyon  &  Eckhardt  Inc. 


74 

44 
11 


88 

87 
37 


SPERRY  RAND  CORPORATION      ... 

Agency:  Young  &  Rubicam,  Inc. 

UNION  CAMP  CORPORATION       2nd  COVER 

Agency:  Henderson  &  Roll,  Inc. 

UNITED  BUSINESS  SERVICE 

CO.,  INC 77,  78,  79 

Agency:  The  Silton  Company,  Inc. 

THE  VALUE  LINE  INVESTMENT 

SURVEY      75 

Agency:  The  Vanderbilt  Advertising 
Agency,  Inc. 

THE  WARNER  &  SWASEY  COMPANY  3 

Agency:  The  Griswoid-Eshleman  Company 

16 


WESTERN  UNION  INTERNATIONAL 
INC. 

Agency:  Lennen  &  Newell,  Inc. 

XEROX  CORPORATION  14-15 

Agency:  Needham,  Harper  &  Steers,  Inc. 
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THOUGHTS . . . 


ON  THE 
BUSINESS  OF  LIFE 


The  one  who  doesn't  pull  his 
weight  is  not  asked  to  pull,  while  the 
one  who  does,  pulls  for  two. 

—Alexander  Solzhenitsyn 


It  is  better  by  a  noble  boldness  to 
run  the  risk  of  being  subject  to  half 
of  the  evils  we  anticipate,  than  to  re- 
main in  cowardly  listlessness  for  fear 
of  what  may  happen. 

—Herodotus 


Moral  courage  is  a  virtue  of  higher 
cast  and  nobler  origin  than  physical. 
It  springs  from  a  consciousness  of 
virtue  and  renders  a  man,  in  the 
pursuit  or  defense  of  right,  superior 
to  the  fear  of  reproach,  opposition  or 
contempt.  —Samuel    Goodrich 


It  is  more  than  probable  that  the 
average  man  could,  with  no  injury  to 
his  health,  increase  his  efficiency  fifty 
percent.  —Walter  Dill  Scott 


I  believe  that  any  man's  life  will 
be  filled  with  constant  and  unexpect- 
ed encouragement,  if  he  makes  up  his 
mind  to  do  his  level  best  each  day, 
and  as  nearly  as  possible  reaching  the 
high-water  mark  of  pure  and  useful 
living.  —Booker  T.  Washington 


Rules  of  conduct,  whatever  they 
may  be,  are  not  sufficient  to  produce 
good  results  unless  the  ends  sought 
are    good.  — Bertrand    Russell 


A  team  is  a  mutual  protection  so- 
ciety formed  to  guarantee  that  no  one 
person  can  be  held  to  blame  for  a 
botched  committee  job  that  one  man 
could  have  performed  satisfactorily. 

—Russell  Raker 


Tho  leason  why  the  race  of  man 
movf  3:owly  is  because  it  must  move 
all  ty^fether.  —Thomas  B.  Reed 


One    rooster    can't    help    another 
scratch  the  same  piece  of  ground. 

—African  Proverb 


Three  helping  one  another  bear  the 
burden  of  six.        —George  Herbert 


B.  C.  FORBES 

Large-scale  success  today  is 
spelled  "Teamwork."  The  suc- 
cessful teamivorker  doesn't 
wear  a  chip  on  his  shoulder; 
he  doesn't  look  for  slights;  he 
is  not  constantly  on  the  alert 
lest  his  "dignity"  he  insulted. 
He  puts  the  good  of  the  house, 
the  firm,  the  institution,  the 
company  first.  To  him  it  is  the 
big  machine,  and  the  business 
of  each  and  all  is  to  gear  it  up 
efficiently,  to  leave  nothing  un- 
done to  bring  about  the  fullest 
and  best  results.  And  if  the 
whole  prospers,  he,  as  an  ac- 
tive, effective,  progressive  part 
of  it,  tvill  prosper  with  it. 


Find  out  where  you  can  render  a 
service,  and  then  render  it.  The  rest 
is  up  to  the  Lord.         — S.  S.  Kresge 


Man  is  much  more  sensitive  to  the 
contempt  of  others  than  to  self-con- 
tempt. — Friedrich  Nietzsche 


Let  none  presume  to  wear  an  un- 
deserved dignity.  —Shakespeare 


'  Save  possibly  in  education  effects, 
cooperation  can  produce  no  general 
results  that  competition  will  not  pro- 
duce. —Henry   George 


Undertake  not  what  you  cannot 
perform,  but  be  careful  to  keep  your 
promise.  —George  Washington 


Success  breeds  success  because  ev- 
erybody wants  to  aid  the  successful, 
thereby  fulfilling  a  law  of  nature. 

—William  Featheb 


Prosperity  is  the  surest  breeder  of 
insolence  I  know.  —Mark  Twain 


The  only  gracious  way  to  accept  an 
insult  is  to  ignore  it;  if  you  can't  ig- 
nore it,  top  it;  if  you  can't  top  it, 
laugh  at  it;  if  you  can't  laugh  at  it, 
it's  probably  deserved. 

—Russell  Lynes 


Let  us  be  brothers— or  I'll  cut  your 
throat. 

— ECOUCHARD  LeBRUN-PiNDARE 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $6.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  (Sales 
tax:  New  York  State,  from  3%  to 
6%;  New  York  City,  6%.) 


A  Text . . . 


Sent  in  by  Paul  Beam,  Kenmore, 
N.Y.  What's  your  favorite  text? 
The  Forbes  Scraplx>ok  of  Thoughts 
on  the  Business  of  Life  is  pre- 
sented to  senders  of  texts  used. 


They  helped  every  one  his  neighbour; 
and  every  one  said  to  his  brother.  Be 
of  good  courage.  —Isaiah  41:6 
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^^VK*  Jf>3  ^mT^    - 


JUL  1 6 


Who  Owns  the  Oceans'  Treasures  ? 


More 
businessmen 
ought  to  be  treated 
like  cattle. 


When  the  average  American 
Hereford  steps  on  the  train,  the 
value  of  his  insurance  is  as  current 
as  the  last  pound  he  gained. 

When  the  average  American 
businessman  steps  out  on  company 
business,  the  value  of  his  insurance 
probably  hasn't  been  upgraded 
since  the  day  he  got  it.  If  he 
got  it  at  all. 

At  CNA,  we  don't  think 
any  corporation  should  risk 
unsophisticated  travel  insurance 
for  their  people.  (So  many  more 
businessmen  are  traveling  now.) 
That's  why  we  recommend  our 
Group  Travel  Accident  coverage. 
It's  as  current  as  the  changes 
in  your  company. 

For  example,  we've  made 
a  lot  of  our  coverage  automatic. 

Like  insuring  the  businessmen 
you  didn't  expect  to  be  traveling 
for  you. 

Like  insuring  businessmen 
you  acquired  through  a  merger 
or  an  acquisition. 

And  we've  sophisticated 
what  we  cover. 

If  you  have  men  assigned 
to  a  hazardous  area, 
including  a  war  zone,  we'll 
insure  them.  If  we've 
made  arrangements  with 
you  beforehand,  we'll  do  it 
automatically. 


Some  companies  won't  insui 
that  kind  of  risk. 

But  CNA  does  a  lot  of  thin 
other  companies  don't. 

Contact  your  agent.  Or  write  tc 
for  a  CNA  Travel  Exposure  Analysi 

Keeping  your  employees'  travel' 
insurance  as  current  as  cattle's  is  th 
least  we  can  do. 

Have  it  your  Wc^' 

*'  C/\//k  /insurance 


£ 


*'C/\ffK /insurance 
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IBM  360,  meet  your 

new  friend/  the  Victor  800 

terminal  computer. 


Meet  the  most  intelligent 
erminal  of  this  computer 
generation— the  Victor  800 
:elecommunications  terminal. 

And  not  just  compatible  with 
the  IBM  360.The  Victor  800 
works  with  all  major  computer 
systems— IBM,  Univac,  RCA, 
GE,  Honeywell  or  Burroughs. 

These  major  systems  can 
waste  more  than  half  their 
expensive  time  performing 
functions  too  simple  for  their 
brain  power,  or  waiting  for  slow 
input,  or  correcting  needless 
errors,  or  in  idle  back-up 
duplication. 

TheVictor  800  solves  all 
these  costly  problems, 
because  it's  a  computer 
in  its  own  right,  a  computer 
or  computers. 

It  gives  you  cleaner, 
computer-ready 
information  by  acting  as  a 
check  on  all  data  before 
it  enters  your  central 
system. 

It  can  send  data 
more  quickly,  so 
your  big  computer 
doesn't  sit  around 
ivaiting  for  it. 

It  does  the 
iusy  work  that's 
5xpensive 
Dn'a  big 
computer 


but  cheap  on  a  small  one. 

And  it  gives  a  large 
computer  built-in  back  up.  If 
your  central  computer  goes 
down,  the  terminals  stay 
operational.  So  you  probably 
won't  need  a  back  up  computer 
in  your  central  system. 

Victor  also  offers  the  widest 
choice  of  peripheral  units- 
numeric  and  alphanumeric 
keyboards,  serial  printer, 
80-column  punched  card  in  and 
out,  paper  tape  in  and  out,  edge- 
punched  card  in  and  out,  and 
magnetic  tape  cassette.  Multiple 
Victor  800  computers  can  be 
interconnected  via  direct  cable 


or  data  set  to  computer 
compatible  magnetic  tape. 

Best  of  all,  it  grows  as  your 
needs  grow,  thanks  to  an 
exclusive  modular  construction 
system. 

It  makes  the 
Victor  800  so 
flexible,  you  can 
use  it  as  a  data 

terminal,  as  a  data  collectior? 
device,  or  as  a  free  standing 
computer  for  billing, 
receivables,  payables, 
inventory  and  payroll. 

And  it's  a  proven  system, 
with  more  than  10,000  units  in 
operation  around  the  world. 

For  more  details  than  we 
can  offer  here,  write  us  today. 

Victor  Comptometer 
Corporation,  EDP  Division, 
3900  N.Rockwell  Street, 
Chicago,  Illinois  60618. 

VICTOR 
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AN  AMAZINGLY  RAPID  AND  EFFECTIVE  NEW  WAISTLINE  REDUCE 

TAe  incredible  Wep^ 

SAU  NA  BELT 

GUARANTEED  TO  TAKE  FROM  1  TO  3  INCHES  OFF  YOUR 
WAISTLINE  IN  JUST  3  DAYS  OR  YOUR  MONEY  REFUNDED! 


SAUNA  BELT— the  first  really  new  Idea  in  slenderizing  in  years  produces  sensationally  rapid  results  in  reducing  the  waistline— for 
men  or  women  — and  without  the  need  for  any  weight  loss.  Unbelievable  results  like  these— results  which  speak  for  themselves: 

MR.  VAUGHN  GREGORY:  "/  used  the  Sauna  Bell  three  days  in  a  row,  twenty  minutes  each  day  and  lost  3  inches  on  my  waistline  and  2 
inches  on  my  abdomen." 

MR.  V.  BELASCO:  "All  of  my  trousers  had  become  too  tight  around  the  waist.  I  used  the  Sauna  Belt  for  about  an  hour  one  evening  and 
lost  almost  2  inches  from  my  waist.  The  inches  hare  stayed  off  and  my  clothes  fit  perfectly  now." 

MR.  JACK  VINCENT:  "/  used  the  remarkable  Sauna  Belt  for  a  2-week  period  and  reduced  my  waistline  nearly  5  full  inches.  My  appear-' 
ance  is  100%  improved." 


1 


WHAT  IS  THIS  SENSATIONAL  NEW  "SAUNA  BELT"?  The  Saun 
completely  different  from  any  other  so-called  "waist  reducing  b 
directly  against  the  body,  and  then  by  use  of  the  special  tube  pro 
belt  is  inflated,  it  will  tighten  itself  around  your  waist  and  you  will 
out  your  waistline  and  lower  back.  After  the  belt  is  in  place  and  i 
exercises,  specially  adapted  for  use  with  this  remarkable  belt, 
leaving  the  belt  in  place  on  your  waist  for  another  20  minutes  or  s 
to  provide  resistance  to  the  movements  and  to  provide  heat  and  s 
sides— and  when  you  remove  the  belt  — voila!— a  tighter,  firmer 
disappear. 


a  Belt  is  made  from  a  special  non-porous  plastic  material.  It  is 
elt"  on  the  market.  The  Sauna  Belt  is  placed  around  your  waist, 
vided,  the  belt  is  inflated  — just  like  blowing  up  a  balloon.  As  the 
notice  a  snug,  comfortable  feeling  of  warmth  and  support  through- 
nflated,  you  will  then  perform  the  two  'magic'  waistline  reducing 
This  will  take  just  a  few  minutes  and  then  you  will  relax,  while 
o.  That  is  all  there  is  to  it.  This  inflated  belt  is  specially  designed 
upporting  pressure  to  every  area  of  your  waist— back,  front  and 
waistline  from  which  the  excess  inches  are  already  beginning  to 


\ 


t 


1.  Slip  the  belt  around  your  waist  —  in- 
flate— and  you  are  ready  to  do  your  two 
'magic'  waist  reducing  exercises:  5  to 
10  minutes. 


2.  After  your  exercises,  you  simply  re- 
lax for  about  20  minutes  while  keeping 
the  belt  around  your  waist. 


3.  Then  remove  the  Sauna  Belt.  Your 
waist  will  already  feel  tighter  and  trim- 
mer. Many  persons  have  lost  an  inch 
or  more  the  very  first  day. 


HOW  LONG  MUST  I  USE  THE  SAUNA  BELT?  That  depends  on  your  goals— how  many  inches  you  want  to  lose  from  your  waistline 
and  the  rate  at  which  your  body  responds.  Each  person's  body  make-up  is  different,  therefore  the  degree  of  loss  will  vary  with 
individuals.  It  is  recommended  that  you  use  the  belt  for  a  few  minutes  each  day  for  3  days  in  a  row  when  you  first  get  the  belt    /* 


and  then  about  2  or  3  times  a  week  until  you  have  achieved  your  maximum  potential  for  inch  loss.  After  that  for  waistline  y 

maintenance  you  can  use  the  belt  about  twice  a  month  or  as  often  as  you  feel  the  need.  Many,  many  people  lose  an         ^ 

the  least,  but  whatever  speed  and  degree  of  inch  loss  your  particular  metabolism  allows  you  with  this  belt,  /  ^'^ %** «i»^ 

remember  this:  You  must  lose  from  1  to  3  inches  from  your  waistline  in  just  3  days  or  you  may  return  ^■^-t'»<  „\*tt*A 


inch  or  more  the  very  first  day  they  use  the  belt.  There  are  those  who  have  lost  as  much  as  3  inches  on  their  waist- 
lines from  just  one  session  with  this  'magic'  belt.  The  results  from  the  Sauna  Belt  have  been  dramatic,  to  say 


y^ 


.*v* 


the  belt  and  your  entire  purchase  price  will  be  immediately  refunded. 

NOTHING  ELSE  LIKE  IT . . .  AND  THE  PRICE  IS  ONLY  $9.95.  Nothing  else  that  we  have  tested,  y^''*K^'^^^^^t^^'  -^e^*^^ 

nothing  else  that  we  have  seen,  nothing  else  that  we  know  of  can  give  the  sensationally  rapid  /  ^*'^^'»'^*V^X*''*V'^   xv'^^o'*^ 

results  in  reducing  the  waistline  as  does  the  incredible  new  Sauna  Belt.  /'C.«'<^:Jft^f^*t*^"!;^•*^''.<^  VP 

MONEY  BACK  GUARANTEE.  We  are  so  convinced  that  the  Sauna  Belt  is  the  fastest 
est,  most  convenient,  most  comfortable,  most  sensationally  effective  waistline  red 
ever  discovered  that  we  offer  this  unconditional  Money  Back  Guarantee:  Man  or 
woman,  if  your  waistline  is  not  1  to  3  inches  smaller  after  using  the  Sauna  Belt  for    / 
only  3  days,  you  may  simply  return  the  belt  to  us  and  your  money  will  be  /"^^^ 
refunded  promptly  and  without  question.  So  if  you  want  a  trimmer,  slim- 
mer, firmer,  tighter  waistline  and  you  want  it  now  — send  for  your  Sauna 
Belt  today  and  discover  what  a  remarkable  difference  it  can  make       V 


VJ'^' 


->^t«^fS<V^- 


/   sv^ 


in  the  way  you  look  and  the  way  you  feel.  It  will  be  the  best 
investment  in  your  appearance  you  will  ever  make. 

'  "AUNA  BELT  INC.  1970,  P.  O.  BOX  3984,  SAN  FRANCISCO,  CA  941 19 
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We're  midshipmen,  mister. 


'\\ 


Here  is  a  World  War  II  cargo  ship  quietly  slipping 
out  of  obsolescense,  bound  for  friendlier  territory  .  .  . 
containerization. 


Our  midshipmen  then  join  a  1  10  ft.  mid-section  to 
the  salvaged  ends. 


The  crew  of  our  Maryland  Shipbuilding  and  Dry- 
dock  facility  cuts  her  in  two.  1,800  tons  of  scrap  steel 
and  equipment  are  removed. 


Here  is  the  ex-World  War  II  cargo  ship,  her  shake- 
down cruise  behind  her,  ready  to  take  on  anything. 
In  containers. 


One  of  the  largest  yards  south  of  Hatteras  is  also  a  Fruehauf  facility:  Jacksonville  Shipyards,  Inc. 

It  repairs  ships  you'd  swear  couldn't  be  repaired. 
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Side  Lines 


Why  Our  Statistical  Editor  Gave  Up  Cigars 

It's  FEEDING  TIME  again  for  the  Forbes  computers.  Our  Second  An- 
nual Directory  Issue  is  little  more  than  two  months  away.  The 
computers'  big  master  tapes  are  spinning  fast,  gobbling  up  a  torrent 
of  data  keypunched  on  stacks  and  stacks  of  80-column  cards. 

The  speed  of  the  computers  makes  it  look  easy,  and  certainly  the 
speed  is  vital:  Without  it,  we  couldn't  do  the  tabulating  job.  But 
as  is  always  the  case  with  computers,  what  comes  out  can't  be  any 
better  than  what  goes  in.  It's  the  going-in  that  is  neither  easy  nor  fast. 

The  Directory  Issue,  a  new  (as  of  1969)  service  to  businessmen  and 
investors,  is  not  just  a  magazine:  It's  a  basic  reference  work  on  who  is 
who  and  who  is  how  big  among  U.S.  corporations. 

To  pick  the  500  biggest  companies  in  each  of  our  categories,  we 
have  to  pore  through  the  figures  on  some  2,000  corporations,  ending 
up  with  about  1,000  cards,  each  one  carrying  a  great  deal  of  data  on 


Sfafisf/cs  boss  Popp  wifh  staffers  Jerry  Fischer  and  Hamid  Abiola. 

an  individual  corporation.  This  must  be  done  by  humans,  because  it's 
almost  impossible  to  program  a  computer  to  analyze  2,000  individual 
annual  reports  so  that  they  can  yield  data  that  is  consistent  for  our 
purposes.  Then  our  statistical  staff  must  follow  this  up  with  hundreds 
of  telephone  calls  and  countless  huddles  with  writers  and  editors  who 
knovv  the  companies  concerned. 

Our  statistical  editor,  Don  Popp,  takes  his  work  seriously.  So  seri- 
ously that  when  the  editors  tell  him  what  they  want  out  of  a  special 
statistical  issue,  he  replies:  "It's  impossible.  You're  asking  too  much. 
But,  okay,  I  can  do  it."  To  get  in  fighting  trim  for  the  task,  Popp 
made  a  sacrifice.  A  small  man,  given  to  smoking  large  cigars,  he  quit 
smoking.  Who  says  hard  work  isn't  good  for  a  man's  health? 

No  question  about  it  though:  Popp  does  have  an  added  burden 
this  year.  In  last  year's  May  15  Directory  Issue  we  drew  the  dimen- 
sions of  American  business  from  four  perspectives:  the  Top  500  com- 
panies by  sales,  by  earnings,  by  assets  and  by  market  valuation.  But 
in  this  business,  like  every  other  one  we  know,  you  can't  rest  on 
your  laurels.  So  this  year  we're  adding  a  fifth  dimension:  the  Top 
500  by  a  brand-new  measure,  one  we  think  you'll  find  interesting 
when  you  see  the  issue.  And  we're  also  having  a  look  at  the  misty 
world  of  privately  funded  research  and  development  expenditures. 

We  believe  the  extra  effort  pays  off.  We're  proud  that  The  New 
York  Times  Almanac  for  1970  cites  the  Forbes  Directory  Issue  as  its 
source  for  data  on  American  corporations.  And  that  it  is  cited  through- 
out the  year  in  speeches,  in  advertisements,  in  company  memos.  ■ 


For  a  city  where  you 
can  tee~off  almost  any 
day  of  the  year... 


there's 

Columbus, 

Georgia. 


Seldom  is  there  a  day  when 
you  can't  tee-off  at  one  of  the 
many  golf  courses  in  and  around 
Columbus.  (Or  cast  into  one  of 
the  many  excellent  fishing  spots.) 
Columbus'  year-round  climate 
lets  you  spend  time  outdoors 
every  day.  This  provides  more 
balanced  activities  for  employees. 
And  leisure-time  hobbies  build 
employee  morale. 

When  you  start  thinking  about 
a  new  plant-site  location  .  .  , 
think  about  Columbus,  Georgia. 


Take  the  6C  tour .  .  . 

spend  SIX  cents  and  mail  this  coupon.  Our  36- 
page  brochure  shows  how  Columbus  can 
contrrbute  to  your  company's  expansion  plans. 
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CHARLES  F.  HEATH 
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FOREIGN 


Winning  Hand 

Cyprus  Mines  Corp.,  through  its 
majority-owned  Canadian  subsidi- 
ary Anvil  Mining,  has  built  a  new 
town  in  the  Yukon  named  Faro, 
after  the  card  game  popular  dur- 
ing the  Klondike  gold  rush  of  the 
1890s.  Faro  the  town  already  has 
some  1,500  inhabitants,  and  is  the 
territory's  second-largest  town  after 
Whitehorse.  Cyprus  Mines  offi- 
cials say  the  project  will  cost  $100 
million,  but  they  expect  the  value 
of  the  lead,  zinc  and  silver  that  will 
be  produced  at  this  single  site  to 
exceed  in  value  all  the  gold  mined 
in  the  original  gold  rush  days. 

Vive  /e  Merger 

The  U.S.  is  not  the  only  coun- 
try that  has  been  gripped  by  the 
merger  fever.  France  recently  an- 
nounced a  record  1,800  mergers 
in  1969.  One  reason  is  that  the 
Common  Market  is  increasingly 
encouraging  multinational  corpo- 
rate tie-ups,  as  typified  by  Fiat's 
purchase  of  15%  of  France's  Citro- 
en. But  another  reason  is  Euro- 
pean fear  of  takeovers  by  American 
companies. 


BUSINESS 


Dubious  Record 

The  year  1969  was  a  record 
year  for  the  over-the-counter  se- 
curities market— but  unfortunately 
on  the  down  side.  More  than  1,400 
OTC  stocks  dropped  by  50%  or 
more  and  only  76  advanced  that 
much,  according  to  a  survey  by 
Over-the-Counter  Securities  Re- 
view. This  almost  reversed  the  fig- 
ures from  the  speculative  days  of 
1968,  when  1,300  issues  gained 
50%  and  only  100  declined  by  that 
much.  The  highflier  last  year  was 
Nation-Wide  Auto  Auction,  which 
jumped  from  3  to  43.  The  booby 
prize  went  to  Allen  Electionic  In- 
dustries, which  fell  from  $2.62/2 
to  12;^  cents,  or  95%. 

Glittering  Prospect 

Anyone  want  to  tiade  gold  on 
U.S.  commodity  exchanges,  may- 
be in  about  five  or  six  years?  The 
House  Subcommittee  on  Interna- 
tional   Exchange    and    Payments, 


during  its  recent  hearings,  heard 
a  witness  suggest  that  U.S.  citizeirs 
be  allowed  to  buy  gold.  Chairman 
Henry  S.  Reuss,  a  Democrat  from 
Wisconsin,  answered  most  encour- 
agingly, "The  suggestion  certainly 
does  not  bother  me,  and  the  world 
may  well,  in  my  judgment,  be 
ready  for  a  repeal  of  the  'No  U.S. 
citizen  may  buy  gold'  law  of  1934." 

His  Honor  the  Salesrr^an 

One  of  the  biggest  single  jobs  a 
state  governor  has  to  do  these  days 
is  industrial  selling.  For  example, 
Governor  Dewey  F.  Bartlett  of 
Oklahoma  figures  that  he  spends 
20%  of  his  time  telephoning  or  call- 
ing directly  on  captains  of  industry. 
But  he  likes  the  results:  an  esti- 
mated $242  million  invested  by  in- 
dustry in  Oklahoma  in  1969,  cre- 
ating some  12,000  new  jobs. 

Purple  Paint 

"The  Air  Force  has  developed  a 
special  paint  that  enables  defects 
in  aircraft  parts  to  be  spotted  with- 
out destroying  the  parts.  In  the 
paint  is  a  dye  that  turns  violet  on 
exposure  to  ultraviolet  light.  When 
the  part  is  heated  the  paint  fades 
except  near  the  defects,  which 
fade  at  a  different  rate  and  can  be 
spotted  by  the  contrast.  ■ 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  a 
month  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  D  1  year  $9.50,  D  2 
years  $15,  D  3  years  $19.  Pan-Amer- 
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■ :  RADIAL  REVOLUTION.  We  have 
Ciwn  up.  We  started  it. 

Vay  back  in  1948. 

)o  you  recall?  It  was  the  year  we 
reduced  the  Michelin-X  Radial  Tire. 

v'hat  have  we  been  doing  since  that 
€Dlufion  in  1948? 

esting  and  perfecting,  of  course. 
''  can't  start  something  revolution- 
ir  like  this  unless  you're  prepared  to 
nee  it  work  better  and  better. 

"vv  the  Michelin-X  tire  stands  out 
3  pace-setter,  the  steel  radial 
!i  me  others  have  to  measure  them- 
;<  es  against. 


What  does  this  mean  to  you  In  plain 
simple  facts? 

The  Michelin-X  Steel  Radial  tire  is 
first  of  all  built  for  today's  hi-speed 
turnpike  driving.  Its  revolutionary  radial 
construction  combined  with  the  unique 
steel  safety  belt  beneath  the  tread  vir- 
tually eliminates  dangerous  heat  blow- 
outs and  punctures. 

Michelins  grip  the  road  better  no 
matter  what  the  speed  or  condition  of 
the  surface. 

We  guarantee  in  writing  at  least 
40,000  miles  on  our  Michelin-X  treads. 
Four  to  one  as  compared  to  most 


"ordinaries"  is  not  unusual. 

We're  proud  we  can  make  such  a 
guarantee.  We're  proud  of  our  world 
leadership  in  new  tire  improvements. 

And  we're  even  happy  to  say  it . . . 

We're  proud  we  start  revolutions. 

WRITE  OR   CALL  COLLECT  FOR 
COMPLETE  DETAILS 
ON    OUR    REVOLU- 
TIONARY MICHELIN-X 
RADIAL  TIRES. 

Now  original  equip- 
ment on  the  Lincoln 
Continental  Mark  III. 


WORLD  lEADtRSHIP 
IN  TIRE  INNOVATION 


suarantee  cover*  40.000  mile  tread  life,  defects  In  workmanship  and  materials  and  normal  road  hazards  (excluding  repairable  punctures).  Is  limited  to  free  repair,  or  credit  or  refund  equal  to  oriRinal  purchase 
ipllcd  by  percentage  of  guaranteed  mileage  not  run  (at  Mlchelln's  option),  and  Is  conditioned  upon  use  with  "Airstop"  tubes  (where  applicable)  and  non-commercial  use  on  passenger  car  or  station  wagon." 


l\00   MARCUS  AVE.,  LAKE  SUCCESS,  NEW  YORK  11040  •  516-488-3500 
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Craftsmanship.  Its  what  makes 
a  good  Bourbon  a  great  Bourbon. 

Benchmark  is  made  by  men  who  still  believe 
in  things  like  taking  pride  in  a  day's  work. 
Getting  satisfaction  from  something 
well  done. 

This  kind  of  thinking  makes  a  Bourbon  cross 
the  line  from  good  to  great.  Cross  it  yourself. 
Tonight. 

Benchmark.  Seagram's  Premium  Bourbon. 
"Measure  your  Bourbon  against  it." 


READERS  SAY 


Sei-griBi's  Benchmark  Kentucky  Straight  Bourbon  Whiskey.  86  Ptooi.  Joseph  E.  Seagram  &  Sons,  Louisville,  Ky.     | 
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The  Facts  about  Southern  Peru 

Sir:  In  your  Mar.  1  issue,  you  refer  to 
the  decree  issued  in  Peru  in  September 
1969,  which  required  all  mining  compa- 
nies^.holding  concessions  to  submit  plans 
to  the  government  for  developing  them 
by  the  year's  end  or  have  them  can- 
-  celled.  You  add  editorially:  "Velasco's 
decree  seemed  to  be  aimed  particularly 
at  American  Smelting  &  Refining's  South- 
em  Peru  Copper  affiliate,  which  after  15 
years  had  still  not  made  any  move  to  de- 
velop its  big  Cuajone  concession."  The 
facts  are  these: 

1)  In  April  1964,  Southern  Peru  de- 
cided to  proceed  with  engineering  and 
the  preparation  of  a  feasibility  study  to- 
ward bringing  the  Cuajone  property  in-J 
to  production. 

2)  Drilling  of  the  deposit  for  purposes] 
of  mine  planning  and  general  engineer- 
ing was  accomplished  over  the  next  three  ] 
years  at  a  cost  of  $4  million. 

3)  In  August  1967,  the  company  for- 
mally opened  negotiations  with  Peruvian] 
government  officials  for  a  bilateral  agree-^ 
ment  under  Article  56  of  the  mining 
code.  These  negotiations  were  interrupt! 
ed  with  the  change  in  government  in  Oc 
tober  1968,  but  were  resumed  in  1969 
and  were  well  advanced  at  the  time  oi 
the  decree  under  reference. 

— F.W.  Archibald 
Chairman,  ^ 
Southern  Peru  Copper  CoipJ 
New  York,  N.Yj 

A  Word  from  Big  Steel 

Sir:  I  was  impressed  with  your  cover  ^ 
story  [on  the  steel  industry]  of  Feb.  15.  j 
There  was  one  reference  in  your  story,  - 
however,  which  I  believe  deserves  a  lit- 
tle explanation.  You  contrasted  the  num- 
ber of  headquarters'  employees  of  a  con- 
glomerate   with    those    of    U.S.    Steel,! 
indicating  that  we   appeared   to  have  a' 
comparatively  high  number. 

Contrasting  our  situation  with  that  of ' 
a  conglomerate  is  really  contrasting  twoj 
dissimilar   situations.   There   was   a   time 
when    U.S.    Steel   Corp.    was    a    holdingl 
company.  As  such,  its  headquarters'  staffi 
in  New  York  was  a  fairly  limited  group.  I 
Many  of  our  most  important  subsidiariesj 
have  since  been  merged   into  the  over- 
all   entity.    As    a    result,    subsidiaries   nol 
longer   have   separate   headquarters;    thej 
officers  and  staffs  which  support  the  pro- 
ducing location  of  these  various  mining] 
and  manufacturing  facilities  are  all  con- 
solidated into  the  total  line  and  staff  em- 
ployee group  in  Pittsburgh.  In  addition,) 
[various]    divisions    are    now    located    in] 
Pittsburgh  headquarters.  Also,  the  entire] 
corporation    is    serviced    from    the    Pitts- 
burgh headquarters  by  other  groups  such] 
as    central    engineering,    industrial    engi-^ 
neering,  metallurgical  control,  centralized  j 
accounting  and  many  other  staff  services. 
—Edwin  H.  CottJ 
Chairman, 
U.S.  Steel  Corp. 
Pittsburgh,  Pa. 
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Sir:  To  take  your  excellent  'Steel: 
Signs  of  Springtime?"  article  one  step 
further— the  domestic  iron  ore  industry 
is  ready,  willing  and  able  to  meet  the 
challenge  of  increased  steel  production. 

— An'THONY  J.  TOBTORICl 

Director  of  Public  Relations, 

'  The  Cleveland-Cliffs  Iron  Co. 

Cleveland,  Ohio 

One  Way  to  Solve  the  Problem 

Sir:  On  having  occasion  to  visit  the 
plant  of  one  of  England's  prestige  makes 
of  automobiles,  I  was  informed  that  the 

"managing  director"  regularly  would  take 
a  car  through  the  iron  fence  surrounding 
the  plant  instead  of  through  the  gate. 
Any  car  failing  this  "test"  would  be 
sent  back   for  improvement   of  bumpers 

{Fact  6-  Comment,  Feb.  1).  How  about 
putting  this  into  the  new  bumper  safety 
standards  and  thereby  also  giving  to- 
day's car  owners  the  benefit  of  time- 
saving  shortcuts. 

— Ol.w  Dyrkton 
Port  Hope,  Ont.,  Canada 

Sir:  I  was  told  by  an  automobile  en- 
gineer that  bodies  were  made  purpose- 
ly lighter  so  that  in  a  crash  the  bodies 
would  give  way  and  absorb  shock,  there- 
fore reducing  the  sudden  shock  to  the 
passenger. 

—August  F.W.  Hembold 
Summerville,  S.C. 

Not  So 

Sir:  We  wish  to  correct  a  mistake 
which  appeared  in  your  Feb.  15  article  on 
computer  software  companies.  The  Hart- 
well  &  Campbell  Fund  is  not  now  and 
never  has  been  an  investor  in  Davis 
Computer.  Since  Davis  is  not  yet  a  pub- 
lic corporation,  your  report  could  leave 
the  impression  that  Hartwell  has  taken  a 
venture  capital  or  letter  stock  position  in 
the  company.  Not  true. 

—James  O.  Richards 

President, 

Hartwell  Investor  Services,  Inc. 

New  York,  N.Y. 

You're  Embarrassing  Us 

Sm:  All  of  us  at  the  First  American 
National  Bank  of  Nashville  agree  com- 
pletely with  the  basic  concept  of  the  ar- 
ticle ("Rebel  Moneybags,"  Forbes,  Jan. 
IS*},  which  relates  to  the  impact  of  the 
NLT  Corp.  and  particularly  its  promo- 
tion and  development  of  country  mu- 
sic activities.  We  were  embarrassed,  how- 
ever, by  the  statement  that  the  Third 
National  Bank,  presently  owned  by  the 
NLT  Corp.,  is  the  largest  bank  in  Nash- 
ville with  $568  million  in  assets.  We 
have  assets  of  $629  million. 

— T.S.  Fn-LEBROWN  Jr. 

President, 

First  American  National  Bank 

Nashville,  Tenn. 

Rah,  Rah,  Rah! 

Sm:  Tfiree  cheers  for  your  article  on 
United  Parcel  Service  in  the  Jan.  15  is- 
(Contimted  on  page  80) 


You  don't  have  to  be  big  to  have  brains. 

Tiny  solid  state  devices  in  the  Olympus  35EC 
do  many  things  automatically  that  cameras  twice  ^ 
its  size  can't  do.  Indoor  or  outdoor  exposures,^ 
whether  day  or  night,  sunlight  or  flash; 
all  are  set  automatically.  The  fastest  action 
stopped  electronically  at  l/800th  of  a 
second.  Yet  you  can  take  pictures  with  the  light  from 
one  match  automatically.  The  professional  type 
5  element  lens  delivers  razor  sharp  pictures.  If  you're 
looking  for  a  camera  that  slips  into  your  pocket 
but  is  packed  with  electronic  brains... 
see  the  remarkable  new  Olympus  35EC. 

The  Olympus  35EC 

(Electronic  Compact) 

World's  smallest 

electronic  full  frame 

35mm  Camera. 


OLYMPUS 

Marketed  in  US  A  by  PonderSrBest.  Corporate  Offices;  U201  West  Pico  Blvd.,  Los  Angeles,  Calif.  90064. 


« 

Computer 
Facilities 
Management 

Executive  Report 

ijjis 

PRINCETON 
TIMESHARING 
SERVICES,  INC. 

U.S.  Highway  No.  1 
Princeton,  N.J.  08540 
609/452-7877 

Young  Oil 
Coolers 


cool  turbine- 
powered 
drilling  rigs— 
where  perfect 
performance 
is  critical. 


W 


YOUNG  RADIATOR  COMPANY 

General   Offices:   Racine,   Wisconsin   53403 

ftadialO'S  •  Heal  Exchangers  ■  Oil  Coolers  •  Unit  Heatcfs 
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Questions  for  executives 
concerned  with 
rising  costs  of 
handling  and  distribution. 


If  distribution  and  handling  costs 
are  getting  out  of  hand,  here  are 
some  questions  to  consider. 

•  Are  we  handling  product  without 
adding  value? 

•Would  an  improved  and  more 
effective  layout  simplify  product 
handling? 

•  Does  volume  merit  mechanization 
or  computerized  automation? 

•  Should  we  have  special  or  more 
flexible  storage  or  handling  devices? 

•  Have  we  made  a  thorough  analy- 
sis of  in-  and  off-line  storage? 

•  Can  order  picking  and  truck  load- 
ing time  be  decreased  to  speed  or- 
der delivery? 

•  Could  warehouse  locations  be 
changed  to  reduce  total  inventory 
levels  and  still  give  the  same  or 
better  service? 


•  Do  we  have  too  many  warehouses 
or  too  few? 

•  With  more  efficient  methods  and 
facilities,  could  we  attain  a  better 
balance  in  inventory  levels? 

•  Do  we  have  the  internal  resources 
to  assure  satisfactory  answers  to 
these  questions? 

An  Austin  MATERIAL  HANDLING 
&  DISTRIBUTION  STUDY  can  help 
you  answer  them.  It  is  one  of  seven 
Austin  engineering-economic- 
consulting  services  which  are  an 
important  initial  step  in  a  systems 
approach  to  the  development  of 
solutions  to  plant  facility  problems, 

Austin  specialists  begin  by  analyz- 
ing your  objectives  as  well  as  the 
methods  available  to  attain  them. 
Alternative  solutions  are  carefully 
studied  with  the  aim  of  combining 
all  resources  —  men,  machinery, 
materials,  and  money  —  into  the 


most  effective  answer  to  your  prob- 
lem. This  systems  approach,  based 
on  nearly  a  century  of  service  to 
commerce  and  industry,  produces 
measurable  benefits  in  time,  effort 
and  money  for  Austin  clients. 

AUSTIN  ENGINEERING-ECONOMIC 
CONSULTING  SERVICES 

Facility  Analyses 
Feasibility  Studies 
Plant  Location  Surveys 
Site  Evaluation,  Selection 

and  Planning 
Land  Development  Planning 
Utility  Analyses 
Material  Handling  and 

Distribution  Studies 


I 


Austin  offers  any  or  all  of  these 
services  in  addition  to  its  design, 
engineering  and  construction  serv- 
ices for  industrial,  commercial  and 
institutional  facilities.  For  further 
information,  please  write,  wire,  or 
teletype:  The  Austin  Company, 
3650  Mayfield  Rd.,  Cleveland,  Ohio 
44121. 


THE  AUSTIN  COMPANY 

Designers  •  Engineers  •  Builders 


Construction  financing  available  at  this  time 
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"With  all  thy  getting  get  understanding" 


Fact  and  Comment 


LET  us  PRAY 

That  the  United  States  doesn't  get  itself  loused  up  in  Laos. 


THAT'S   ALL  WALL 

The  teamsters,  lovable  lovers  of  this  Land,  are  current- 
ly waging  a  campaign  in  Chicago  to  organize  those  work- 
ing in  the  brokerage  l)usiness. 

With  so  many  brokers  on  the  ropes,  cost  cutting  has  re- 
duced jobs  and  wages,  though  not  nearly  so  sharply  as 
>rofits.  In  some  cases  profits  have  cither  disappeared 
or  turned  into  the  opposite.   So   those  Jovial   Lads  from 


STREET  NEEDS   NOW 

the   Friendly  Teamsters  have  extended  a  helping  hand. 

Only  before  the  shook-up  employees  of  brokerage  houses 
grab  it,  they  better  looksee  what's  in  that  proffered  paw. 
Razor?  Knife?  Blackjack?  Baseball  bat?  Wrench? 

If  they  think  they  need  help  now,  the  broker  workers 
will  really  scream  Help  when  they  get  hugged  by  the 
Hofia  henchmen. 


MEDICINE  MEN,  HEAL  THYSELVES-QUICK 


At  today's  prices  for  medicines,  doctors  and  hospitals— 
if  the  latter  are  available  at  any  price— only  millionaires 
an  afford  to  be  hurt  or  sick  and  pay  for  it. 

Very  few  people  want  "socialized  medicine"  in  the  U.S. 

But  pre.ssure  for  it  is  going  to  appear  with  the  same 
lurricane  force  as  the  demand  for  pollution  control  if  the 
medicine  men  and  hospital  operators  don't  take  soon  .some 
Draconian  measures  to  heal  themselves. 

A  study  recently  submitted  to  the  Senate  Finance  Com- 
mit,lee  puts  in  black  and  white  what  every  person  who's 
sampled  the  wares  knows. 

At  the  present  rate  of  doctor  fees  and  hospital  costs 
under  Medicare-Medicaid  plans,  the  charges  to  the  states 
and  the  Feds  (us  taxpayers),  we  are  shovelling  in  billions 
of  dollars  with  nothing  but  escalation  in  sight. 

The  staff  report  highlights  a  few  recommendations: 

•  An  advisory  board  of  actuaries  and  under- 
writers would  assist  in  setting  up  a  schedule  of 
fixed  allowances  for  surgical  and  medical  care  for 
each  of  the  nine  regions  in  the  nation. 

•  Establish  a  new  Medicaid  fraud-and-abuse 
unit  that  would  monitor  state  programs. 

•  The  creation  of  an  "incentive  reimbursement" 


system  for  doctors,  hospitals  and  nursing  homes 
so  those  that  provided  the  same  care  less  expen- 
sively would  be  rewarded. 

•  Inform  patients  of  payments  made  to  their 
doctors  to  curb  payments  for  services  not  per- 
formed. 
The  Medical  Association  or  someone  had  better  start 
to  crack  down  on  those  who  are  cheating  on  the  intent 
and  spirit  and  probably  the  letter  of  the  laws  establishing 
Medicare  and  Medicaid.  Hospital  associations  had  better 
start  turning  over  the  operation  of  their  facilities  to  men 
who  are  experienced  in  running  such  businesses  as  motels 
and  hotels. 

Crazy?  Not  at  all.  Prescriptions  for  medicine  and  sched- 
uling in  operating  rooms  .and  all  that  medical  gutstuff  is 
the  staff  doctors'  business.  But  the  business  of  feeding  and 
housing  and  heating  and  bedding  and  plumbing  and  all 
the  rest  of  it  needs  the  businesslike  approach  of  those  in 
the  bedding  business— hoteliers  and  moteliers. 

If  we  do  not  act,  and  very  soon,  the  present  system  will 
have  us  near  broke. 

The  Government,  by  popular  demand,  will  take  over. 
That  can  only  make  the  whole  problem  worse. 
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A  ^on'Critic's  Critique:  POTPOURRI 


Having  spent  numerous  hours  recently  up  in  the  air,  and 
a  week  on  the  water,  I  have  had  a  chance  to  catch  up  on 
some  books. 

Another  Way  of  Living,  by  John  Bainbridge  (Holt,  Rine- 
hart  and  Winston,  $7.95).  An  illuminating  if  too  lengthy 
examination  of  why  Americans  who  live  abroad  live  abroad. 

Fat  City,  by  Leonard  Gardner  (Farrar,  Straus  &  Gi- 
roux,  $5.50).  A  short  novel  as  pungent  and  powerful  and 
as  acrid  as  the  fifth-rate  fighters  and  the  fruit-picking  mi- 
lieu it  deals  with. 

Howard  Street,  by  Nathan  C.  Heard  (The  Dial  Press, 
$4.95).  A  fictional  account  of  ghetto  life  that  is  no  fic- 
tion. Newark's  Howard  Street  is  a  real  street  and  this 
account  is  as  real  as  the  people  who  live  on  it. 

Private  Parts  in  Public  Places,  by  Robin  Cook  (Athe- 
neum,  $4.95).  Most  of  the  time  very  funny.  No  one  can 
depict  the  dead  but  unburied  "tickety  boo"  old-order  Brit- 
ish upper  class  with  classier  satire  than  its  offspring. 

The  Grudge  Fight,  by  John  Hale  (Prentice-Hall,  $4.95). 
Don't  start  this  unless  you've  got  time  to  finish  it. 

The  Peter  Principle,  by  Dr.  Lawrence  Peter  &  Raymond 
Hull  (Morrow,  $4.95).  A  good  point  doesn't  make  a  book, 
but  this  point's  so  good  that  the  book  is  a  bestseller  anyway. 

The  War  of  the  Buttons,  by  Louis  Pergaud  (Walker  and 
Co.,  $5.95).  Sheer  Gallic  delight.  About  a  war  between 
young  lads  of  two  anything-but-bucolic  villages.  The  book 
devastates  the  present  parental  peasants  of  non-Paris, 
France  with  the  same  hilarious  savagery  as  the  warring 
young  factions  do  each  other. 


This  Fabulous  Century  1930-1940,  Volume  4  in  a  fab- 
ulous series  by  the  editors  of  Time-Life  (Time  &  Life  Books 
$7.95).  The  besf  of  its  kind  seen  since  Mark  Sullivan  did 
his  memorable  volumes  Our  Times.  Recent  issues  of  Life 
magazine  itself  have  earmarks  of  a  return  to  the  type'  of 
journalism  these  volumes  depict.  If  they  continue  to  do  so, 
Life  will  be  around  to  bury  its  present-day  pallbearers. 


Art  batch 

American  Painting  of  the  Nineteenth  Century,  by  Bar- 
bara Novak  (Praeger,  $13.95).  A  stimulating  new  per- 
spective on  a  group  of  artists  whose  paintings  enjoy  in- 
creasing status,  increasing  popularity,  increasing  prices. 

Fake!,  by  Clifford  Irving  (McGraw-Hill,  $7.95).  A  fas- 
cinating tale  of  the  greatest  art  faker  of  our  time  and, 
art  experts  and  dealers  the  world  over  hope,  of  all  times. 

KITSCH,  The  World  of  Bad  Taste,  by  Gillo  Dorfles 
(Universe,  $10).  There's  a  book  to  be  had  on  the  subject, 
but  this  ain't  it.  This  is  a  priceless  example  of  book  kitsch. 
Mr.  Dorfles  in  his  writing  shows  all  the  discernment  of  a 
concrete  flamingo  on  a  Kansas  City  lawn. 

The  Discriminating  Thief,  by  David  Leitch  (Holt,  Rine- 
hart  and  Winston,  $5.95).  If  you  cannot  fake  'em  on  a 
multimillion-dollar  scale,  steal  'em.  A  How-To  book. 

The  History  of  Impressionism,  by  John  Rewald  (The 
Museum  of  Modern  Art,  $20).  An  absorbing  chronicle. 
It  makes  one  aware  that  the  famed  Impressionists  were 
people  as  well  as  painters  of  genius. 


FRESH  IMPRESSION 

AMF's  Gott  a  lot  going  for  it  these  days. 


YOUTH 

When  it  comes  to  youth,  marketing  men  these  days  are 
suffering  from  the  damndest  myopia,  self-manufactured 
mystique  that  I've  ever  seen.  'Cause  there  are  so  many  of 
them,  everybody  making  and  selling  things  these  days  aims 
his  pitch  and  product  at  the  young  (no,  that  doesn't  in- 
clude you,  dear  30- year  oldster  and  older) . 

But  unless  you're  making  soda  pop,  souped-up  cars, 
screech  Sounds,  old  military  uniforms,  underground  news- 
papers, pot  festivals,  or  pot  without  the  festivals,  you're 
wasting  a  bundle  pitching  your  wares  at  the  young. 

So  far  as  they're  concerned,  you  and  what  you  make 
or  sell  just  ain't  Where  It's  At;  and  your  attempts  to  cash 
in  on  our  young,  cashless  society  are  as  absurd  from  a 
business  point  of  view  as  they  are  to  the  objects  of  your 


FETISH 

blandishments.  One  of  these  days  somebody  on  Madison 
Avenue  is  going  to  wake  up  to  the  fact  that  the  young 
don't  want— presently— what  we've  got,  and  haven't  got  the 
dough  to  buy  it. 

So,   why  not   aim   at  where   the  market   is?  The  old 
men  of  25  and  30;  the  middle-aged  40s;  the  cats  of  50 
and  60  who've  got  the  Wheel  at  office  and  home   (I'm 
speaking  metaphorically,  dear  wives);  even  those  in  their j 
70s  and  the  toddlers  in  their  80s  have  dough  and  are] 
spending  it  on  the  premise  that  they  may  not  live  for- 
ever.  The  kid— pardon  me,   youth-market  will   grow  up] 
to  be  like  the  rest  of  us  eventually— caught  in  the  glue  of  | 
all  the  things  that  make  life  comfortable. 

Meantime,  as  a  market,  forget  it. 


HE  SITS  TALL  IN  THE  SADDLE 

By  golly,  the  business  community  has  a  hero,  an  ad-  If  the  Nixon  Administration  succeeds  in  slowing  inflation 

miral-able  Captain  of  Industry— Fred  Borch.  effectively,  the  principal  reason  will  be  because  this  warm,] 

The  G.E.  strike  is  settled,  on  terms  that  can  be  lived  with.  brainy  GE  helmsman  is  a  gutsy,  principled  man. 


—Malcolm  S.  Forbes, 

Editor-in-Chief  j 


rRW  discusses  its  seventh  straight 
lecord  year  and  current  outlook. 


E\ery  year  for  the  past  seven  years, 
we've  said  to  our  shareholders, 
TRW  expects  another  year  of 
growth."  And  we're  saying  it 
Again  for  1970. 

Our  confidence  is  based  in  part 
on  our  seventh  straight  year  of 
ecord  sales  ($1.59  billion),  net 
earnings  ($78. 2  million)  and 
earnings  per  share  ($2.36). 

By  anticipating  the  needs  of  its 
Tiarkets,  and  reacting  early,  TRW 
las  grown  at  a  substantially  faster 


rate  than  the  growth  rates  of  each 
of  the  major  markets  it  serves. 

To  continue  its  growth  into  the 
seventies,  TRW  is  applying  its 
capabilities  and  technologies  to  a 
number  of  promising  new  markets: 
information  systems  and  computer 
software  services;  industrial  auto- 
mation; microelectronics  and 
advanced  electronic  systems; 
commercial  satellites;  civil  systems 
arid  environmental  control.  We  are 
also  making  further  penetration  of 


our  long  established  markets  and 
continuing  the  recent  rapid  expan- 
sion of  international  markets. 

For  more  about  the  continuing 
TRW  growth  story,  ask  for  your 
copy  of  TRW's  1969  Annual  Report. 
Write  Charles  R.  Allen,  Vice 
President  and  Chief  Financial 
Officer,  TRW  INC.,  23555  Euclid 
Avenue,  Cleveland,  Ohio  44117. 


TRW  INC..  Cleveland,  Ohio— A  Diversified  Technology  Company  Specializing  in  Products,  Systems,  and  Services  for  Commercial,  Industrial  and  Government  Markets. 
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what  to  do  when  tax  credits  hide 


Many  companies  take  advantage  of  the  investment 
tax  credit  provision  of  the  I.R.S.  code.  However, 
some  benefit  less  than  others,  because  they  haven't 
segregated  the  costs  of  items  that  appear  to  be 
structural  components,  but  actually  qualify  for  credit. 
Pinpointing  these  "hidden"  cost  factors  calls  for 
professional  valuation  counsel  —  a  service  combining 
both  engineering  and  accounting  expertise. 

Assisting  corporate  decision-makers  is  our  business. 


O^y. 


IVEERICAJNT 


The  American  Appraisal  Company,  Milwaukee,  Wisconsin  53201        U.S.A.   ♦  Canada   •  Philippines  •   Brazil   •   France   •   Italy  •  Spain 
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Out  Again,  In  Again 

Once  upon  a  time  Henry  Crown  field  effective  control  of  General 
Dynamics.  He  holds  it  once  again— and  $60  million-plus  besides. 


In  1961,  General  Dynamics  Corp. 
was  almost  insolvent  after  the  col- 
lapse of  its  bid  to  enter  the  commer- 
cial jet  market.  Chicago  capitalist  Hen- 
ry Crown,  who  had  sold  his  Material 
Service  Corp.  to  General  Dynamics  in 
1959  for  S126  million  worth  of  CD 
convertible  preferred  stock,  helped  get 
it  out  of  trouble.  A  few  years  later  CD 
redeemed  the  preferred  which,  if  con- 
verted, would  have  enabled  Crown  to 
vote  about  18%  of  CD's  stock. 

Everybody  was  happy.  Crown  had 
a  big  package  of  cash  for  fresh  in- 
vestments. CD  stockholders  were  en- 
joying a  nice  comeback,  with  Chair- 
man Roger  Lewis,  brought  in  in  1962, 
running  things.  CD's  book  value 
climbed  from  $2  a  share  to  $.32  and 
earnings  from  red  ink  to  the  $5-a- 
share  range;  at  one  point  (1964-65), 
the  price  of  its  stock  tripled  in  less 
than  two  years. 

But  then,  with  defense  cutbacks, 
shipbuilding  losses  and  problems  with 
the  F-111,  General  Dynamics  got 
back  into  trouble  again.  Its  stock  sank 
from    79   in    1967    to   as   low   as    23 


last  year,  earnings  from  $5.16  in  1966 
to  24  cents. 

Re-enter  Henry  Crown. 

Last  year.  Crown  began  to  add  to 
his  holdings  of  CD  common  stock. 
He  picked  up  a  500,000-plus-share 
block  from  the  Dreyfus  Fund.  In  his 
most  recent  purchases,  Crown  had  a 
partner,  a  fellow  Chicago  millionaire, 
grocery  magnate  Nathan  Cummings. 
When  they  were  finished,  Crown  and 
C'ummings  held  about  1.8  million  GD 
shares,  18%  of  the  outstanding. 

What  brought  Crown  back?  There 
isn't  any  mystery  about  that.  Crown 
obviously  was  able  to  pick  up  his  latest 
blocks  for  less  than  book  value,  which 
is  the  way  the  shrewd,  value-minded 
Crown  likes  his  investments.  More- 
over, GD  has  relatively  little  debt  and 
a  good  amount  of  cash.  You  could 
put  it  this  way:  Henry  Crown  once 
owned  the  equivalent  of  18%  of  CD's 
stock,  for  which  the  company  paid  him 
$126  million.  Today  he  has  the  same 
18%,  for  which  he  paid  less  than  half 
as  much— leaving  him  the  other  half 
for  other  investments. 


Crown  of  General  Dynamics 

All  of  which  means  even  more  prob- 
lems for  GD.  Chairman  Lewis  was  giv- 
en a  freer  hand  when  Crown  resigned 
as  a  director  in  1966.  Along  with  five 
associates.  Crown  now  will  go  back  on 
the  board:  In  effect,  he  will  have  near- 
control  of  the  14-man  board.  There  is 
no  other  block  of  stock  even  close  to 
the  size  of  Crown's. 

So,  for  the  second  time  in  a  decade, 
Henry  Crown  is  the  power  behind 
the  throne  at  this  $2.5-billion  (reve- 
nues) defense  contractor.  The  first  time 
Crown  came  in,  there  was  a  change 
of  management,  Lewis  being  brought 
in  from  Pan  American  World  Airways. 

And  this  time? 

Uneasy  lies  the  crown  should  Crown 
disapprove.  ■ 


A  Tale  of  Two  Signatures 


One  writ  bold,  one  writ  small. 


John  Hanxock  signed  the  Declaration 
of  Independence  in  a  bold  hand— large 
and  clear.  Only  two  months  ago,  Ger- 
hard Bleicken,  57,  became  chairman 
of  the  huge  Boston-based  insurance 
company  bearing  Hancock's  name.  In 
contrast  to  Hancock,  Bleicken  writes 
small,  with  a  diffident  hand. 

Believe  in  graphology  or  not,  the 
contrast  is  significant.  Bleicken  is  a 
cautious  man,  unlike  John  Hancock 
and  unlike  the  man  he  succeeds  as 
boss  of  this  $9.7-billion  company.  The 
man  he  replaced  was  Robert  E.  Slater, 
who  resigned  last  December.  Slater 
took  a  broad  view  of  what  an  insur- 


ance company  should  do  with  the  mon- 
ey entrusted  to  it  by  its  policyholders. 
At  the  time  Slater  ascribed  his  resig- 
nation to  "developing  differences  in 
view  affecting  company  policy"  be- 
tween him  and  the  directors.  By  this 
he  is  said  to  have  meant  that  he  want- 
ed to  venture  more  into  real  estate, 
the  ghettos  and  mutual  funds. 

Bleicken  doesn't  think  of  his  stew- 
ardship in  terms  of  social  responsibili- 
ties. He  says,  "First  of  all,  we're  an  in- 
surance company  in  the  insurance 
business,  and  we're  not  forgetting  it. 
And  Frank  Maher,  who  will  work  hand 
in  hand  with  me  as  head  of  sales,  feels 


the  same  way.  Isn't  that  right,  Frank?" 
Frank  Maher  quickly  agrees. 

Gerhard  Bleicken  also  isn't  sure  that 
John  Hancock  should  be  in  mutual 
funds  as  much  as  its  present  $13  mil- 
lion or  that  it  should  invest  further  in 
this  area.  Bleicken  does  see  a  great  fu- 
ture in  mortgage  financing.  But  the 
emphasis  is  on  future:  "For  garden- 
type  apartments  when  the  boom 
comes."  He  strongly  disagrees  with  the 
idea  "that  in  the  ghetto  areas  private 
enterprise  can  act  like  and  take  over 
the  function  of  government." 

Under  Bleicken,  John  Hancock  is 
firmly  wedded  to  the  "prudent  man 
theory."  John  Hancock,  rebel,  smug- 
gler, pirate,  governor  of  Massachusetts, 
was  no  prudent  man.  But  then  he  wrote 
his  name  big  and  bold— and  helped 
launch  a  mighty  revolution,  the  Amer- 
ican Revolution.  ■ 
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What  Makes  Telex  Red  Hot? 

Fancy  accounting  and  money  deals?  Or  ad- 
vanced products  and  shrewd  marketing? 
The  probable  answer  is.-  a  little  of  each. 


Telex  Corp.  of  Tulsa,  Okla.  is  a  cor- 
porate pigmy  with  only  about  $4.5 
million  in  plant  and,  currently,  $50 
million-plus  in  sales.  Some  of  its  vol- 
ume is  in  highly  glamorous  products, 
but  some  also  is  from  highly  prosaic 
items.  The  most  exciting  of  Telex'  new 
products,  computer  disk  pack  drives, 
are  manufactured  by  somebody  else. 
Its  stock  recently  had  a  market  value 
of  over  $300  million— 50  times  project- 
ed fiscal  1970  earnings.  Most  account- 
ants feel  that  these  earnings  are  partly 
borrowed  from  the  future. 

Yet,  in  last  year's  weak  market  Tel- 
ex shot  up  nearly  300%  on  the  Amex 
from  28)4  to  IIH,  outpacing  every 
other  stock  on  the  Amex  or  the  Big 
Board  for  most  of  the  year.  Total  turn- 
over was  6  million  shares,  though  un- 
til December  there  were  only  1.7  mil- 
lion shares  outstanding,  nearly  half  of 
it  closely  held  by  insiders  and  institu- 
tions. Since  moving  to  the  Big  Board 
Jan.  12,  Telex  has  been  on  the  most 
active  list  almost  every  week,  climbing 
as  high  as  159,  dropping  to  122,  then 
rising  to  132  early  this  month. 

What's  all  the  excitement  about? 
It's  about  a  company  whose  history 
is  a  checkered  one— to  say  the  least. 
Only  five  years  ago  Telex  was  falling 
apart.  Started  as  a  tiny,  family-owned 
Minneapolis  maker  of  hearing  aids. 
Telex  first  gained  public  note  in  1959 
when  it  was  bought  by  a  group  of 
Minnesota  businessmen  led  by  Arnold 
J.  Ryden,  one  of  the  founding  group 
of  Control  Data,  who  later  left  and/or 
was  fired  from  CD.  Ryden  was  also 
president  of  Midwest  Technical  De- 
velopment Corp.,  an  ill-starred  ven- 
ture capital  outfit.  Telex  was  one  of 
a  dozen  or  so  small  firms  in  Mid- 
west's stable. 

Ryden  took  Telex  public  and  merg- 
ed into  it  half  a  dozen  small  elec- 
tronics firms.  It  soared  as  high  as  41, 
then  plunged  to  four  when  Ryden 
and  17  other  Midwest  officers  and  di- 
rectors were  later  charged  by  the 
Securities  &  Exchange  Commission 
with  misusing  Midwest  for  personal 
gain.  In  early  1962  dissident  stock- 
holders replaced  Ryden  as  chainnan. 
The  new  management  made  little 
headway.  Ryden  tried  to  regain  con- 
trol, but  was  beaten  ofi^  in  a  bitter 
proxy  fight. 

Telex  then  was  taken  over  by  an 
obscure  Tulsa  businessman,  Roger  M. 
Wheeler.  In  1965  he  became  chair- 
man, chief  executive  and  the  largest 
single  stockholder  in  the  company. 
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To  run  the  company,  Wheeler 
brought  in  as  president  Stephen  J. 
Jatras,  then  40,  just  Wheeler's  age. 
Jatras  had  graduated  in  electrical  en- 
gineering at  Carnegie  Tech,  had  taken 
an  advanced  degree  at  MIT,  and  had 
risen  at  Lockheed  Electronics  to  be- 
come vice  president  and  general  man- 
ager of  the  military  systems  division. 

Since  the  arrival  of  Wheeler  and 
Jatras,  Telex'  per-share  earnings  more 
than  doubled  to  96  cents.  In  the  fis- 
cal nine  months  to  last  Dec.  31,  they 
leaped  almost  220%  to  $1.89  on  a  59% 
revenue  gain  to  $39  million.  In  the 
December  quarter  alone,  a  75%  reve- 
nue jump  yielded  a  376%  leap  in  net 
over  fiscal  1968.  And  the  stock  has 
become  hot,  very  hot. 

Loaves  and  Fishes? 

Telex'  boosters  claim  that  today's 
company  should  not  be  judged  by  its 
spotty  past.  They  say  its  sudden  re- 
surgence springs  from  a  complex  set 
of  financial  and  marketing  moves  by 
Wheeler  and  Jatras,  plus  the  direct  or 
indirect  involvement  of  some  of  the 
shrewdest  financial  operators  aroimd. 

Telex  cannot  be  accused  of  seeking 
publicity.  It  has  no  public  relations 
man,  and  Chairman  Wheeler  trea- 
sures his  privacy.  It  has,  however, 
been  most  active— and  successfully  so 
—in  communicating  directly  with  the 


Tape  Drives  put  Telex  in  the 
booming     EDP     aftermarket. 


financial  community.  Several  broker- 
age houses  close  to  the  company 
(among  them  New  York's  Black  &  Co., 
L.F.  Rothschild  &  Co.  and  F.S.  Smith- 
ers  &  Co.)  have  issued  glowing  confi- 
dential reports  to  their  institutional 
clients;  voluble,  persuasive  President 
Stephen  Jatras  often  talked  to  these 
institutional  clients. 

When  Wheeler  and  Jatras  took 
over.  Telex  was  a  minor  maker  of 
.  electronic  products  ranging  from  hear- 
'ing  aids  to  oscillographs.  Viking  and 
Magnecord  brand  tape  recorders,  Tel- 
ex-Phonola  radio-phonographs,  pri- 
vate-label hi-fi  equipment  and  periph- 
eral computer  gear.  It  still  is. 

But  now  Telex  is  also  in  the  re- 
placement market  for  IBM  tape  drives, 
offering  its  own  compatible  equip- 
ment. Like  stocky  telephone  booths, 
tape  drives  (see  picture)  are  prosaic- 
looking  machines  on  which  the  reels 
of  sensitized  tape  are  used  to  impart 
information  to  computers  and  store 
the  computed  result.  But  they  com- 
prise a  huge  market.  "The  current 
population  of  tape  drives  [three- 
fourths  of  which  are  IBM's]  runs 
about  150,000  to  160,000,  worth 
about  $5  billion,"  says  Jatras.  "About 
2,000  new  tape  drives  go  into  use 
each  month." 

Taking  on  IBM  was  a  big  gamble. 
Previously  Telex,  like  Potter  Instru- 
ments and  others  in  the  field,  jl)ad 
played  it  safe  by  selling  tape  drives 
only  as  original  equipment  on  other 
makers'  computers.  But  Telex  could 
claim  an  improvement:  a  patented 
method  of  transporting  the  tape  on  a 
cushion  of  air,  achieved  by  forcing 
air  through  a  porous,  rotating  wheel. 
This  lessened  friction  on  the  tape  and 
increased  its  longevity. 

Perhaps  more  important.  Telex  of- 
fered to  sell  its  tape  drives  at  20%-50* 
less— or  lease  at  10%- 15%  less— than 
IBM  as  replacement  equipment  for 
IBM  machines. 

By  mid-1966  Telex  had  placed  sev- 
eral tape  drives  on  tiial  with  du  Pont 
(they  were  later  made  permanent) 
as  replacement  for  IBM  equipment. 
Then  Lockheed— Jatras'  old  stamping 
ground— took  several  and  is  today  one 
of  Telex'  biggest  customers.  By  1968 
Telex  was  able  to  set  up  a  sales  and 
service  organization,  now  in  21  cities, 
to  handle  its  tape  drives.  This,  claims 
Jatras,  is  something  that  no  other  in- 
dependent tape  drive  maker  has  been 
able  to  do  up  to  this  time. 

Impressixe?  Of  course.  But  this 
not  the  kind  of  activity  that  create 
fast  profits.  Yet  one  reason  for  Telex^ 
being  a  hot  stock,  however,  is  the  ex- 
cellent  earnings   progress    under   the 
current  management.  Where  did  the 
progress  come  from?  In  part  from  ac- 
counting methods.   By   using   the  "fi- 
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nancing  method,"  each  lease  of  a 
Xelex  tape  drive  is  considered  an  im- 
mediate sale  even  though  the  rental 
term  may  be  five  years.  This  is  per- 
fectly legitimate  accounting.  It  is  not 
conser\  ativ  e  accounting. 

For  one  thing,  most  such  leases  are 
renewable  yearly,  and  most  Telex 
drives  are  out  on  rental.  Therefore, 
this  accounting  method  borrows  from 
the  future,  because  lease  cancellations 
could  wipe  out  not  only  future  profits, 
but  also  those  that  have  been  already 
reported. 

Jatras,  Wheeler  et  al  have  set  about 
minimizing  the  risks  of  leasing  through 
a  series  of  complex  financial  deals. 
In  fact,  some  of  the  biggest  jumps  in 
Telex  stock  last  year  came  soon  after 
the  announcement  of  each  deal.  Last 
April,  for  example.  Telex  announced 
it  was  selling  "substantially  all"  of  its 
tape  drives  already  out  on  lease  to  a 
subsidiary  of  Transamerica,  the  San 
Francisco  financial  conglomerate.  Tel- 
ex got  S5  million  cash  for  the  ma- 
chines, which  Telex  will  continue  to 
service.  Once  Transamerica  recovers 
hom  lease  revenues  its  investment  in 
a  machine,  it  will  share  with  Telex 
any  further  income.  This  means  Telex 
will  show  immediate  profits.  Future 
profits,  however,  will  be  less  than  they 
would  have  been  had  Telex  retained 
the  leases. 

At  almost  the  same  time  Telex 
signed  a  SlO-million  deal  with  New 
York's  Hudson  Leasing  Co.  to  finance 
all  tape  drives  shipped  from  that  point 
on.  Under  this  deal.  Telex  immediate- 
ly recovers  more  than  its  production 
costs,  and  it  shares  in  leasing  profits 
with  Hudson;  it  has  thus  halved  its 
former  risk  if  the  lease  is  not  imme- 
diately renewed.  Again,  the  ultimate 
profit  potential  has  been  reduced. 

Hudson  Leasing  is  the  brainchild 
of  Sam  Lunt,  a  financial  free-wheeler 
who  operates  out  of  Buffalo,  N.Y.  and 
Boca  Raton,  Fla.;  international  banker 
Ezra  Zilkha,  with  connections  every- 
where; and  Lunt's  old  associate, 
Charles  Allen  (Syntex,  CFI  Corp.  and 
otffer  like  situations).  Set  up  in  1961, 
Hudson  has  branched  all  over  the 
leasing  lot,  but  of  late  has  begun  to 
favor  the  computer  field.  A  Hudson  di- 
rector, Jarvis  Slade  of  New  York  Se- 
curities, became  a  director  of  Telex  in 
1968.  New  York  Securities,  Allen  & 
Co.  and  S.D.  Lunt  &  Co.  have  just 
registered  a  $15-million  Hudson  pub- 
lic offering.  One  of  the  reasons,  ac- 
cording to  Jatras,  is  to  enable  Hudson 
to  commit  another  $10  million  to  Tel- 
ex. The  sum  total  of  all  these  moves 
is  to  enable  Telex  to  tap  outside  pools 
lof  capital  beyond  what  the  little  com- 
pany could  tap  on  its  own. 

Telex  is  now  trying  the  same 
scheme     on     a     close-to-$100-million 


Self-Made.  A  printer's  son. 
Telex  Chairman  Wheeler 
(bottom)  is  now  worth  nearly 
$60  million,  including  inter- 
ests  in  oil  and  magnesium 
processing.  President  Jatras 
(top)  once  taught  school;  he 
has  become  a  multimillion- 
aire  through   Telex   options. 


scale  with  its  newest  product,  disk 
pack  drives.  Like  tape  drives,  these 
are  computer  peripheral  devices,  but 
they  differ  in  how  they  store  and  re- 
trieve data.  Tapes  do  a  job  sequential- 
ly, meaning  that  it  may  be  necessary 
to  go  the  full  length  of  a  tape  to 
reach  one  bit  of  data. 

•  A  disk  pack,  by  contrast,  consists 
of  a  series  of  disks  spinning  on  a 
common  vertical  axis,  like  a  multi- 
story phonograph  record.  On  a  disk 
pack  drive  machine  the  magnetically 


coated  surfaces  of  each  disk  are  ex- 
posed to  '"write"  and  "read"  heads 
that  move  rapidly  across  its  radius, 
thus  enabling  the  computer  to  record 
or  retrieve  data  nonsequential Jy  and 
very  quickly.  Jatras  says  the  market  for 
disk  pack  drives  is  going  up  about 
twice  as  fast  as  that  for  tapes  and  will 
take  the  lead  in  about  1/2  years. 

P/ug-fo-P/ug  Profits 

These  disk  pack  drives  are  not  a 
Telex  product.  Telex  last  April  an- 
nounced an  agreement  to  buy  about 
$30  million  worth  from  Infonnation 
Storage  Systems  of  Cupertino,  Calif.,  a 
tiny,  privately  held  firm  set  up  in  late 
1967  by  six  ex-employees  of  IBM's 
tape  and  disk  development  center  at 
nearby  San  Jose.  Information  Storage 
Systems  had  come  up  with  a  disk 
drive  that  is  plug-to-plug  interchange- 
able with  IBM's  2311  model  (report- 
edly bought  from  IBM  by  RCA,  GE, 
Honeywell  and  Univac  for  use  with 
their  own  computers).  More  complex 
disk  drives  are  in  the  pipeline,  and 
Telex  is  undercutting  IBM's  prices  at 
every  turn. 

To  finance  this  new  move,  last  Au- 
gust Telex  announced  commitments 
from  Transamerica  for  $45  million 
and  from  Hudson  for  $50  million  to 
buy  all  the  disk  pack  drives  that  Telex 
leases  to  end  users.  Again,  Telex  gets 
its  sales  price  right  away  as  well  as  a 
piece  of  the  leasing  action  later  on. 
"We  make  a  nice  profit  selling  to 
Transamerica  and  Hudson.  It  is  not  as 
good  a  profit  as  we  get  from  tape 
drives,  which  we  make  ourselves.  But 
it  is  damn  good,"  says  Jatras. 

It  would  almost  seem  as  if  Telex 
had  come  up  with  a  foolproof  way  to 
prosper— and  it  should  continue  to 
seem  so,  at  least  for  a  little  while.  For 
example.  Telex  may  soon  find  a  big 
new  customer  in  financial  partner 
Transamerica,  which  has  just  central- 
ized its  own  data  processing  and,  says 
Jatras,  is  in  the  market  for  tape  and 
disk  drive  replacements.  As  the  his- 
tory of  the  computer  service  compan- 
ies suggests,  one  big  order  can  have 
a  heady  effect  on  the  figures  of  an 
outfit  as  small  as  Telex. 

It  would  be  easy  to  dismiss  Telex 
as  just  another  highly  leveraged  stock 
heated  up  by  fancy  accounting.  True, 
it  is  a  stock  selling  at  a  ridiculous 
multiple;  a  stock  where  the  market  is 
very  thin  and  therefore  intensely  vul- 
nerable to  dumping  by  big  holders. 
It  is  all  of  these.  But  it  is  also  a  com- 
pany doing  some  highly  interesting 
things— both  technological  and  finan- 
cial—on a  small  and  relatively  undilut- 
ed capital  base.  It's  a  dark  horse  in  a 
tough  race  running  against  first-class 
competitors.  But  a  much-better-than- 
average  dark  horse.  ■ 
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,..  But  Not  Out 

Jeeb  Halaby,  new  boss  of  once-proud,  now  deficit-ridden  Pan 
Am,  needs  more  passengers  and  help  from   Washington. 


No  DOUBT  ABOUT  IT,  Pail  American 
World  Airways  is  in  trouble.  The  pio- 
neer international  airline  lost  $25  mil- 
lion last  year,  its  first  deficit  since  back 
in  the  flying-boat  days  of  1930,  and  a 
dismal  comedown  from  its  $72-million 
earnings  of  as  recently  as  1966.  Its 
revenues  grew  less  than  1%  (to  $1.05 
billion)  in  1969,  compared  with  annu- 
al gains  of  better  than  10%  in  earlier 
years.  Other  big  airlines,  though  also 
troubled  by  inflation  and  slower 
growth,  are  doing  relatively  much 
better.  American,  for  example,  earned 
$37  million  last  year,  about  the  same 
as  in  1968,  on  an  8%  gain  in  revenues; 
and  it  even  reported  year-to-year  earn- 
ings gains  for  the  December  quarter 
of  1969  and  for  January  1970. 

What's  worse,  1970  could  be  an- 
other disaster  year  for  Pan  Am.  While 
big  domestic  carriers  will  benefit  from 
the  3%-to-10%  fare  increases  they  got 
last  year.  Pan  Am's  fares  right  now 
are  no  higher  than  they  were  a  year 
ago.  More  important.  Pan  Am  is  los- 
ing business  right  and  left,  and  the 
tiend  may  worsen  this  year  just  as 
the  new  747s  will  substantially  increase 
the  airline's  capacity. 

Pan  Am  estimates  that  increased 
competition  from  scheduled  airlines  in 
the  Pacific  (long  Pan  Am's  most  profit- 
able area)  and  in  Latin  America  cut 
its  1969  revenues  by  $61  million.  This 
year,  as  the  full  effect  of  the  Pacific 


competition  is  felt,  the  bite  will  be 
greater  still.  Besides  that.  Pan  Am  is 
getting  less  business  carrying  troops 
and  cargo  to  Vietnam,  and  supple- 
mental airlines  are  making  great  in- 
roads into  the  Hawaiian  and  European 
tourist  business. 

Complicating  matters,  Pan  Am 
management  has  been  in  a  state  of 
flux  since  founder  Juan  Trippe  retired 
two  years  ago.  As  his  successor,  Trippe 
chose  Harold  E.  Gray,  an  old  buddy. 
Since  Gray  himself  was  due  to  re- 
tire in  1971,  Trippe  designated  Na- 
jeeb  E.  Halaby,  ex-head  of  the  Fed- 
eral Aviation  Administiation  and  a  rel- 
ative Pan  Am  newcomer  (1965),  as 
Gray's  successor.  It  didn't  work.  Last 
November  Pan  Am  directors  made 
Halaby,  54,  chief  executive.  Gray  an- 
nounced he  would  retire  this  spring, 
a  year  before  he  reached  age  65.  Says 
Halaby:  "We're  phasing  out  the  first 
generation  of  Pan  Am  managers." 

yes  Sir,  Ves  tAa'am 

Can  Halaby  revive  the  sick  giant? 
It  isn't  impossible,  but  to  pull  it  off 
he  must  do  two  things:  1)  win  back 
old  passengers  and  successfully  woo 
new  ones;  and  2)  get  more  help  from 
Washington. 

Pan  Am,  probably  because  it  had 
so  little  competition  for  years,  has  not 
given  the  personal  service  other  airr 
lines  have.  "We've  always  emphasized 


dependability  and  technical  service,' 
says  Halaby.  "It  falls  on  present  man- 
agement to  build  a  whole  new  system 
of  service." 

The  airline's  service  reached  bottom 
last  year.  "We  had  a  strike  and  slow- 
downs," says  Halaby.  "Almost  through- 
out the  year  passengers  were  dissuaded 
from  flying  an  airline  that  was  having 
serious  labor  problems.  We  have  a  new 
rnarketing  chief  now  who  has  both 
.  domestic  and  foreign-flag  experience 
tjames  O.  Leet,  ex-president  of  North- 
east Airlines  and  before  that  with  both 
Irish  Air  Lines  and  Pan  Am],  and  we're 
expecting  great  things  of  him."  The 
way  Pan  Am  regained  its  lead  in  the 
transatlantic  market  over  Trans  World 
Airlines,  once  the  August  strike  ended 
{see  chart),  implies  progress  on  both 
service  and  labor  problems. 

Getting  needed  help  from  Pan  Am's 
regulators  may  be  another  type  of 
problem.  It  is  true  that  Congress  re- 
sponded quickly  last  year  to  beat  off 
an  apparent  attempt  by  Resorts  In- 
ternational, a  gambling  outfit,  to  take 
over  Pan  Am.  But  otherwise,  the  air- 
line hasn't  had  many  favors  from 
Washington  recently. 

"The  Government  has  assumed  we 
could  absorb  anything,"  says  Halaby. 
"We've  had  tremendous  inflationary  in- 
creases hit  us,  and  the  Civil  Aeronaut- 
ics Board  puts  additional  carriers  on 
our  routes.  We  can  handle  one,  but 
not  both  at  the  same  time." 

Halaby  is  especially  irked  about 
Hawaii:  "The  market  was  not  profit- 
able for  us  [because  of  the  lack  of 
domestic  feeder  routes]  even  without 
the  five  additional  carriers.  Then  the 


Comsat  Industries? 

Should  AT&T  win  approval  to  put  up  domes- 
tic satellites,  Comsat  says  it  may  seek  two 
big  favors  from  Congress  as  compensation. 


The  moment  of  truth  for  Comsat 
may  come  some  time  this  month, 
when  the  Federal  Communications 
Commission  is  expected  to  announce 
entry  requirements  for  companies  in- 
terested in  putting  up  a  domestic 
satellite  system.  Comsat's  future 
dimmed  considerably  in  January  when 
the  White  House  sent  a  strongly  word- 
ed memorandum  to  the  FCC  urging 
that  the  domestic  satellite  race  be 
thrown  wide  open  to  all  comers  to 
encourage  competition.  FCC  Commis- 
sioner Dean  Burch,  foimer  campaign 
manager  for  Barry  Goldwater,  praised 
the  White  House  suggestions  and 
promised  prompt  action.  To  date, 
some  20  organizations  have  expressed 
interest. 

TI>i-i,>  is  unrestrained  joy  at  Amer- 


ican Telephone  &  Telegraph,  but  over 
at  Comsat  headquarters  the  mood  is 
less  jubilant.  "This  is  obviously  a  very 
important  step,"  says  Dr.  Joseph 
Charyk,  Comsat  president.  "It  will  be 
very  interesting  to  see  how  closely  the 
FCC  guidelines  confonn  to  the  White 
House  suggestions."  Then  he  adds: 
"You  see,  they  raise  some  very  funda- 
mental questions.  Very  little  is  said 
about  what  might  be  in  the  public  in- 
terest. If  the  FCC  ground  rules  are  a 
complete  mirror  image  of  the  sugges- 
tions, we  would  be  concerned."  Pri- 
vately, irked  Comsat  officials  describe 
the  White  House  memo  as  "naive" 
and  "capricious." 

It's  not  the  number  of  potential 
competitors  that  bothers  Charyk.  He 
feels  that  most  of  them  will  quickly 


drop  out  of  the  race  when  they  learn 
how  expensive  and  risky  a  proposi- 
tion a  satellite  system  is  (cost  esti- 
mates run  $100  million-$200  million). 
"There  are  really  only  two  competi- 
tors at  present  that  have  enough  traffic 
on  their  own  hook  to  make  a  domestic 
satellite  system  viable  with  only  their 
own  traffic,"  he  explains.  "Those  are 
AT&T  and  the  three  television  net^ 
works.  And  if  the  only  users  of  such  i 
system  were  the  three  networks,  it's  .| 
very  marginal  proposition." 

What  worries  Charyk  is  AT&T.j 
How  can  there  be  genuine  "competi'fJ 
tion"  when  AT&T  has  such  an  ove 
whelming  advantage?  he  asks.  "Wit 
their  traffic,  AT&T  is  in  an  eminentlylj 
advantageous  position,"  he  says.' 
"Since  they  can  route  as  much  of 
their  existing  traffic  via  satellite  as 
they  wish,  they  should  certainly  be  in 
a  position  to  offer  incremental  capaci- 
ty to  other  users  at  a  lower  price 
than  a  fellow  like  us  who  has  the 
same  total  investment  but  no  initial 
set  of  customers.  We  are  prohibited 
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neucomers  cut  the  fare  15%  to  assure 
ihat  the  same  business  would  be  divid- 
?d  eight  ways  instead  of  three— a  fomi- 
11  la  for  chaos." 

Halaby  immediately  cut  the  number 
)[  Pan  Am  flights  from  the  West  Coast 
to  Hawaii,  and  watched  his  market 
,liare  tumble  from  52%  to  25%.  "We 
Itcided  to  accept  a  lower  market 
iluire  to  minimize  losses,"  he  says.  He 
lit  frequencies  similarly  to  the  Carib- 
bean and  South  America. 

Remedies 

What  would  Halaby  like  from 
Washington?  Domestic  routes,  for  a 
itarter,  to  put  him  on  more  equal  foot- 
ng  with  TWA  and  Northwest,  which 
X)th  have  combination  domestic-inter- 
lational  systems.  Then,  he'd  like 
Joser  regulation  of  the  suppJementals. 


Among  other  things,  he  claims  these 
airlines  are  flying  illegal,  regularly 
scheduled  flights  from  the  West  Coast 
to  Europe.  "We  need  help  from 
the  Government  negotiating  for  us 
abroad,"  Halaby  adds.  The  big  com- 
plaint here  is  that  the  U.S.  allows  other 
nations  to  send  their  carriers  to  this 
country  without  insisting  on  similar 
rights  for  U.S.  airlines  to  fly  to  those 
countries. 

Pan  Am  is  trying  to  get  domestic 
routes  two  ways.  It  has  applied  for 
New  York-West  Coast  and  Midwest- 
Miami-Latin  America  rights,  and  it  is 
actively  looking  for  a  merger  with  a 
domestic  carrier.  The  latter  approach 
is  quicker  and  probably  better.  "There 
are  almost  no  routes  left  where  one 
could  expect  a  reasonable  return  on  in- 
vestment," Halaby  says.  The  CAB  is 


likely  to  be  sympathetic  to  a  merger 
proposal,  particularly  if  Pan  Am  were 
to  choose  as  partner  another  airline, 
which,  like  itself,  might  not  be  able 
to  survive  alone. 

Halaby  is  both  gloomy  and  sunny 
as  he  assays  his  prospects:  "It  looks  as 
though  it'll  take  two  years  or  so  for 
the  industry  to  get  back  to  reasonable 
profitability.  However,  we're  looking 
to  do  better  than  the  industry  because 
of  the  new  747  fleet,  better  service 
and  the  strength  the  Government  just 
has  to  give  us.  Our  total  market  is  go- 
ing to  grow  10%  to  20%  a  year  depend- 
ing on  the  route.  We  believe  there  are 
some  cost  savings  that  tough  manage- 
ment can  achieve.  We're  in  the  process 
of  cutting  about  2,100  people  off  the 
payroll.  We're  prematurely  retiring  a 
number  of  old-timers.  We're  going  to 
do  our  damndest  to  do  better  in  1970 
than  in  1969,  but  we  can't  promise 
any  more  than  that." 

Halaby  isn't  alone  in  taking  a  some- 
what hopeful  stance.  Secor  D.  Browne, 
chairman  of  the  CAB,  for  instance, 
thinks  the  economic  picture  for  all  air- 
lines will  turn  up  dramatically  once  the 
747s  and  shorter-range  jumbo  jets  get 
into  service. 

Despite  its  current  losses.  Pan  Am 
has  the  financial  strength  to  ride  out 
the  storm.  Its  working  capital  is  $116 
million.  Its  depreciation  flow  is  $129 
million,  which  is  about  three  times 
the  amount  necessary  to  cover  its 
1970  debt  service. 

Pan  Am  fell  from  the  heights  quick- 
ly. The  climb  back,  as  always,  will  be 
much  slower.  But  it's  far  too  early  to 
count  the  old  pioneer  out.  ■ 


Charyk  of  Comsat 


by  law  from  dealing  directly  with 
users,  you  see.  So  the  question  of 
'competitibn'  becomes  a  very  inter- 
esting one  indeed." 

Alternatives 

If  the  FCC  goes  along  with  White 
House  recommendations,  it  is  con- 
ceivable that  both  a  competing  do- 
mestic satellite  system  and  special- 
purpose  satellites  might  be  launched. 
Would  Comsat  still  be  interested  in 
putting  up  domestic  satellite  systems? 
Charyk  says  perhaps  it  would.  To 
make  its  system  viable,  Comsat  is 
clearly  counting  on  support  from  the 
three  major  television  networks  that 
currently  pay  AT&T  $65  million  to 
distribute  programs  nationally  and 
face  a  rate  hike  to  $80  milHon. 

Comsat  expects  to  play  a  major 
role,  but  if  those  hopes  are  dashed, 
Charyk  feels  Congress  may  be  more 
inclined  to  go  along  with  Comsat  in 
other  areas.  Already  under  considera- 
tion, for  example,  is  an  international 
satellite    communications    system    for 


commercial  aviation.  "Due  to  the  va- 
garies of  high  frequency  radio,  air- 
craft midway  across  the  Atlantic  are 
frequently  out  of  communication  with 
either  side,"  he  explains.  "Satellites 
would  ensure  continuous,  high-qual- 
ity communication  between  aircraft 
and  ground.  With  the  size  and  num- 
ber of  aircraft  increasing  sharply,  the 
problem  here  is  becoming  more  acute. 
We  hope  to  have  a  system  operable 
within  two  years." 

Nor  is  this  Comsat's  only  alterna- 
tive, as  Charyk  sees  it.  If  it  is  shut  out 
of  the  domestic  satellite  system  and 
plans  for  the  aviation  system  fall 
through,  Comsat  could  seek  legisla- 
tive approval  to  use  its  $100-minion 
cash  hoard  for  diversification  into  re- 
lated fields  in  communications  and 
electronics.  "We  think  we  have  a  re- 
sponsibility to  our  stockholders  to  pur- 
sue all  possible  avenues  of  investment 
for  the  capital  we  now  have,"  Charyk 
says.  "There  is  a  real  need  in  these 
fields  and  we  think  the  opportunities 
are  quite  broad."  ■ 
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The  Oceans 

Whose 

Hunting 

Preserve? 


Do  the  resources  of  the 
oceans  belong  to  the 
first  man  to  get  them? 
Or  to  all  the  world? 
Don't  think  for  a  minute 
that  the  question 
is  merely  academic  or 
just  for  the  future. 


Whatever  became  of  the  great  ocean- 
ography boom,  that  Wall  Street  en- 
thusiasm of  a  few  years  back?  It's 
alive  and  well,  but  simply  not  moving 
as  fast  as  many  investors  and  busi- 
nessmen hoped  it  would. 

Sometime  in  the  spring  of  1974, 
for  example,  if  all  goes  well,  an  800- 
foot  ship  owned  by  a  consortium 
formed  by  Deep  Sea  Ventures,  a  sub- 
sidiary of  Tenneco,  will  set  sail  from 
the  West  Coast  to  a  spot  perhaps 
500  or  1,000  miles  from  California.  It 
will  slow  to  two  knots  and  begin 
to  lower  a  30-foot-wide  dredge  head. 
Then,  from  the  ocean  floor,  it  will  suck 
potato-sized  rocks— called  manganese 
nodules-18,000  feet  or  more  up  to  the 
ocean's  surface.  By  week's  .  end  the 
hold  of  a  transport  ship  will  be  stuffed 
with  25,000  tons  of  nodules.  Con- 
tents: 25%  manganese,  1.5%  nickel, 
1.5%  copper,  0.5%  cobalt.  Value:  at 
today's  prices,  over  $3  million. 

Yes,  there  will  be  a  boom.  But  it's 
going  to  be  a  complicated  boom.  What 
happens  if  a  Japanese  ship  is  already 
there  mining  the  ocean  floor?  Or  if 
a  small  country  like  Peru  claims  that 
the  nodules  lie  in  its  waters,  and  dis- 
patches a  gunboat?  Or  if  the  United 
Nations  tells  the  U.S.  it  is  trespassing 
on  international  property?  Does  the 
Deep  Sea  Ventures  consortium  dump 
its  nodules  back  in  the  sea  and  return 
to  port?  Or  does  it  p.iy  royalties?  And 
if  so,  to  whom? 

American   businessmen   talk  of  in- 
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vesting  hundreds  of  millions  of  dollars 
to  exploit  the  sea.  But  they  seem  only 
vaguely  aware  that  the  sea  does  not 
'belong"  to  the  U.S.  Two  years  ago 
Senator  Claiborne  Pell  (Democrat, 
R.I.)  held  hearings  on  the  ownership 
of  the  sea.  Only  one  businessman 
testified. 

In  the  past  few  months  things  have 
changed— dramatically.  At  least  four 
Congressional  committees  have  held 
learings.  Within  the  Administration, 
the  Department  of  Interior  is  arguing 
with  the  Department  of  Defense. 
Within  industry,  oilmen  are  arguing 
with  mining  men.  At  the  United  Na- 
tions the  big  countries  such  as  the 
U.S.  and  Russia  are  arguing  with  the 
small  countries  like  Peru  and  Tunisia. 

The  issues  are  complex.  But  two 
gut  questions  are  involved. 

First,  how  far  out  to  sea  should 
each  country  claim  sole  exploitation 
rights?  The  Washington  debate  cen- 
ters around  this.  The  Department  of 
Interior  wants  the  U.S.  to  claim  way 
out,  100  miles  or  so.  This  is  also  the 
position  of  the  oil  industry.  The  De- 
partment of  Defense,  however,  wants 
the  U.S.  to  claim  as  little  as  possible, 
only  40  miles  or  so.  We'll  get  their 
respective  arguments  a  bit  further  on. 

Second,  who  should  administer  ex- 
ploitation beyond  whatever  limit  is 
set?  The  mining  industry  wants  a  lim- 
ited agency,  an  agency  that  would  do 
little  more  than  process  claims.  The 
smaller  countries  see  this  as  an  "ocean 
grab "  by  the  big,  technologically  ad- 
vanced countries.  They  want  an  in- 
ternational body  that  would  virtually 
own  the  ocean.  It  would  collect  stiff 
royalties  from  the  oil  and  mining  com- 
panies that  would  be  funneled  to  the 
underdeveloped  countries. 

Theoretical  questions?  Not  at  all. 
Offshore  oil  is  already  a  huge  busi- 
ness. Last  year  $4.5  billion  (17%)  of 
the  world's  crude  came  from  offshore 
wells.  By  1980  the  U.S.  Bureau  of 
Mines  estimates  that  $19  billion  (37%) 
will  come  from  offshore. 

Fishing  is  an  $8-billion  worldwide 
industry. 

Offshore  mining  is  still  negligible. 
The  few  profitable  operations  include 
sand  and  gravel  mining  in  locations 
such  as  the  Atlantic  Coast  and  tin 
mining  off  Thailand.  But  large  com- 
panies like  Kennecott,  International 
Nickel,  Shell  and  Union  Carbide  are 


U.S.  Territory?  This  flag  was 
planfed  af  a  4,000-foot  deptli  in 
the  Pacific  by  a  Westinghouse 
submarine.  The  oil  industry  thinks 
that  the  U.S.  should  claim  the 
ocean  floor  100  miles  or  so  to 
sea.     Others     strongly     disagree. 


all  doing  developmental  work  in  deep- 
sea  mining.  Obviously,  they  expect  a 
payoff  someday. 

Vamos! 

Already,  there  have  been  incidents. 
Peru's  1969  attacks  on  U.S.  fishing 
boats,  though  they  centered  primarily 
on  fishing  rights,  illustrate  the  prob- 
lem. Less  publicized  is  a  1968  dispute 
between  Saudi  Arabia  and  Sudan  over 
mineral  deposits  about  50  miles  from 
each  country  in  the  Red  Sea.  "I  per- 
sonally believe  very  strongly  that  this 
will  be  the  big  problem  of  the  Seven- 
ties," says  Senator  Pell.  "This  is  the 
last  and  largest  fresh  frontier  on  the 
earth.  You  really  have  complete  an- 
archy reigning." 

There  have  always  been  disputes 
about  the  sea.  On  his  way  back  to 
Spain  in  1492,  Columbus  made  the 
mistake  of  stopping  for  dinner  with 
Don  Manoel,  the  king  of  Portugal. 
Today,  Columbus  might  be  in  trouble 
with  the  Securities  &  Exchange  Com- 
mission. For  he  apparently  spent  an 
evening  bragging  about  his  discov- 
eries. Don  Manoel  promptly  claimed 
the  land  and  seas  discovered  by  Co- 
lumbus, although  later  the  Portu- 
guese king  was  overruled  by  a  Span- 
ish Pope,  who  gave  Spain  the  West- 
ern Waters. 

In  general,  the  idea  developed  that 
the  surface  of  the  oceans  was  free  for 
anyone  to  use.  For  security,  however, 
everyone  was  allowed  to  claim  abso- 
lute sovereignty  over  the  surface  near 
the  shore.  Three  miles,  the  range  of  a 
cannonball,  became  the  accepted  lim- 


it of  national  sovereignty.  No  one  at 
this  time  thought  much  about  the 
question  of  rights  to  resources  under 
the  surface. 

In  those  days  privateers  and  men- 
of-war  defended  sea  claims.  Today 
lawyers  are  used.  The  boundary  ques- 
tion hinges  on  a  poorly  worded  clause 
of  the  1958  Geneva  Convention  on  the 
continental  shelf  stating  that  nations 
have  sole  rights  to  exploit  their  conti- 
nental shelves  out  to  a  depth  of  656 
feet.  Usually,  that  means  from  30 
miles  to  40  miles.  But  how  much  far- 
ther can  they  go?  The  Convention 
states:  ". .  .  to  where  the  depth  of  the 
superjacent  waters  admit  of  the  ex- 
ploitation of  the  natural  resources. 
.  .  ."  What  does  that  mean?  Many  oil- 
industry  lawyers  argue  that  it  gives 
coastal  nations  sole  rights  to  mineral 
resources  from  their  shores  to  the  point 
where  the  continental  land  mass  meets 
the  deep  ocean  floor  (see  chart,  p. 
24).  That  would  give  the  U.S.  sole 
rights  to  an  estimated  2.2  million 
square  miles  of  ocean  floor.  This 
would  add  61%  to  the  3.6-million- 
square-mile  land  area  of  the  U.S. 
(including  Alaska) . 

However,  Malcolm  R.  Wilkey,  gen- 
eral counsel  for  Kennecott,  argues 
that  the  Convention  does  no  such 
thing.  Wilkey,  a  leading  spokesman 
for  the  mining  interests,  says  the 
boundary  is  determined  by  the  pres- 
ent limit  of  exploitability,  currently 
about  1,300  feet.  This  view  would 
give  coastal  nations,  including  the 
U.S.,  present  sole  rights  over  consid- 
erably less  of  the  ocean  floor. 


FOeBES,   MARCH    15,    1970 


.    P 


^i^ 


Basically,  the  Defense  Department 
agrees  with  the  miners.  The  Navy 
wants  a  narrow  boundary.  It  reasons 
that  countries  that  have  sole  rights  to 
the  floor  of  the  ocean  will  inevitably 
want  sovereignty  over  the  water  above 
the  floor  v  well  as  the  surface  of  the 
sea.  Right  now,  most  countries  claim 
surface  sovereignty  only  three  or  12 
miles  from  their  coasts.  This  permits 
the  U.S.  Navy  to  move  freely  through- 
out the  world.  Consider  what  this 
would  do  to  the  Seventh  Fleet  off 
China  and  North  Vietnam. 

Vo//eys  of  Memoranda 

The  oil  industry  lawyers  argue  that 
the  Defense  Department  is  wrong. 
They  say  that  there  is  no  reason  to  as- 
sume that  a  country  whose  sea  floor 
rights  extend  out,  say,  200  miles,  will 
claim  sovereignty  over  the  surface. 
"There  is  no  example  of  this  they  can 
cite,"  says  Vincent  M.  Brown,  execu- 
tive director  of  the  National  Petroleum 
Council. 

Brown  and  other  oilmen  believe 
that  the  most  expansionist  definition  is 
in  the  national  interest.  They  point 
out  that  today  $1.5  billion  (14.4%) 
of  U.S.  crude  production  comes  from 
the  huge  U.S.  continental  shelf.  By 
1980,  they  say,  $4.9  billion  (33%) 
may  come  from  offshore.  Drawing  the 


boundary  wide  will  protect  U.S.  crude 
supplies  against  the  "international  en- 
croachment now  threatened." 

The  oil  industry's  critics  argue  that 
it  is  being  short-sighted.  Every  mile" 
the  U.S.  extends  its  boundary,  they 
point  out,  will  be  matched  by  the 
90  other  countries  that  border  the 
oceans.  In  worldwide  terms,  they  say 
this  will  reduce  the  industry's  access 
to  crude.  "The  industry  is  so  foolish," 
says  Senator  Pell.  "They  want  to  limit 
themselves  to  6%  of  the  world's  con- 
tinental shelves  and  give  sovereignty 
to  different  nations  over  the  remaining 
94%."  Pell's  proposal  is  to  set  the 
boundary  at  a  1,804-foot  depth  or 
50  miles  out,  which  ever  is  greater. 

According  to  some  estimates,  this 
would  place  9.5%  of  the  ocean  floor 
under  national  jurisdiction.  The  656- 
foot  limit,  favored  by  the  Depart- 
ment of  Defense,  would  include  only 
7.6%.  The  impact  of  the  oil-industry 
view  is  less  clear.  One  estimate  is  15%, 
another  is  over  25%.  When  one  con- 
siders that  the  oceans  comprise  71%  of 
the  earth's  surface,  the  magnitude  of 
the  issue  becomes  clearer. 

The  oil  industry  is  not  being  naive. 
Oil  produced  on  the  U.S.  continental 
shelf  qualifies  as  domestic  crude  and 
can  be  sold  in  the  profitable  U.S. 
market.  Oil  produced  in  international 


territory  would  probably  be  subjected 
to  U.S.  import  quotas  and  thus  would 
have  to  compete  in  the  less  profitable 
world  oil  market. 

Then  there  is  the  question  of  tax 
credits.  Any  U.S.  company  that  op- 
erates overseas  is  subjected  both  to' 
foreign  royalties  and  to  taxes.  In 
1968,  according  to  the  Chase  Man- 
hattan Bank,  a  group  of  29  leading 
oil  companies  had  pretax  profits  of 
$8.6  billion.  They  paid  foreign  taxes 
•  of  $2  billion. 

For  U.S.  tax  purposes,  however,  for- 
eign taxes  are  treated  quite  differently 
from  foreign  royalties.  Assume  a  U.S. 
company  makes  $10  million  in  a  for- 
eign country  and  that  the  U.S.  tax  rate 
is  50%.  If  the  foreign  goverrmient  col- 
lected $3  million  in  royalty  fees,  the 
U.S.  tax  would  be  based  on  $7  mil- 
lion, and  a  50%  rate  on  this  would 
leave  a  net  profit  of  only  $3.5  million. 
However  if  the  foreign  government 
collected  $3  million  in  taxes  instead  of 
royalties,  the  U.S.  tax  would  be  on  $10 
million  less  a  foreign  tax  credit  of  $3 
million,  leaving  a  profit  of  $5  mil- 
lion, almost  50%  more.  Since  an  inter- 
national body  would  probably  charge 
royalties  rather  than  taxes,  the  impact 
on  oil  company  earnings  could  be 
quite  strong. 

It's  not  only  a  matter  of  taxes  for 


GETTING  IN  DEEPER 

Oil  men  are  moving  farther  offshore.  Miners  hope  to.  But  where  is  the  boundary 
between  national  and  international  territory?  Navy  men  want  it  near  land,  so  they 
can  move  their  ships  freely.  The  oil  industry  wants  it  out  further,  where  the 
continental  mass  (hatched  area)  meets  the  ocean  floor  (black  area).  Many  miners 
don't  care.  They  know  they  will  be  operating  in  deep  international  waters  in  any 
case.  (The  vertical  scale  is  50  times  the  horizontal  scale.) 


The  13,000-inile  land  office. 


I  )in  the  Great  Lakes  to  the  Texas  Gulf  Coast,  to  the 

arific,  Santa  Fe  stretches  across  13,000  miles  of  the 

ui^t  progressive  parts  of  our  nation.  And  along  these 

~.()00  miles  are  choice  real  estate  and  industrial  sites. 

U'e   now   oflTer  general  real  estate  areas  along  with 

Klustrial  and  commercial  sites  available  for  develop- 

u  lU    on    appro.ximately    48,000   acres    of    Santa    Fe 

loperty.   Our   Chicago   area,    for  example,    has   four 

iclustrial    districts    now    open    for   business.    And   in 

alifornia,    Santa   Fe   is   the   developer    of   13    major 

idustrial  districts.  Another  20  such  developments  are 

rategically  located  along  our  lines  in  Illinois,  Missouri, 

jwa,    Kansas,     Colorado,    Oklahoma,    Texas,     New 

Icxico  and  Arizona. 

Almost  all  of  the  37  Santa  Fe  industrial  development 

cas  now  have  improved  streets  and  full-utility  service. 

vour  company  also  wants  easy  access  to  Santa  Fe's 

'   freight  facilities— without  building  a  plant  site  in 


one  of  our  districts  or  parks — it's  nice  to  know  that  we 
work  closely  with  many  private  developers.  We  can 
also  help  you  find  excellent  sites  at  oflT-rail  locations, 
easily  .served  by  our  piggyback  and  truck  service. 

Now,  when  the  name  Santa  Fe  comes  up,  you  can 
think  of  us  as  the  longest  land  office  in  the  country, 
without  stretching  a  point. 

Call  or  write  our  13,000-mile  land  office  at  80  East 
Jackson  Blvd.,  Chicago,  111.  60604,  phone  (312)  427- 
4900.  Just  ask  for  the  Real  Estate  and  Industrial  Devel- 
opment Dept.  Offices  are  also  located  at  Los  Angeles, 
San  Francisco,  Phoenix,  Albuquerque,  Amarillo, 
Dallas,  Houston  and  Topeka. 


SantaFe 


_  SantaFe 

We  helped  build  America.  Now  we  keep  it  moving. 


ta  Fes  Passenger  Fleet  for  Western  Travel  •  Chicago-Los  Angeles-SUPER  CHIEF-EL  CAPITAN  .  Chlcago-San  Francisco-SAN  FRANCISCO  CHIEF  .  Chicago-Houston-TEXAS  CHIEF 
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Their  home  sweet  home  is  ours^too 


The  folks  in  Louisiana  have  been 
our  good  neighbors  for  a  long  time. 
Now  with  major  new  offshore  oil 
discoveries  there,  we're  more  at 
home  in  their  state  than  ever. 

We're  also  part-owners  of  a  new 
crude  oil  pipeline  that  links  their 
area  with  our  fast-growing  Midwest 
refining  and  marketing  operations. 
Actually  we're  very  much  at  home 
producino  oil  in  21  other  states,  too. 


Within  the  past  two  years,  Alaska 
has  come  on  strong,  and  Marathon 
is  now  the  third  largest  producer 
there. 

In  fact,  our  whole  North  American 
production  picture  looks  good.  Last 
year  it  was  up  7.4%  to  a  record 
164500  barrels  per  day. 

For  more  about  an  all-round, 
hard-working  oil  company  that  be- 
lieves in  building  for  the  future,  write 


(Dept.  D)  for  a  copy  of  our  annual 
report. 


EXPLORING  n  PRODUCING     i  TRANSPORTING  (  i  REFINING  C  MARKETING 
RESEARCHING  '    AND  GROWING 

MARATHON  OIL  COMPANY 

FirsiOLAY    OHIO 
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Not  Academic.  These  bullet 
holes  in  a  U.S.  fishing  boat 
last  year  show  how  bitter  sea 
disputes  can  get.  In  1945  the 
US.  claimed  the  resources  of 
its  continental  shelf.  In  1 952 
Peru,  which  has  little  shelf 
but  much  fishing,  claimed 
sole  fishing  rights  200  miles 
to  sea.  The  dispute  goes  on. 


die  oil  industry.  Who  would  decide 
which  countries  got  leases?  How  much 
would  be  charged  for  leases?  How 
would  the  money  be  used? 

Right  now,  the  arguments  are  the 
loudest  in  the  United  Nations.  It  all 
started  two  years  ago  when  Arvid  Par- 
do,  the  Ambassador  from  tiny  Malta 
(population:  319,300),  proposed 
that  an  international  group  take  over 
development  of  the  sea.  Profits  would 
be  used  to  assist  the  underdeveloped 
countries.  At  one  point  Pardo  esti- 
mated that  fees  to  such  a  group  could 
reach  $6  billion  a  year  by  1975. 

Pardo's  estimate  was  probably  wild- 
ly high.  But  other  small  countries 
flocked  to  his  proposal.  Last  Decem- 
ber the  U.N.  General  Assembly  passed 
a  resolution  calling  for  a  moratorium 
on  the  exploitation  of  the  sea.  The 
big  powers,  including  the  U.S.,  Russia, 
France  and  England,  were  against  it. 

Says  Malcolm  Wilkey  of  Kennecott: 
"The  vote  was  wrapped  up  part  and 
parcel  with  the  revolt  of  the  less-de- 
veloped countries  against  what  they 
considered  the  domination  of  the 
great  powers.  They  are  scared  that 
the  major  industrial  powers  are  going 
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to  make  a  grab  at  the  resources  of 
the  deep  ocean."  Some  observers  feel 
the  oil  industry's  attitude,  rightly  or 
wrongly,  encourages  this  fear. 

Wilkey  would  like  to  see  agreement 
on  a  boundary  and  an  international 
body.  "We  need  new  law,"  he  says. 

But  what  kind  of  an  international 
body?  Wilkey  and  other  mining  men 
would  like  a  simple  registry  where 
claims  v\ould  be  filed  on  a  first-come, 
first-recorded  basis.  Fees?  Some  sug- 
gest 2%  of  net  profit,  the  money  to 
go  to  an  organization  such  as  the 
World  Bank  to  be  loaned  to  less-de- 
veloped countries. 

The  smaller  countries  want  much 
more.  In  their  view,  Russia,  the  U.S. 
and  other  large  powers  are  conspira- 
tors in  a  plot  to  rob  them  of  their  fair 
share  of  the  oceans'  riches.  A  strong 
international  group  is  their  only  card 
to  play  against  the  capital  and  tech- 
nology of  the  big  powers. 

"The  U.S.  and  Russia  are  rivals  and 
they  are  partners,"  says  one  U.N. 
representative.  "Rivals  in  that  they 
represent  two  systems.  Partners  in 
that  they  wish  to  avoid  a  clash.  This 
leads  to  numerous  U.S. -Soviet  ar- 
rangements. But  things  are  changing. 
At  the  U.N.  the  role  of  the  small  and 
medium-sized  nations  is  growing.  The 
last  session  shows  that." 

U.S.  mining  men  point  out,  how- 
ever, that  the  tougher  the  restrictions 
imposed  by  an  international  group, 
the  harder  it  will  be  to  raise  the  hun- 
dreds of  millions  of  dollars  of  capital 
necessary  to  exploit  the  sea.  In  their 
view,   the   sooner   exploitation   starts. 


Ocean  Mine?  Nodules  like 
these  cover  the  floor  of  the 
ocean  in  many  parts  of  the 
world.  They  may  contain  15 
billion  tons  of  nickel  and  5 
billion  tons  of  cobalt  and 
copper.  The  problem:  How  to 
get   them   out   economically. 


In  three  seconds 

you  can  find  out  if 

the  tissue  you're  using  is 

as  absorbent 

as  Fort  (Howard's. 


The  more  absorbent  the  tissue, 
the  better  the  quality.  Softness  and 
whiteness  are  important,  but  ab- 
sorbency  is  what  makes  the  differ- 
ence between  good  quality  tissue 
and  top  quality  tissue. 

Take  our  Palmer®  tissue.  It's  the 
most  absorbent  single  ply  tissue 
you  can  buy. 

Test  it  yourself.  Fold  two  sec- 
tions of  tissue  (yours  and  ours)  into 
one-inch  squares.  Then  drop  them 
Into  a  pitcher  of  water. 

The  one  to  sink  below  the  sur- 
face first  is  the  most  absorbent. 


Our  bet's  on  the  Palmer®  Tissue. 
What  absorbency  means  to  you. 

Nobody  is  going  to  notice  absorb- 
ency. Except  perhaps  you. 

And  what  you'll  notice  is  that  our 
tissue  goes  just  a  little  bit  further. 
Because  people  use  a  little  bit  less. 

Need  a  pitcher?  Write  us  on  your 
business  letterhead  and  we'll  send 
one  of  our  men  over  with  a  "Prove 
We're  All  Wet"  test  kit. 

It  contains  a  pitcher  and  a  sam- 
ple of  Palmer*  tissue.  Everything 
you  need  to  make  the  test. 

Except  the  water. 


Fort  Howard  Paper 

Green  Bay,  Wisconsin  54305  I 
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the  better  oflF  everyone  will  be,  includ 
ing  the  underdeveloped  countries. 
Says  John  E.  Flipse,  president  of 
Deep  Sea  Ventures:  "If  we  develop 
the  technology,  this  will  make  these 
minerals  available  to  the  world  mar- 
ket.. Without  this  new  supply,  at  the 
rate  copper  prices  are  going  up  right 
now,  the  chances  of  Africa  getting 
copper  wire  for  developing  an  elec- 
tric system  are  zero. 

"People  ask  me:  'Why  should  you 
have  the  benefit  of  5  million  years 
of  nature's  work?'  I  say  that  the  sea 
will  be  mined  by  the  advanced  na- 
tions or  these  resources  will  lie  down 
there  another  million  years." 

Flipse  is  making  a  crucial  point. 
An  international  body  dominated  by 
the  politics  of  small  country  vs.  large 
could  be  as  harmful  as  the  most  ir- 
responsible exploitation  by  the  big 
powers. 

A  Middle  Road? 

At  the  moment,  too  many  sides 
have  adopted  extreme  positions.  How- 
ard W.  Wright  Jr.,  for  example,  the 
president  of  $19-million  (sales)  Los 
Angeles-based  Sweco  Inc.,  refers  to 
the  U.N.  supporters  of  a  strong  inter- 
national body  as  "bleeding  hearts" 
who  will  use  the  royalties  to  "buy  jave- 
lins for  the  people  of  Ghana."  Wright 
refers  to  the  "skill,  guts  and  intelli- 
gence" of  American  enterprise.  Then 
he  describes  how  Sweco's  joint  ven- 
ture, Ocean  Harvester,  was  formed  on 
the  basis  of  government  contracts. 

Many  of  the  imall  countries  are 
equally  extreme.  Some  regard  any  ex- 
ploitation of  the  seas  by  the  big  pow- 
ers as  a  new  form  of  colonialism. 
Others  draw  parallels  to  America's 
roughshod  expansion  into  the  Indian 
lands  of  the  West  in  the  late  19th 
century. 

Somewhere  in  between  these  ex- 
tieme  views  there  is  a  solution.  It 
would  tap  the  technology  and  capital 
of  the  advanced  nations.  It  would 
give  the  small  countiies  a  piece  of  the 
action  they  deserve. 

There  is  nothing  bleeding-heart 
about  this.  If  the  royalties  were  dis- 
bibuted  sensibly,  it  would  spur  the 
economic  development  of  the  smaller 
countries,  creating  more  demand 
for  the  products  of  the  seas  which 
would  in  turn  increase  profits. 

Right  now,  viewpoints  within  the 
Government  have  become  so  hardened 
that  a  final  decision  may  well  be 
made  by  President  Richard  M.  Nixon. 

The  oceans  have  always  separated 
nations.  Their  exploitation  could  be 
a  way  of  bringing  them  closer  to- 
gether. A  small,  almost  academic 
question  in  1970,  this  could  be  a 
burning  question  by  1975,  perhaps 
even  a  cause  of  wars.  ■ 
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Shhh.  -  - 


In  the  worry  over  air  and  water  pollution,  noise  pollution  has  gotten  short  shrift.  But  the  carri- 
ers fear  it  could  cost  them  up  to  $1  billion— which  is  the  last  thing  that  ailing  industry  needs. 


It's  a  political  paradox,  hut  with  all 
the  noise  in  Washington  about  pollu- 
tion there's  been  relatively  little  noise 
about  that  very  real  pollutant— noise. 

All  that  is  changing,  to  judge  by 
the  howls  coming  out  of  what  was 
supposed  to  be  a  quiet,  closed  confer- 
ence bet^veen  a  score  of  concerned 
congressmen  from  "airport  districts" 
and  the  men  who  regulate  the  air- 
lines. Xoise,  especially  noise  from  jet 
engines,  is  quietly  creeping  up  the 
priority  calendar  in  this  year  of  the 
environmentalist. 

Despite  the  congressional  pressure, 
the  Federal  Aviation  Administration  is 
treading  softly.  Because  lessening  the 
noise  of  present  jets  could  cost  the  air- 
lines as  much  as  $1  billion.  The  FAA 
is  awaiting  ne.xt  month's  report  from 
the  engine-housing  experts  at  Rohr 
Corp.  concerning  the  economic  feasi- 
bility of  ordering  all  the  nation's  jet- 
liners to  be  "retrofitted"  with  new, 
quieter  mountings  and  insulation  for 
their  whining  engines.  Experts  think 
this  could  cut  the  noise  level  by 
about  50^. 

All  kinds  of  cost  figures  are  being 
bandied  about  by  supposedly  knowl- 
edgeable sources.  They  vary  from 
$3()(),000  to  $1  million  per  plane.  At 
Rohr,  usually  outspoken  President 
Burt  F.  Raynes  isn't  talking,  but  he 
does  say  that  his  studies  indicate  the 
costs  are  more  likely  to  be  toward 
"the  lower  end"  of  that  scale.  With 
perhaps  780  jet  planes  involved,  even 
that  would  mean  at  least  $250  million 
or  so.  A  subindustry  within  an  in- 
dustry may  be  about  to  be  born. 

The  ailing  airlines  themselves  fear 
they  may  be  hit  with  a  huge  tab  for 
refitting  their  planes  starting  around 
1972  just  when  they  should  be  com- 
ing out  of  their  profit  slump. 

Right  now,  the  whole  picture  is 
confused.  A  1968  law  empowered  the 
FAA  to  order  modifications  in  existing 


or  upcoming  aircraft.  The  joker  is  that 
Congress  inserted  a  phrase  about  any 
new  requirements  being  "economical- 
ly reasonable."  What  that  means,  no- 
body knows.  It  took  until  last  Novem- 
ber for  the  Department  of  Transporta- 
tion, parent  of  the  FAA,  to  issue  its  first 
directive  under  the  antijet-noise  law. 
And  that  referred  only  to  new  air- 
craft, not  existing  ones. 

Despite  earlier  sound  studies  by 
both  Boeing  and  McDonnell  Douglas 
under  a  NASA  contract,  Federal  Avia- 
tion Administrator  John  H.  Shafl^ee 
himself  doesn't  say  he's  totally  con- 
vinced of  either  the  technical  or  eco- 
nomic feasibility  of  retrofitting  the 
present  workhorse  of  the  fleet,  the 
Boeing  707.  In  fact,  he  has  told  com- 
plaining congressmen  that  even  if  the 
FAA  decided  to  write  new  rules  it 
would  take  four  years  to  fit  noise-sup- 
pression equipment  on  the  707. 

Still,  at  FAA  headquarters  in  Wash- 
ington the  noise-abatement  people 
seem  intent  on  sticking  to  a  schedule 
that  would  affect  the  707  and  every 
noise  polluter  presently  flying.  By  June 
the  agency  expects  to  issue  an  "ad- 
vance notice  of  proposed  rule  making" 
under  which  all  interested  parties  are 
asked  to  comment.  By  the  end  of  this 
year  the  agency  would  mull  the  re- 
sponses and  reveal  its  own  proposal. 
By  the  third  quarter  of  1971  it  would 
announce  its  definitive  new  rule. 

Political  Pressure 

President  Nixon  has  gone  on  record 
with  his  enviroimient  message,  the 
most  sweeping  in  history.  He  hasn't 
publicly"  touched  this  hot  one,  but  it 
seems  certain  that  he  will  make  the 
final  decision  on  how  to  handle  this 
noise  source.  His  potential  adversary 
in  1972,  Senator  Edmund  S.  Muskie 
(Dem.,  Me.),  has  carved  out  his  own 
reputation  as  a  leading  environmenta- 
list. This  month,  in  between  debates 


over  clean  air  and  water  and  disposing 
of  solid  wastes,  the  Maine  man  is 
squeezing  in  noise  pollution  too. 

If  the  pro-quiet  people  win,  who 
will  get  the  business?  In  NASA's  ear- 
lier retrofit  projects  the  work  was 
done  by  the  airframe  manufacturers, 
Boeing  and  McDonnell  Douglas.  But 
it  was  assumed  that  in  practice  the 
airlines  themselves  would  carry  out 
the  massive  retrofitting  during  their 
own  regular  overhauls.  Now  Rohr's 
Burt  Raynes  insists:  "The  manufac- 
turer must  be  involved.  This  is  no 
small  item." 

The  de-noising  process  has  nothing 
to  do  with  altering  the  engine;  it  in- 
volves mainly  fitting  honeycombed  in- 
sulating materials  in  the  ducts  and 
housing  surrounding  the  engine. 

It's  not  hard  to  see  why  the  air- 
lines are  nervous.  In  NASA's  experi- 
mental 707  program,  it  was  necessary 
to  cram  over  3,000  pounds  of  insula- 
tion into  each  engine.  The  engine  pod 
had  to  be  extensively  rebuilt,  which 
meant  R&D  costs,  tooling  and  actual 
manufacture.  The  extra  weight  cut 
payload  range  by  200  nautical  miles. 
Costs  of  the  changeover  were  depre- 
ciated over  a  five-year  period,  which 
boosted  direct  operating  costs  by  9.6% 
annually  and  total  operating  costs  by 
4.4%.  As  one  Boeing  executive  pointed 
out:  "In  a  narrow-margin  industry,  a 
nominal  cost  increase  can  produce  a 
drastic  impact  on  return  on  invest- 
ment." The  cost  per  plane,  by  the  way, 
was  $1  million. 

The  DC-8  experiment  cost  only 
$655,000,  but  the  estimates  were  that 
profits  would  be  cut  10.1%  a  year  for 
five  years. 

In  an  intriguing  Freudian  slip,  a 
Washington  expert  for  the  airline  in- 
dustry downplayed  the  whole  thing: 
"Why,  we're  spending  a  helluva  lot  of 
noise  ...  I  mean  money  .  .  .  already 
on  noise."  ■ 
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Before  you  dig  into  your 

pocket  for  a  printing  calculator^  take 

a  good  long  look  at  your  hand. 


Can  this  finger  move  without  slipping, 
fumbling,  or  stretching,  over  the  7,  4, 
1 ,  and  0  keys  and 
the  three  keys  to 

'     the  left? 


Can  this  finger  do  the  same  thing  with 
the  8,  5,  2,  and  00  keys?  And  is  there 
anything  on  the  5  key  (the  home  key) 

which  will  touch  tell  you 

j_^ whether  or  not  your 
hand  is  in  the  right  place? 


With  your  thumb  at  rest,  can 
your  working  fingers  keep  all  the 
keys  within  their  normal  span? 
Or  is  the  keyboard  so  spread  out 
it  keeps  your  whole  hand  in  motion, 
causing  fatigue,  slowdowns, 
and  mistakes?  (If  so,  that  keyboard 
will  never  give  you  the  knack  of 
touch  calculating.  And  if  you  have 

the  knack,  it  will  fight  you 
to  take  it  away.) 


Can  this  finger  move 
easily  among 

keys  9, 6,  3,  and  000? 

Are  the  keys  shaped  to 
keep  it  from  slipping 
onto  the  wrong  one? 


(( 


ffl 


Can  this 
finger,  the 
smallest  and 
weakest,  depress 
the  add  bar  all  day 
thout  fatigue?  Are    , 
the  keys  to  the  right  of     ) 
the  add  bar  placed  so  that 
can't  be  hit  accidentally,  j 
yet  kept  within  easy  reach?         I 


and  lV  pounds,  it  s  the  smallest,  lightest 
printing  calculator  in  the  world. 

Because  the  keys  are  so  big,  and  shaped  to 
support  your  fingers,  your  fingers 
can't  slip  off. 

Because  there's  a  raised  dot  in  the  middle  of 
the  5  key,  this  key  touch-tells  your  index  finger 
when  your  hand  is  in  the  right  starting  place. 

Because  the  add  bar  and  minus  key,  which 
are  used  constantly,  are  decisively  raised 
and  precisely  placed,  they  compensate  for  the 
little  finger's  shortness  by  shortening 
the  distance  it  must  reach. 

Because  there  is  a  minus  key  you  can 
instantly  cancel  any  incorrect  number  you 
print.  Because  there's  a  repeat  key,  you 
can  instandy  reprint  your  last  number.  And, 
because  there's  a  memory  key,  you  can 
reprint  any  often-needed  number  without 


Are  the  guts  as  intelligent  as  the  keyDoard.' 
And  is  the  service  as  good  as  the  guts?  Yes— but 
don't  take  our  word  for  it.  Ask  your  dealer 
for  the  names  of  nearby  users.  Then  ask  them. 

For  the  name  of  your  nearest  Hermes  dealer, 
check  the  Yellow  Pages  or  write  to 
the  address  below. 

Ask  about  our  other  intelligently-designed 
figurers,  too.  Maybe  our  simplest  adder  is 
all  you  need.  But  to  buy  any  figuring  machine 
intelligently,  before  you  use  your  head 
use  your  hands. 

If  you  only  want  to  buy  a  figuring  machine 
once,  buy  a  Hermes. 


HERMES 


Pailiard  Incorporated 

1900  Lower  Road,  Linden.  N  J,  07036, 

Other  products:  Bolex  movie  equipment, 

Has.selWad  cameras  and  accessories. 
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The  Perils  of  Pioneering 

Once  a  most  profitable  steel  company,  McLouth  now  has  a  pretax  loss. 
It's  paying  the  price  of  pioneering,  but  the  rewards  may  be  great. 

One  thing  must  be  said  for  the  man- 
agement of  Detroit's  McLouth  Steel 
Corp.:  It  has  guts.  Here  is  a  company 
that  in  1966  was  quite  comfortable. 
It  was  a  one-product  company— sheet 
and  strip— but  this  was  the  growth 
area  of  the  steel  business,  if  there  was 
such  a  thing.  And  neighboring  auto 
companies,  with  no  heavy  shipping 
costs  to  pay,  ate  up  75%  of  McLouth 's 
production  for  such  items  as  fenders 
and  door  panels.  General  Motors 
alone  took  50%.  With  that  going  for  it, 
McLouth  earned  10%  on  its  sharehold- 
ers' equity,  a  high-water  mark  for  a 
steel  company. 

But  Ivor  Bryn,  then  president  of 
the  smallish  steelmaker  (annual  sales: 
$225  million  vs.  U.S.  Steel's  $4.4  bil- 
lion), wasn't  content.  He  wanted  to 
uphold  McLouth's  tradition  as  the  in- 
dustry's technological  leader. 

He  ordered  basic  oxygen  furnaces 
(BOF's)  to  replace  his  less-efficient 
open-hearth  ones.  He  ordered  contin- 
uous-casting machines,  which  elimi- 
nate several  steps  in  steelmaking. 

It  was  quite  a  risk,  and  at  quite  a 
cost:  $100  million  in  1967-68,  as 
much  as  McLouth  had  spent  on  capi- 
tal improvements  in  the  previous 
eight  years.  But  more  important,  Mc- 
Louth was  gambling  on  new  technol- 
ogy. There  was  no  doubt  about  the 
BOFs;  Europeans  and  Japanese  had 
been  using  them  for  years.  But  contin- 
uous casting  was  another  matter. 
There  was  no  continuous-casting  plant 
in  the  U.S.  whose  product  was  made 
into  the  kind  of  flat-rolled  steel  the 
auto  companies  wanted. 

"It  was  a  helluva  risk,"  recalls  Jack 
M.  Cudlip,  assistant  to  now-Chairman 
Bryn.  U.S.  Steel  was  to  have  prob- 
lems with  continuous  casting  of  sheets 
at  Gary,  Ind.,  but  had  other  sheet  fa- 
cilities to  fall  back  on.  And  Bethlehem, 
another  giant  with  several  plants, 
wouldn't  risk  continuous  casting  at  its 
new,  supposedly  modern  Burns  Har- 
bor, Ind.  complex.  "We,"  says  Cud- 
lip,  "have  only  one  plant." 

So  far,  McLouth's  big  gamble  has 


L  ' ' 

proaucea  nornmg  out  a  arain  on  us 

No  More.  Continuous  casting  elim- 
inates   the    costly    pouring    of    raw 
steel  into  ingots  (left)  that  are  then 
reme/fed  to  form  slabs,   billets  and 
other    semifinished    shapes.    In    the 
new  process,  hot  metal  is  poured  di- 
rectly   into    casting    machines    that 
produce   the   semifinished  products. 

finances.  The  final  piece  of  new  equip; 
ment  was  put  in  place  last  June. 
Break-in  costs  are  high  for  any  new 
steel  facility,  but  at  McLouth  they 
went  through  the  roof.  "There's  no 
fault  in  the  equipment,"  Cudlip  in- 
sists. But  little  things  kept  going 
wrong.  Which  means  that  McLouth 
has  had  to  keep  its  old  steel-produc- 
ing line  in  use  far  longer  than  expect- 
ed to  use  up  its  raw  steel  and  to  fill 
orders.  Says  Cudlip:  "That  was  one  of 
our  costs  of  doing  business  last  year." 

There  were  psychological  problems 
too.  Continuous  casting  requires  steel 
at  certain  times;  in  other  mills,  the 
furnace  ships  metal  when  it's  ready.  So 
a  different  plant  crew  was  put  in  the 
driver's  seat.  McLouth  had  to  put 
both  operations  under  one  man. 

As  soon  as  McLouth  would  solve 
one  problem,  another  would  turn  up. 
Right  now,  for  instance,  the  auto  in- 
dustry is  in  a  slump,  and  there  is  re- 
duced demand  for  McLouth's  steel. 

Sorry  State 

McLouth's  financial  picture  reflects 
its  troubles.  Earnings  plunged  from 
$4.41  a  share  in  1966  to  65  cents  in 
1969.  There  would  have  been  no  prof- 
it at  all  last  year  but  for  tax  credits. 
McLouth  hasn't  earned  its  40-cent 
quarterly  dividend  since  the  second 
quarter  of  1968,  and  it  had  to  get  a 
waiver  from  holders  of  its  secured 
notes  before  it  could  consider  paying 
dividends  in  1970.  McLouth's  stock, 
after  reaching  48  early  in  1969,  re- 
cently sold  at  25. 

Has  McLouth's  gamble,  then, 
turned  up  folly?  Not  necessarily.  "Our 
break-in  problems  are  more  than  half- 
way behind  us,"  says  Cudlip.  But 
the  risk  won't  be  rewarded  until  the 
company  approaches  100%  production 
by  continuous  casting.  Cudlip  refuses 
to  say  precisely  how  far  along  Mc- 
Louth is  toward  that  goal,  but  does 
say  that  the  percentage  increased  each 
month  in  1969. 

If  the  company  reaches  the  goal, 
the  benefits  can  be  enormous.  Cudlip 
says  that  the  yield  from  continuous 
casting,  when  it's  working,  is  about 
95%  vs.  84%  under  old  production 
methods.  In  other  words,  only  5%  of 
continuous-casting  production  ends  up 
as  scrap  for  reprocessing  vs.  16%  the 
old  way.  Steel  analysts  predict  cost 
savings  of  $10  to  $12  a  ton.  Contin- 
uous-cast steel  may  sell  for  a  premium, 
too,  though  McLouth  doesn't  charge 
one  now  and  says  it  doesn't  plan  to. 

Intriguing  prospects.  McLouth 
may,  indeed,  end  up  as  the  only  U.S. 
steel  company  to  produce  all  of  its 
steel  using  modern  oxygen  furnaces 
and  continuous  casting.  Until  then  it 
is  a  demonstration  of  how  perilous 
pioneering  can  be.  ■ 
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The  battle  against  the  shrinking  supply  of  fresh 
water  is  being  won  by  converting  ocean  water 
into  drinking  water.  A  typical  desalination  plant 
has  a  capacity  of  1,000,000  gallons  per  day. 
Future  plants  will  have  a  daily  capacity  of 
150,000,000  gallons! 

How  about  materials  for  these  plants?  To- 
day's desalination  plant  uses  250  miles  of  cop- 
per alloy  tubing,  plus  valves,  fittings  and  pumps 
made  from  other  copper  alloys.  Copper  alloy  is 
specified- because  it  withstands  the  corrosive  at- 
tacks of  heated  salt  water  for  a  long  period. 

Asarco,  a  major  copper  producer,  has  re- 

AMERICAN  SMELTING  AND 

130  BROADWAY,  NEW  YORK,  N.  Y.10005 


cently  increased  its  smelting  and  refining  ca- 
pacity and  has  intensified  exploration  efforts  to 
find  new  deposits  of  copper.  Only  through  such 
long-range  planning  can  we  help  ensure  a  future 
supply  of  this  versatile  metal  for  tomorrow's  gi- 
gantic desalination  plants  and  for  thousands  of 
other  uses. 

Asarco  is  more  than  a  copper  producer. 
Through  capability  in  metals,  Asarco  offers  the 
most  diversified  line  of  enduring  materials  from 
a  single  source,  including  lead,  silver,  zinc,  gold, 
brass  and  bronze  alloys,  aluminum  alloys  and 
many  more. 

REFINING  COMPANY 


ASARCO 
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The  newest  innovation 
in  foreign  exchange 

is  located  in  somebody's  bedroom. 

The  "somebody's  bedroom"  belongs  to  John  Hawes, 
the  head  of  our  Foreign  Exchange  Department. 

The  "latest  innovation"  is  the  special  telephone  we  in- 
stalled by  his  bedside. 

"The  hotline,"  as  Hawes  calls  it,  is  a  direct  line  to  our 
top  foreign  exchange  traders  in  London,  the  major  money 
market  of  the  world. 

When  you're  dealing  with  millions  of  dollars  of  some- 
body else's  money,  you  have  to  keep  up  on  everything  (and 
we  mean  everything)  that  affects  the  price  of  exchanging 
dollars  into  yen,  pounds,  francs,  pesos,  lire  and  so  on. 

That's  easy  enough  to  do  during  normal  working  hours. 
But  how  about  4:00  in  the  morning  (10:00  AM  London 
time)?  Or  on  Saturday  or  Sunday? 

Almost  anything  can  happen  during  those  hours.  War. 
Peace.  Another  devaluation.  A  coup  d'  etat. 

Enter  "the  hotline."  In  a  matter  of  minutes,  John  Hawes 
can  find  out  what,  if  anything,  upset  the  tenuous  balance 
of  world  money. 

And  he'll  probably  know  about  it  before  any  other 
foreign  exchange  trader  in  the  country.  Because  no  other 
trader  has  a  hotline  smack  in  his  own  home. 

That  extra  edge  might  be  just  enough  to  get  you  the 
most  money  for  your  money. 

You'll  find  an  international  banker 
at  Bankers  Trust. 


Member  Federal  Deposit  Insurance  Corporation  ©  Bankers  Trust  Company 


still  Picking  and  Choosing 

Westinghouse's  Burnham  still  intends  to  catch  up  with 
GE,  but  that  doesn't  mean  he  wants  to  be  just  like  it. 


Donald  C.  Bubnham,  the  disarming- 
ly  candid  55-year-old  chairman  of 
Westinghouse  Electric  Corp.,  is  not 
quite  half  way  through  the  probable 
span  of  years  he  will  have  as  head 
man  of  the  U.S.'  21st-largest  compa- 
ny. He  is  considerably  more  than  half 
way  toward  achieving  the  very  diffi- 
cult goals  he  set  for  himself  at  the 
outset.  He  still  has  a  good  way  to  go. 

Burnham  took  over  a  very  sick  com- 
pany in  1963;  he  will,  in  the  normal 
course  of  things,  retire  in  1979  or  so. 
When  he  took  over,  Westinghouse 
was  earning  a  paltry  $57  million  on 
sales  of  nearly  $2  billion— for  a  return 
of  only  6%  on  stockholders'  equity.  At 
that  time  he  set  as  his  broad  goals: 

1)  catching  up  in  profitability  with 
General  Electric,  which  was  earning 
more  than  twice  as  high  a  return;  and 

2)  earning  $5  a  share  for  WX  stock- 
holders by  1970. 

Last  year  WX  netted  $3.76  a  share, 
2J2  times  more  than  when  Burnham 
took  over,  while  sales  were  80%  high- 
er. With  luck,  this  year  WX  will  net 
$4.25.  Quite  impressive. 

But  WX  earned  12%  on  equity  last 
year.  GE's  figures  are  not  compara- 
ble because  of  its  costly  1969  strike, 
but  in  strike-free  1968  GE  earned  a 
return  of  around  15%.  And  while  WX 
is  every  bit  a  match  for  GE  in  heavy 
electrical  equipment,  it  remains  way 
behind  in  consumer  goods. 

But,  as  we  said,  Burnham  still  has 
quite  a  few  years  to  go.  "The  $5  I 
talked  about?  Oh,  sometime  in  the 
next  few  years.  It's  that  other,  more 
important  target  we  care  about  most; 
first  in  performance." 

Certainly  Burnham  has  not  lost 
sight  of  his  goals.  In  fact,  he  seems 
to  know  exactly  where  he  is  going 
and  how  he  is  going  to  get  there. 
"Bottlenecks  are  what  kill  growth,"  he 
says.  "This  company  had  a  bottleneck 
at  the  top  when  I  took  over  the  job. 
I  got  rid  of  it."  This  is  his  way  of  say- 
ing that  there  were  early  retirements 
all  over  the  corporation  when  Burn- 
ham came,  to  make  room  for  this  team. 
Significantly,  there  have  been  no  big 
bloodlettings  since  then;  Burnham  is 
satisfied  that  his  first  shakeup  gave 
him  the  right  men  in  the  riglit  spots. 

"Now,"  he  goes  on,  "instead  of  cre- 
ating more  bottlenecks,  we  organize." 
Reorganized  he  has,  with  great  gusto. 
Over  six  years  ago  he  split  Westing- 
house down  the  middle  and  named  an 
executive  vice  president  for  each  half 
to  report  to  him,  while  he  spent  his 
time  planning  for  growth.  Last  year  he 


Demanding.  Insiders  claim 
Chairman  Don  Burnham  will 
still  wear  the  5  on  his  tie  bar 
after  Westinghouse  makes  $5 
a  share:  He'll  split  the  stock 
and  start  over.  But  getting 
that  far  means  Burnham 
must  equal  ITT's  Harold  Ge- 
neen  in  making  a  huge  com- 
pany grow  at  a  glamour  rate. 


quartered  Westinghouse,  named  four 
presidents,  handed  each  virtual  au- 
tonomy and  again  busied  himself  with 
planning  for  more  growth.  "No  one 
around  here  has  more  work  than  he 
can  manage,  including  me,"  smiled 
Burnham.  "So  Marshall  Evans  [vice 
chairman  planning],  George  Wilcox 
[vice  chairman  corporate  affairs]  and 
I  can  spend  more  time  on  long-range 
growth  considerations.  And  we  do." 

What  about  the  appliance  market 
where  Westinghouse's  share  isn't  in 
the  same  league  with  GE's?  Says  Ev- 
ans, "Ten  Westinghouse-Goodyear  ap- 
pliance and  auto  stores  will  open  in 
greater  Pittsburgh.  You'd  think  this 
would  be  our  best  market— it's  where 
we're  best  known— but  it  hasn't  been." 
Evans'  tone  indicated  that  one  day  it 
will  be.  Evans  told  Forbes  that  the 
company  received  an  unexpected  bo- 
nus in  appliances  by  going  out  of  the 
TV  set  business.  Dealers  who  handle 
other  companies'  TV  sets  now  are 
carrying  Westinghouse  white  goods. 
The  appliance  sales  improved  by  25% 
{vs.  12%  for  the  industry)  in  1968 
and  by  17%  (vs.  7%  for  the  industry) 
in  1969.  Of  course,  the  starting  base 
was  admittedly  low. 

Green  Pastures 

What  else  are  the  Westinghouse 
master  planners  looking  at?  "People's 
problem  areas,"  says  Burnham.  "That's 
where  the  growth's  coming.  And  that's 
where  a  really  big  company  can 
achieve  substantial  growth,  tackling 
the  big  problems.  1  can  read  the  charts 
too,  you  know.  Emplo>Tnent  in  manu- 
facturing is  leveling  off.  Employment 
in  the  service  industries  is  going  up. 
Like  this."  And  his  hand  zooms  sky- 
ward. So  he's  nosing  WX  into  the  so- 
called  service  industries. 

How's  Westinghouse  doing  in  these 
"people"  areas?  There's  Coral  Springs 
(Fla.),  a  new  town  and  a  low-income 
housing  rehabilitation  project.  There's 
WX'  yet-to-be-installed  Sky  Bus  ele- 
vated line  in  transportation;  the  pro- 
grammed learning  division  at  West- 
inghouse Broadcasting. 

Education,  especially,  turns  Burn- 
ham on,  and  he's  not  discouraged  by 
the  slow,  rough  sledding.  "The  coun- 
try's spending  $50  billion  on  educa- 
tion now,"  he  says.  "One  day  it  will 
spend  it  properly;  then  we'll  reach 
what  I  call  society's  critical  point,  and 
Westinghouse  will  have  the  product 
or  service  to  meet  the  demand." 

Education  and  housing  aren't  his 
only  goals.   "Look  at  our  water-and- 
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waste-treatment  package."  Buinham 
was  referring  to  a  WX  division  that 
four  years  ago  made  no  money,  and 
'this  year  will  have  S50  million  in 
sales.  Westinghouse  doesn't  just  sell 
the  water- treatment  equipment,  it 
h^lps  find  the  funding,  assists  with 
the  form-filling  and  does  everything 
else  necessary  to  close  the  deal. 

Didn't  Westinghouse  take  its  lumps 
in  oceanography  {see  p.  22)  follow- 
ing just  this  approach?  "Yes,  every- 
one was  really  hot  for  oceanography. 
We  staked  out  a  place  too.  I  thought 
oceanographs  was  going  ahead  more 
rapidK  than  it  has;  it  has  stayed  pret- 
ty much  in  the  scientific  and  develop- 
ment stage— and  so  have  we. 

"That's  the  secret,  you  see:  pacing 
\ourself  to  the  demands.  When  the 
critical  point  does  come  for  oceanog- 
rapln,  we'll  ha%e  the  base  from  which 
to  e.xpand  \ery  rapidh— ji'st  as  we  did 
\\  ith  water  and  waste  treatment." 

Avoiding  the  Traps 

Burnham  has  also  been  very  smart 
about  what  to  avoid.  By  staying  out 
of  general-purpose  computers  he 
avoided  the  bloodbath  that  so  many 
other  ambitious  companies  took  trying 
to  break  into  the  field.  Westinghouse 
was  war\'  about  taking  contracts  for 
turnkes  nuclear  power  plants,  and 
tlierefore  lost  much  less  money  on 
them  than  CE  did.  WX  has  moved 
into  education,  but  slowly  and  care- 
fully and  with  a  shrewd  realization 
that  education  wasn't  going  to  be 
changed  o\einiglit— or  in  a  few  years. 

All  the  while,  Burnham  has  been 
carefully  positioning  WX  in  what  will 
almost  surely  be  the  growth  industries 
of  the  mid-  and  late  Seventies. 

He  says:  "I  set  a  good  high  target 
si.x  years  ago.  That's  all  right.  I  set 
high  targets.  Everyone  around  here 
has  targets.  We  ask  them:  'What  was 
\our  projection  for  1973  last  year? 
\\'hat  is  it  this  year?  Why  is  it  differ- 
ent?' Of  course,  we  ask  ourselves  the 
same  questions.  We  just  don't  go 
around  killing  things  off.  We  reap- 
praise. Then,  only  if  con\inced,  we  kill 
it  off.  That's  what  we  did  with  tele- 
vision sets,  and  that's  what  we'll  con- 
tinue to  do. " 

Burnham  explains  that  Westing- 
house "steers  its  research"  from  its 
voluminous  planning  reports.  "When 
public  interest  coincides  with  what 
we  have  been  aiming  for  in  the  pre- 
vious few  years,  we're  off  and  away." 

Oh  yes.  He  still  wears  a  tie  bar 
that  has  written  on  it:  5.  He  hasn't 
hidden  it  away  in  a  drawer.  He  keeps 
it  on  as  a  reminder  that  Westinghouse 
hasn't  quite  made  his  goals— but  that 
it  has  every  intention,  and  every  ca- 
pability, of  doing  so  before  Don  Burn- 
ham steps  down.  ■ 
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Labor 

Uprising 


Minnesota  boasts  the  highest  secondary  school  graduation 
rate  in  the  country,  92%.  Vocational-Technical  school 
enrollment  in  Minnesota  is  up  30%. 

Minnesota  has  unique  programs  and  facilities  for  training 
Its  people  to  meet  your  labor  needs.  Get  all  the  details 
In  our  free  booklet,  "Minnesota's  Instant  Manpower." 


minnesota 

Department  of  Economic  Development 
Industrial  Development  Division  Suite  402 
57  West  7th  Street,  St.  Paul,  Minnesota  5510i2 


Please  send  your  FREE  brochure,  "Minnesota's  Instant  Manpower." 
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Child  of  Empire 


A  fast-growing  U.S.  insurance  company,  American  Inter- 
national Group  has  strange  parentage,  but  a  bright  future. 


In  Shanghai  back  in  the  days  right 
after  World  War  I,  an  upstart  Ameri- 
can named  Cornelius  Vander  Starr 
had  the  audacity  to  challenge  the 
great  London  firms  that  controlled  the 
insurance  business  in  China.  They 
looked  as  impregnable  as  Gibraltar, 
but  Starr,  who  then  was  still  in  his 
20s,  thought  he  saw  a  fatal  weakness 
behind  the  granite  facade:  They  wrote 
insurance  mainly  for  Englishmen,  and 
would  not  advance  Chinese  to  respon- 
sible positions.  Starr  started  writing 
insurance  for  Chinese  and  surrounded 
himself  with  Chinese  staffers. 

When  Starr  died  a  little  over  a 
year  ago  at  the  age  of  76  in  New 
York,  he  left  behind  him  an  insurance 
empire,  C.V.  Starr  &  Co.,  on  which 
the  sun  never  sets  and  which  easily 
survived  the  loss  of  its  Chinese  assets 
when  the  Communists  took  over.  Even 
today  the  company  is  truly  an  empire, 
not  a  commonwealth.  The  men  who 
run  C.V.  Starr  &  Co.  actually  own  it, 
plus  149  other  companies,  through  a 
network  of  corporate  shells  and  sub- 
sidiaries. The  only  one  publicly  traded 
is  American  International  Group,  in 
which  the  Starr  interests  have  59%  con- 


trol; the  other  41%,  some  2.4  million 
shares,  are  traded  over-the-counter. 
They  recently  have  been  selling  at 
about  79. 

Until  shortly  after  World  War  II, 
Cornelius  Vander  Starr  himself  owned 
C.V.  Starr  &  Co.,  but,  having  no  heirs, 
he  arranged  for  his  management  even- 
tually to  buy  the  company. 

The  150  companies  in  the  Starr  em- 
pire do  business  in  100  countries  and 
write  $700  million  in  net  premiums 
annually.  "Our  total  assets,"  says  Mau- 
rice R.  Greenberg,  C.V.  Starr  &  Co.'s 
45-year-old  president,  "are  around 
$800  million,  and  total  life  policies  in 
force  run  to  about  $4.5  billion."  This 
puts  the  Starr  group  in  the  class  of 
insurance  outfits  like  Provident  Mu- 
tual Life  and  Home  Life  of  N.Y. 

Since  that's  a  lot  of  action  the  pub- 
lic isn't  getting  a  chance  of  buying, 
ever  since  Cornelius  Vander  Starr's 
death  there  has  been  speculation- 
based,  of  course,  on  wishful  thinking 
-that  all  the  C.V.  Starr  &  Co.  in- 
terests might  go  public.  Greenbeig 
says  there's  no  thought  of  doing  so 
now,  but  he  doesn't  mean  that  it  will 
never  happen.   "If,   in  the  course  of 


From  Shanghai  To  Miami.  It  has  been  a  long  road,  bui  also  a  profit- 
able one.  Cornelius  Vander  Starr  (right),  who  started  his  career  by 
insuring  Chinese  businessmen  when  the  British  companies  in  Shanghai 
wouldn't    '-''<^o  insured  the  last  Republican  National  Convention  (below). 


our  development,  we  became  more 
publicly  owned,  it  wouldn't  surprise 
me,"  he  declares. 

No  one,  except  those  who  run  it, 
knows  how  profitable  C.V.  Starr  &  Co. 
is,  but  there  are  indications.  AIG  has 
to  file  annual  reports.  Its  $600  million 
in  assets  make  it  look  puny  beside 
such  giants  as  Metropolitan  Life  ($25 
billion)  and  Prudential  ($26  billion), 
but  there  is  nothing  puny  about  its 
growth,  20%  a  year.  Nor  its  earnings 
after  taxes,  which  rose  from  $8.1  mil- 
lion in  1968  to  $13.2  million  in  1969. 

Once  an  Orphan 

AIG,  Starr's  59%-owned  American 
arm,  really  is  Greenberg's  creation. 
Greenberg  came  to  C.V.  Starr  &  Co. 
in  1961  from  Continental  Casualty  in 
Chicago,  where  he  was  a  vice  presi- 
dent at  the  age  of  29.  Vander  Starr 
brought  him  over  to  help  reorganize 
the  U.S.  operation,  which  until  then 
had  been  a  neglected  orphan.  By 
lopping  off  an  unwieldy  agency  op- 
eration, adopting  intensive  marketing 
and  originating  unusual  risk  cover- 
age, Greenberg  pushed  his  first  Starr 
company,  American  Home,  from  $25 
million  a  year  in  net  premiums  written 
to  $100  million.  He  was  on  his  way. 

Eventually,  he  took  over  the  whole 
U.S.  operation.  There  were  three  com- 
panies in  the  life,  property  and  casual- 
ty and  unusual  risk  fields  in  which 
C.V.  Starr  had  minority  interests.  To 
gain  complete  control  of  them,  Green- 
berg first  created  AIG  as  a  holding 
company  for  two  wholly  owned  Starr 
companies,  then  swapped  shares  and 
debentures  of  AIG  for  shares  of  the 
other  three. 

The  move,  as  the  figures  attest,  al- 
ready has  paid  off,  but  Greenberg 
predicts  that  it  will  pay  off  even  more 
in  the  years  to  come  through  central- 
ized accounting,  computer  and  port- 
folio services.  "In  the  Sixties,  you  saw 
expense  ratios  of  insurance  compa- 
nies come  down  from  roughly  40%  to 
32%  or  33%,"  Greenberg  says.  "We're 
down  around  30%  and  we  expect  to 
get  lower  than  that." 

Greenberg  is  especially  proud  that 
AIG  doesn't  have  to  depend  on  in- 
come from  securities  alone,  because 
his  underwriting  is  profitable  ("not 
like  some  insurance  companies"). 

Unless  C.V.  Starr  does  go  public, 
investors  never  will  know  whether  the 
company's  operations  overseas  are  do- 
ing as  well  as  AIG.  In  all  probability 
they  are,  because  C.V.  Starr  was  well 
established  before  it  even  thought  of 
invading  the  U.S. 

The  upstart  American  who  chal- 
lenged the  great  London  insurance 
firms  in  Shanghai  half  a  century  ago 
obviously  had  good  business  sense  as 
well  as  audacity.  ■ 
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We're  changing  the  face  of  America. 


Exterior— United  Air  Lines  Air  Freight, 
Uos  Angeles,  California.  Handsome  and  func- 
tional buildings  of  70'  x  240'  x  30'  and 
240'  X  320'  X  20' 

Interior — J.  I.  Case  Company,  Findlay,  Ohio, 
23,000  sq   ft.  building  combines  spacious 
showroom  with  second  story  executive  offices 


Promises,  promises.  Too 
many  companies  talk  these 
days  like  they've  just  come 
back  from  the  twenty-first 
century  with  the  most  ter- 
rific ideas.  As  a  contrast, 
here  are  just  a  few  practical 
things  Varco-Pruden  has 
done  for  you  recently. 

One — Inaugurated  a 
computer-designed  pricing 


system  which  predicts  build- 
ing costs  practically  to  the 
backside  of  a  Lincoln  penny. 
Two — Just  completed  our 
fifth  manufacturing  center, 
and  you've  got  to  be  hun- 
dreds, maybe  thousands  of 
dollars  ahead  in  shipping 
costs  as  a  consequence. 
(You've  got  to  be  days,  may- 
be weeks  ahead  in  occupy- 


ing your  new  building,  as 
well.)  Three— Beefed  up  our 
Franchised  Builder  educa- 
tional program  which  has 
made  V-P  builders  the  best 
in  the  business. 

What's  our  aim?  To  help 
you  afford  a  beautiful 
twentieth  century  building 
you  won't  be  ashamed  of  in 
the  twenty-first.  Write  for 


free  literature  and  the  name 
of  your  Franchised  Builder 
or  check  your  Yellow  Pages 
under  Buildings — Metal. 
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VARCO-PRUDEN 
METAL  BUILDINGS 

P.O.  Box  5036,  Pine  Bluff,  Ark  71601 
A  Fuqua  Industries  company 


There's  more  to  a  Varco-Pruden  building  than  a  big  build-up. 


Fastest  growing  metal  building  manufacturer  in  America  .  .  .  plants  in  Arl<ansas,  Wisconsin,  North  Carolina,  California,  Canada. 
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Bugs  ate  this  lake  clean. 

In  every  lake  or  river  or  stream  are  tiny 
little  microorganisms  that  eat  pollution. 

Thaf  s  all  they  do.  Eat  and  get  fat  and 
sink  to  the  bottom.  Where  they  won't 
bug  you. 

But  sometimes  the  water  gets  too  pol- 
luted. And  the  little  bugs  start  starving 
for  air.  And  stop  reproducing^and  eating. 

Thaf  s  the  problem  Union. Carbide's 
Linde  Division  took  on. 

We've  just  come  up  with  a  system 
that  gives  these  little  bugs  a  straight  shot 
of  pure  oxygen.  It  makes  them  eat  and 
eat  and  eat.  And  reproduce  more  rapidly. 
So  even  more  little  bugs  start  eating. 

Already  we've  used  this  oxygen  aera- 
tion idea  to  save  a  sick  river  in  Louisiana. 
And  we  think  it  can  revolutionize  waste 
water  treatment. 

Hungry  bugs  isn't  the  only  idea  we've 
had  to  clean  up  water  pollution.  We've 
had  a  lot  of  good  people  working  on  de- 
tergents that  chemically  break  down  and 
don't  spoil  the  water.  And  new  instru- 
ments to  constantly  watch  the  water  that 
goes  into  rivers  and  the  like. 

Back  to  bugs ... 

You  should  see  the  way  they  stuff 
themselves  once  you  whet  their  appetites. 


UNION 
CARBIDE 


THE  DISCOVERY  COMPANY 


When  North  American  Rockwell 
builds  a  rocket  engine, 

North  American  Rockwell 
builds  a  rocket  engine. 


We  make  the  world's  most 
powerful  rocket  engines.  Fiveof  them— 
each  as  powerful  as  17  Hoover 
Dams- lifted  the  3,000-ton 
Apollo/Saturn  moonship  from  its 
launch  pad,  and  started  man  on  his 
first  voyage  to  the  moon. 

Now  we're  also  building  another 


kind  of  rocket  engine  to  turn  and 
stabilize  huge  spacecraft  during 
interplanetary  travel— 
an  engine  smaller  than  a  paper  clip. 

It's  one  of  our  new  breed  of  space 
hardware  that  can  be  used  again  and 
again  as  space  flight  becomes  routine. 

But  our  experience  in  rocketry 
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does  more  than  just  give  us  ideas  for' 
more  rockets.  We're  in  20  related 
businesses  that  can  use  many  of  the 
technologies  we've  developed  in 
reaching  the  moon,  and  we  are 
applying  them  everywhere  we  can. 
That  way,  Apollo  will  go  a  lot 
farther  than  just  outer  space. 


North  American  Rockwell 


Our  Rocketdyne  Division  produces  engines 
for  all  three  stages  of  Apollo/Saturn,  and  has 
powered  more  than  450  U  S,  space  shots  Our 
other  products  range  from  oil  filters  to  packaging 
machines  to  hypodermic  needles  Write  for  our 
Annual  Report  Box  707,  El  Segundo,  Calif  90245 
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What  Price  Safety? 

Universal  Oil  Products'  merger  with  Calumet  & 
Hecia  may  have  saved  both  companies  from  the 
raiders.  But  a  merger  can  also  become  a  millstone. 


"We're  perhaps  as  big  as  any  com- 
pany in  the  air-correction  field,"  says 
Universal  Oil  Products  Chairman 
Maynard  P.  (Pete)  Venema.  And  he 
quickly  adds  that  UOP  is  moving  into 
water  management,  is  waiting  in  the 
wings  with  a  process  for  producing 
lead-free  gasoline  and  has  a  device 
to  remove  noxious  gases  from  car  ex- 
hausts. Both  of  the  last-mentioned  de- 
velopments grew  out  of  UOP's  basic 
business  of  providing  processes  and 
products  for  oil  refining. 

But  has  UOP's  stock  gone  through 
the  roof  along  with  other  pollution- 
control  stocks?  Just  the  reverse:  Its 
shares  sell  38%  below  their  1967  high 
of  S52. 

The  apparent  discrepancy  grew  out 
of  a  move  \'enema  made  two  years 
ago.  Fearing  a  raid,  he  merged  UOP 
with  another  suburban  Chicago  com- 
pany of  similar  size,  Calumet  &  Hecla, 
a  $151-million  (sales)  maker  of  cop- 
per tubing.  "Together,"  he  says,  "we 
were  less  likely  to  be  taken  over"— 
though  he  insists  this  wasn't  his  pri- 
mary motive  in  making  the  deal. 

But  N'enema,  a  35-year  UOP  vet- 
eran, also  concedes  that  he  overlooked 
some  obvious  weaknesses  in  Calumet 
&  Hecla.  C&H's  Michigan  mines  pro- 
duced only  about  20%  of  the  copper  its 
fabricating  plants  chewed  up.  And 
the  compan\  had  little  in  the  way  of 
long-term  commitments  from  other 
copper  producers  to  supply  the  metal 
at  the  so-called  producer  price,  now 
about  56  cents  a  pound.  This  forced 
C&H  to  pay  a  premium  for  most  of  its 
copper  in  the  scrap  market  and  over- 
seas where  prices  recently  were  as 
high  as  70  cents  a  pound.  Result: 
Calumet  &  Hecla  usually  earned  less 
than  10%  a  year  on  its  stockholders' 
equity  vs.  the  more  than  15%  UOP 
ivas  earning  at  the  time. 

The  ink  on  its  merger  agreement 
was  hardly  dr\-  before  C&H's  mines 
were  struck  by  workers  eager  to  get 
wage  increases  like  those  they  had 
just  won  from  the  major  copper  pro- 
ducers after  a  long  strike.  Venema 
says    he    couldn't    afford    what    the 


workers  wanted:  "We  were  unable  to 
reach  any  agreement  with  the  unions; 
so  we  shut  the  mines  down." 

Venema  had  to  take  a  $13-million 
writedown  on  the  mines  in  1969,  but 
that  was  only  the  beginning.  Closing 
the  mines  has  put  C&H  completely  at 
the  mercy  of  the  open  market  in  cop- 
per. Venema  still  insists  that  Calumet 
&  Hecla's  tubing  sales  in  air  condition- 
ing, nuclear  power  plants  and  water 
desalinization  equipment  fit  right  in 
with  UOP's  goals,  but  he  also  rec- 
ognizes that  C&H  will  never  be  solidly 
profitable  unless  it  somehow  gets  a 
steady  supply  of  copper  at  the  pro- 
ducer price. 

/f  Never  Rains  .  .  . 

To  make  matters  worse  for  Venema, 
he  was  also  pinched  for  profits  from 
some  of  his  other  operations  last  year. 
He  had  a  bit  of  trouble  with  his 
profitable  and  promising  airline-seat- 
ing business.  Some  airlines,  hard- 
pressed  for  money,  stretched  out  de- 
liveries of  seats. 

UOP's  construction  division  (oil  re- 
fineries, petrochemical  plants)  could 
not  complete  certain  projects  because 
of  delays  in  getting  equipment  from 
suppliers.  This  has  delayed  profits  on 
some  projects  and  may  cause  losses  on 
others.  "We  also  started  leasing  cata- 
Ksts  to  oil  refiners  in  1969,"  Venema 
adds.  "In  the  long  run  this  is  good 
for  earnings,  but  it  has  a  bad  short- 
term  eflect." 

UOP's  pack  of  troubles  caused  a 
32%  drop  in  1969  earnings  from  op- 
erations to  $1.36  a  .share,  the  lowest 
since  1964;  and  only  8%  on  equity. 
Venema  sees  it  as  a  temporary  dip. 
"Earnings  in  1970  should  not  be  too 
far  different  from  1968,"  he  says. 

In  essence  therefore,  Pete  Venema 
has  succeeded  in  keeping  UOP  out  of 
the  hands  of  a  raider,  but  only  by  a 
merger  that  made  his  company  less 
profitable  for  the  present.  The  ques- 
tion for  the  future  is  whether  he  can 
regroup  his  company  to  take  advan- 
tage of  the  undoubted  promise  of  its 
pollution-control  ventures.  ■ 


Copper  Tubing:  Good  business— if  you  have  a  supply  of  copper. 


For  6C  you  can 

get  the  same 

plant  site 

service  we  give 
Chrysler. 

The  price  of  a  postage  stamp. 

That's  all  you  need  to  command  the 
services  of  the  100  plant-location  spe- 
cialists of  the  New  "york  State  Depart- 
ment of  Commerce. 

Here,  ready  to  help  you,  is  the  team 
of  experts  whose  custom-made,  in-depth 
studies  have  helped  some  of  America's 
leading  corporations  decide  where  to  ex- 
pand existing  plants  and  locate  new  ones. 

Recently,  in  cooperation  with  Chrysler 
Corporation's  management,  we  analyzed 
the  tax  situation  in  the  Syracuse  area, 
the  location  of  their  New  Process  Gear 
Division. 

A  complete,  34-page  study  compared 
the  tax  situation  in  Syracuse  with  that  of 
three  other  comparable  sites  in  other 
states.  The  study  also  detailed  other  basic 
plant-location  factors,  including  trans- 
portation, labor  stability,  availability  of 
suppliers  and  other  resources. 

The  outcome?  Chrysler  decided  to 
build  a  multimillion-dollar,  558,000- 
square-foot  addition  to  its  existing  Syra- 
cuse plant. 

When  you  face  a  plant-location  deci- 
sion, you  want  the  best  advice  you  can 
get.  And  you  can  get  it,  just  as  Chrysler 
did,  on  a  completely  confidential  basis, 
by  writing  the  New  York  State  Depart- 
ment of  Commerce. 

Meanwhile,  find  out  about  all  the 
other  things  we  can  do  for  you.  Fill  in 
and  mail  the  coupon  below,  today. 


Commissioner  Neal  L.  Moylan 
New  York  State  Dept.  of  Commerce 
112  State  Street  (Room  338) 
Albany,  N.Y.  12207 
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Check  the  brochures  you  want  and  attach   ■ 
this  coupon  to  your  business  letterhead. 
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Britannia  Rules  tfie  Pubs 


Though  they've  /ost  their  empire,  the  British  haven't  lost  their  touch. 
Now  they're  out  to  conquer  the  bars  of  America  and  the  cafes  of  Europe. 


That  cozy  little  pub  you  recall 
from  >our  visit  to  Britain  is,  in  a  cor- 
porate sense,  about  as  little  as  Sears, 
Roebuck  and  as  cozy  as  Madison 
Square  Garden.  The  odds  are  five  to 
one  that  it  is  owned  by  a  huge  cor- 
poration whose  marketing  men  are 
carefully  studying  how  best  to  ex- 
ploit its  charm. 

Since  before  the  days  of  William 
the  Conqueror,  the  English  pub  has 
been  a  unique  social  gathering  place. 
Now  it  is  suddenly  going  interna- 
tional. Name  a  European  city  and 
there,  amid  the  sidewalk  cafes  and 
bistros,  are  the  familiar  signs— the  Sir 
Winston  Churchill  (Paris),  the  Wil- 
liam Shakespeare  (Stockholm),  Mr. 
Pickwick  (Geneva),  The  Bull  (Brus- 
sels), The  British  Grenadier  (Vienna), 
the  George  &  Dragon  (Florence)— all 
complete  with  frosted  glass,  red  plush, 
mugs  and  draught  beer  from  the 
(metal)  barrel. 

Tight  Little  Industry 

The  industry  that  mounts  this  for- 
eign thrust  is  a  big  one;  what  makes 
it  big  is  how  much  Britons  drink  and 
where  they  like  to  drink  it.  They 
drink,  on  average,  the  equivalent  of 
142  12-ounce  U.S.  bottles  of  beer  per 
head  per  year,  or  almost  twice  as 
much  as  the  average  American.  Un- 
like the  typical  American,  who  drinks 
at  home  before  the  TV  screen,  the 
typical  Briton  still  drinks  at  the  pub- 
He  house.  But  don't  be  misled  by  the 
quaint  names:  Eight  out  of  ten  pubs 
are  "tied  houses"— that  is,  owned  by  a 
brewery  whose  beer  it  features. 

This  integration  of  ownership  from 
brewing  right  through  retailing  is  a 


monopolistic  situation  that  few  other 
countries  would  countenance.  But  it 
is  one  that  an  exhaustive  2/2-year  Mo- 
nopolies Commission  study  despaired 
of  improving.  In  1900  Britain  boasted 
over  6,000  local  breweries.  By  last 
year,  after  a  rush  of  ever-larger  merg- 
ers and  takeovers  in  the  Sixties,  only 
211  were  left.  They  were  owned  by 
just  99  companies,  which  also  owned 
60,000  of  Britain's  74,000  pubs. 

At  the  pinnacle  are  seven  major 
groups:  Allied  Breweries,  Bass  Char- 
ington,  Whitbread,  Watney  Mann,  Ar- 
thur Guinness,  Scottish  &  Newcastle, 
Courage  Barclay  &  Simonds.  Their 
combined  sales  amount  to  $3.2  billion. 
These  seven  make  70%  of  the  nation's 
beer  and  six  (excluding  Guinness) 
own,  in  addition  to  their  pubs,  6,000 
liquor  stores. 

Today  those  big  brewers  see  them- 
selves as  the  nucleus  of  a  vast  new 
leisure  industry.  They  are  busily  con- 
verting the  domestic  inns  into  "fun 
pubs"  where  customers  can  find  din- 
ing, music  and  dancing,  amusement 
machines,  even  chances  for  impulse 
shopping.  Their  motherly  barmaids  re- 
placed by  miniskirted  chits,  the  pubs 
are  being  turned  into  captive  outlets 
not  only  for  the  owner's  brew  but  for 
his  wines,  spirits,  cigarettes  and  any- 
thing else  he  wants  to  sell. 

The  awakening  is  probably  none 
too  soon.  Genuine  historic  pubs  apart, 
most  public  houses  in  Britain's  cities 
had  degenerated  into  decomposing 
Victorian  relics.  For  years  the  brewers 
had  arranged  their  bookkeeping  to 
yield  high  returns  on  wholesale  beer 
(12.8%  margin  on  sales  for  the  top  11 
companies  vs.  5.05%  for  18  U.S.  brew- 


ers). But  they  showed  little  profit 
frorn  pub  properties,  although  two- 
thii  ds  of  the  $3  billion  in  capital  of  the 
top  six  pub-owning  brewers  is  tied  up 
in  such  assets. 

Harder  Stuff 

'  Over  the  last  six  years,  coming  to 
their  senses,  these  six  brewers  have 
poured  some  $350  million  into  their 
pubs,  and  several  have  also  built  up 
major  hotel  chains.  They  have  been 
buying  up  wine  and  liquor  companies: 
The  biggest,  Allied,  with  $829  million 
total  sales,  now  does  $300  million 
worth  of  business  a  year  in  wine  and 
liquor.  They  also  have  been  buying 
up  chains  of  take-home  liquor  stores 
—lest  the  Briton,  like  the  Yankee, 
should  forsake  his  pub  for  his  home 
TV  screen.  In  both  pubs  and  retail 
stores,  they  have  been  promoting  in- 
expensive brand-name  wines  in  a  way 
traditional  wine  merchants  never 
dreamed  of,  and  consumption  of  wine 
has  been  rising  some  8%  a  year. 

Watney  Mann,  the  fourth-largest 
brewer  (sales:  $346  million),  is  one  of 
the  more  enterprising  merchandisers. 
It  has  been  changing  the  face  of  its 
6,000  pubs.  It  has  created  a  chain  of 
elaborate  "Schooner  Inns,"  often  con- 
verted from  run-down  old  pubs  at  a 
cost  of  $75,000  to  $100,000  each,  do- 
ing big-volume  food-and-drink  busi- 
ness. Says  chairman-elect  Michael 
Webster,  "In  pure  retailing  terms,  the 
profit  from  other  things  is  often  great- 
er than  from  selling  beer." 

Watney  Mann  has  also  formed  a 
special  entertainment  division.  This  in- 
cludes a  chain  of  "Birds  Nest"  pubs, 
which  provided  pop  music  and  disc 
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jockeys  and  even  charge  admission, 
and  a  chain  of  "Rainbow  Rooms"  that 
^put  on  cabarets,  nightclub  style.  The 
advantage  is  that  they  can  stay  open 
long  past  regular  pub-closing  hours, 
and  sell  drinks  at  nightclub  prices. 
Uverall,  Webster  calculates  that  cater- 
ing and  entertainment  raise  pub  mark- 
ups from  around  20f  to  SO*?.  "I  would 
e.xpect  the  proportion  of  group  profits 
from  nonbeer  sales  to  double  in  five 
years,  and  probably  to  double  again 
in  ten,"  he  says. 

l.e  Drug  Store 

Bass  Charrington,  the  U.K.'s  second- 
largest  brewing  group  (sales:  S756 
million),  was  formed  a  year  ago  in 
the  industry's  biggest  merger  yet.  Be- 
sides 10,000  pubs  it  owns  158  hotels, 
and  it  has  the  biggest  stake  in  real  es- 
tate of  any  brewer,  ranking  among  the 
top  dozen  British  companies  in  invest- 
ed capital.  It,  too,  is  going  all  out  to 
realize  its  assets. 

Bass  Charrington's  showpiece  is  the 
Chelsea  Drug  Store  in  Chelsea's  hip 
King's  Road.  Amid  the  burgeoning 
boutiques,  Bass  Charrington  had  a 
decrepit  old  pub.  The  land  was  worth 
its  weight  in  gold,  but,  says  Chairman 
Alan  Walker,  "The  whole  place  made 
a  profit  of  £2,500  [$6,000],  absurd 
for  a  prime  site."  So  Walker  spent 
some  $400,000  to  convert  it  into  a 
gleaming  aluminum  structure.  Inside, 
the  architects  utilized  every  inch  of 
space,  from  the  old  cellars  up.  Be- 
sides the  "pub,"  the  structure  now  en- 
folds a  restaurant  and  a  rabbit  warren 
of  stalls,  selling  everything  from  cos- 
metics, paperbacks  and  costume  jewel- 
ry to  the  flimsiest  of  mini-see-throughs. 
(What  better  time  and  place  for  a 
boy  to  impulse-buy  his  lass  a  sexy 
present?)  From  it,  says  Walker,  "We 
ought  to  make  about  £60,000 
[$144,000]  a  year,"-nearly  25  times 
the  former  profit. 


The  big  British  brewers  are  going 
abroad  in  a  big  way,  too,  as  cultural 
boundaries  in  the  Free  World  grow 
easier  to  cross.  Just  as  ordinary  Eng- 
lishmen have  become  fledgling  con- 
noisseurs of  wine,  so  the  traditional 
Continental  wine  drinker  is  starting  to 
go  for  beer.  Consumption  has  doubled 
in  15  \ears  in  France  and  ten  in  Italy, 
while  the  Spaniard's  intake  is  grow- 
ing at  20?  annually. 

Today  British  beer  is  the  "in"  thing 
on  the  Continent,  selling  at  three  and 
four  times  the  home  price.  It  remains, 
however,  a  specialty.  So  the  British 
are  buying  into  local  breweries  with 
their  lager-type  fennentation  and  their 
local  cafe  chains.  Because  breweries 
on  the  Continent  are  still  far  more 
fragmented  than  in  the  U.K.,  there  is 
plenty  of  scope:  Belgium,  for  example, 
has  266  breweries  to  Britain's  211, 
but  brews  less  than  a  fourth  as  much 
beer.  Gennany,  where  the  govern- 
ment helps  keep  breweries  small  by 
increasing  taxes  with  output,  has 
2,000  breweries. 

Watney  Mann  now  owns  Belgium's 
second-biggest  brewer  plus  2,000 
cafes  there  and  250  in  France;  for  the 
British  brewers  are  buying  up  Conti- 
nental cafe  and  liquor  retailing  chains. 
But  they  are  also  setting  up  their  own 
British-style  pubs,  which  are  the  lu- 
crative part  of  the  operations.  Says 
Watney  Mann's  Webster:  "The  mark- 
up is  never  less  than  100%  on  the  Con- 
tinent vs.  20%  in  Britain." 

Taking  another  tack.  Allied  Brew- 
eries' Sir  Derek  Pritchard  initiated 
the  Skol  International  consortium,  with 
several  foreign  breweries  as  partners. 
Today  Skol  lager  is  brewed  under 
Coca-Cola-type  franchise  arrange- 
ments in  18  countries;  it  represents 
the  first  attempt  to  launch  a  new  beer 
with  an  international  brand  image 
from  scratch.  New  Skol  breweries 
are   being  built  in   Cost.*   Rica   and 


Iran,  and  there  are  moves  to  take  it 
into  the  U.S.  and  Germany  as  well. 

With  Allied's  foreign  sales  already 
close  to  $50  million,  Chairman  Pritch- 
ard is  deteimined  to  go  international 
in  a  big  way:  Last  year  he  tried  to 
have  his  group  acquired  by  Britain's 
fourth-largest  company,  giant  Unilev- 
er, Ltd.  (sales  $2.5  billion).  That 
deal  fell  through,  but  Allied  is  still 
interested  in  joining  a  global  mar- 
keting company,  and  Unilever  is  still 
interested  in  beer  and  pubs. 

Tomorrow  the  U.S. 

Watney  Mann,  meanwhile,  is  tack- 
ling the  toughest  market  of  all:  the 
U.S.  It  helped  launch  Lord  Hardwick 
Inc.,  a  public  company  in  the  U.S. 
that  aimed  at  a  500-unit  franchise 
chain;  but  franchising  money  was  so 
scarce  that  only  one,  in  Washington, 
D.C.,  is  open  so  far.  Watney  Mann 
has  a  second  U.S.  outlet  in  Andy 
Capp  Pubs,  which  hopes  to  open  15 
units  this  year,  15  in  1971  and  over 
200  by  1975.  But  Watney  Mann  can- 
not do  one  thing  in  the  U.S.,  and 
that  is  run  tied  outlets.  So  while  Wat- 
ney's  Red  Barrel  beer  will  be  on  sale 
in  these  chains,  it  will  be  in  competi- 
tion with  other  brands. 

The  Bass  Charrington  group  has 
not  yet  tackled  the  U.S.,  but  it,  too, 
is  setting  up  pubs  in  Europe.  As 
Chairman  Walker  sees  it:  "It's  not  so 
much  the  popularity  of  English  beer 
as  the  English  pub.  People  are  bored 
by  Continental  cafes.  We  may  end 
with  100  pubs  on  the  Continent." 
Thus  are  modern  British  businessmen 
discovering  that  they  have  more  things 
to  export  than  their  predecessors  even 
dreamed. 

The  Americans  may  have  been  the 
inventors  of  modern  marketing,  but 
the  British  are  showing  that  when 
they  put  their  minds  to  it  they  can 
learn  terribly  fast.  ■ 
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The  first  new-style  Briiish 
pubs  appealed  most  to  four- 
ists,  giving  a  touch  of  old 
English  atmosphere  plus  mini- 
skirts and  entertainment. 
Now  the  new  fad  is  affect- 
ing tradition-bound  local 
drinking  spots.  Even  the  old- 
timers  have  learned  to 
like  "entertainment  centers." 


More  Real  Than  Apparent 

Ed  Carter  has  done  an  even  better  job  than  it  seems  in  expand- 
ing Broadway-Hale.  But  there's  a  merchandising  hurdle.  .  .  . 


If  Edavard  W.  Carter,  the  square- 
jawed,  bespectacled  president  of 
Los  Angeles'  Broadway-Hale  Stores, 
learned  anything  back  at  Harvard 
Business  School,  it  was  the  value  of 
consistency.  So  he  could  be  expected 
to  devise  a  careful  strategy  and  then 
stick  to  it. 

Fortunately,  he  devised  a  good  one 
in  the  days  just  after  the  end  of 
World  War  H.  "I  knew  the  nation 
would  prosper,"  he  says,  "even  though 
others  cried  depression.  I  was  sure 
the  affluence  of  the  country  would 
increase  and  that  goods,  being  the 
symbol  of  affluence,  would  experience 
increased  demand.  Partly  because  I 
studied  my  statistics,  and  partly  be- 
cause of  a  gut  feeling,  I  also  knew 
California  would  grow  faster  than  the 
rest  of  the  country.  We  developed  the 
first  shopping  center  in  1947  because 
I  realized  the  retailing  consequences  of 
the  movement  to  the  suburbs." 

Perceptions  this  accurate  should 
yield  results— and  they  did.  From  be- 
ing a  $30-million  operation  in  the  late 
Forties,  B-H  by  the  mid-Sixties  had 
become  the  largest  West  Coast  de- 
partment store  chain,  with  sales  last 
year  of  some  $640  million.  Much  of 
this  sales  growth  was  generated  inter- 


Alod    Alerchand/se,    Old    Image. 

That's  one  big  problem  facing 
Broadway-Hale  President  Ed  Carter 
(above).  The  Broadway,  B-H's  larg- 
est division,  has  long  been  noted 
for  low  prices,  bland  displays  and 
fashionless  goods.  Its  upgrading, 
through  new  stores  and  merchan- 
dising methods,  will  be  a  long  job. 


nally;  but  a  good  part  also  came  from 
acquiring,  in  early  1968,  a  majority 
interest  in  San  Francisco's  Emporium 
Capwell  chain  (sales  that  year:  $192 
million).  The  following  year  came 
fancy  Dallas-based  specialty  retailer 
Neiman-Marcus  ($70  million).  Sunset 
House,  a  $30-minion-sales  Los  An- 
geles mail-order  operation,  and  a  Con- 
necticut-based bookstore  chain. 

Hidden  Returns 

And  profits?  On  the  surface,  they 
appeared  to  be  lagging.  Although 
sales  more  than  doubled  in  the  last 
four  years,  the  reported  earnings  gain 
was  only  from  $1.84  per  share  in  1966 
to  some  $2.35  last  year,  while  return 
on  equity  dipped  from  12.3%  to  per- 
haps a  shade  over  11%  vs.  an  industry 
median  of  13%  (Forbes,  Jan.  1), 

Actually,  Carter  was  doing  much 
better  than  that.  Since  Broadway- 
Hale  completed  acquiring  its  50.3%  in- 
terest in  Emporivim  Capwell  in  Jan- 
uary 1968,  it  has  included  in  its  own 
figures  all  of  EC's  sales  and  assets;  but 
49.7%  of  EC's  earnings  went  to  mi- 
nority holders.  The  inevitable  effect 
was  to  depress  Broadway-Hale's  own 
profitability  figures.  Further,  largely 
because  of  rapid-transit  construction 
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near  two  stores  that  account  for  35% 
of  EC's  sales,  Emporium  Capwell's 
earnings  fell  to  $8.6  million  in  1968 
from  $9.8  million  the  year  before, 
which  held  Broadway-Hale's  per- 
share  net  practically  level.  Even  so, 
Emporium  Capwell  managed  to  show 
a  margin  of  4/2  cents  per  dollar  of 
sales,  up  with  the  best  in  the  depart- 
ment store  field. 

The  apparent  financial  problem, 
then,  should  take  a  long  step  toward 
solution  when  Carter  completes  the 
merger  (which  he  expects  to  do  soon) 
and  gets  all  of  Emporium  Capwell's 
earnings  on  Broadway-Hale's  books. 
But  Carter  still  does  not  live  in  the 
best  of  all  possible  worlds:  He  faces  a 
hefty  merchandising  problem. 

Broadway-Hale  has  always  been  a 
retail  operation  aimed  at  the  middle 
class,  and  so,  to  an  almost  equal  de- 
gree, has  been  Emporium  Capwell. 
However,  in  an  increasingly  affluent 
society,  the  most  promising  retail  mar- 
ket lies  in  the  growing  number  of 
upper-middle-class  families.  "An  ad- 
vantage of  catering  to  the  middle-in- 
come market,"  says  Carter,  "is  that 
when  expanding  we  can  move  in  ei- 
ther direction."  But  that  is  easier  said 
than  done:  Broadening  a  store's  ap- 
peal to  bring  in  a  new  higher-income 
group  of  customers,  without  alienat- 
ing the  customers  one  already  has,  is 
one  of  the  hardest  tricks  in  the  de- 
partment store  business.  Only  a  hand- 
ful of  stores,  like  Federated  Stores' 
Bloomingdale's  unit  in  New  York  or 
May  Co.'s  G.  Fox  unit  in  Hartford, 
Conn.,  have  ever  done  it  with  com- 
plete success. 

Here,  of  course,  owning  Neiman- 
Marcus  is  an  obvious  advantage— but 
not  without  a  danger  attached.  What 
Carter  must  somehow  do  is  learn  from 
Neiman-Marcus  how  to  upgrade  the 
appeal  of  Broadway-Hale  and  Em- 
poriimi  Capwell  stores  to  higher-in- 
come customers  without  in  any  way 
downgrading  Neiman-Marcus  or  in- 
hibiting its  expansion. 

Another  expansion  opportunity  may 
exist  in  the  mail-order  field,  where 
the  various  parts  of  Broadwa>-Hale 
got  total  sales  of  some  $50  million  last 
year.  Neiman-Marcus  already  has  a 
flourishing  mail-order  business  (much 
of  it  overseas),  which  could  perhaps 
be  expanded  through  judicious  use  of 
Sunset  House's  expertise  and  enor- 
mous customer  list. 

Carter  obviously  is  confident  that 
these  opportunities  can  be  grasped 
and  the  perils  avoided,  for  he  is  plan- 
ning for  continuing  expansion  far  down 
the  road.  "1  am  now  58,"  he  •  says 
carefully,  "and  the  retirement  age 
here  is  65,  but  before  I  leave  I  plan 
to  see  Broadway-Hale  a  billion-dollar 
company."  ■ 
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It's  easy  for  g. 

the  exact  temperature  that's  right  for 
growing  each  type  of  flower.  Because 
nGas  infra-red  heaters  can  be  precisely 
ulated,  even  in  different  open 
as  of  the  same  building. 

In  fact,  Gas  burners  actually 
enrich  the  greenhouse  atmosphere. 
The  result?  Larger,  healthier, 
faster-growing  plants. 

Gas  infra-red  heaters  work  so 
efficiently  because  they  warm  objects 
and  people  directly.  So  heat        /^'  ^ 
doesn't  get  wasted  on  a  lot  j 

of  air  in  between. 

Whether  you're  growing  a  plant 
or  operating  one,  Gas  infra-red  can 
help  you  solve  your  difficult  ^ 

heating  problems.  Just  ask  your  local 
Gas  Company  Sales  Engineer 
to  tell  you  how.  ^ 

A  AMERICAN  GAS  ASSOCIATION,  INC.  ' 


Coupe  deVille.  Cadillac  Motor  Car  C  o' 


Vie  closer  you  look  the  better  it  looks.  Take  a  dose  look  at  Cadillac  soon.  Thei\ 
Cadillac  provides  special  rewards  to  the  businessman.  For  he  can  count  on  even  more  than  Cadillacs  472  cubic-inch 
engine,  its  substantial  way  of  moving  and  its  generous,  quiet  interiors.  He  can  also  specify  the  most  advanced  of  all  div 
front  seats,  the  supreme  comfort  of  Automatic  Climate  Control  and  many  other  luxury  features  that  add  not  only  to  the  e 
ment  of  Cadillac  motoring  but  also  to  its  desirability  at  trade-in  time.  Your  own  eyes  will  prove  the  best  has  become  even  h 


STANDARD    OP  THE  WORUD 


Why  Make  Monuments? 

In  electrical  equipment,  there's  generally  less  money 
to  be  made  in  the  heavy  end  than  in  the  odds  and  ends. 
But  it  took  an  outsider  to  convince  l-T-E  Imperial. 
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Good  thinc.s  often  come  in  little  pack- 
ages, as  any  girl  knows.  But  just  tr>' 
to  sell  that  idea  to  a  man  who's  in 
love  \\  ith  massive  machinery— particu- 
larly a  smallish  producer  infatuated  by 
the  thrill  of  competing  with  its  in- 
dustry's giants. 

Until  two  years  ago,  that's  about 
how  things  stood  at  Philadelphia's 
venerable  I-T-E  Circuit  Breaker,  now 
I-T-E  Imperial,  which  had  sales  last 
year  oi  S284  million.  Xo  one  could 
ever  con\ince  the  Scott  family,  who 
once  controlled  I-T-E,  that  in  electri- 
cal equipment  it  makes  more  sense  for 
a  smallish  company— and  in  that  field 
$284  million  is  small— to  concentrate 
on  high-profit  specialized  components 
in  many  small  markets  than  on  the  er- 
ratic, low-margin  business  of  supply- 
ing heavy,  high-voltage  machinery  for 
the  utilities. 

"I-T-E  was  almost  completely  ori- 
ented towards  the  big  unit,"  says  a 
businessman  who  knows  the  company 
well.  "You  know,  'Let's  build  the  big 
units  and  \\ ell  get  our  name  in  Elec- 
trical World  right  beside  GE  and 
Westinghouse.'  They've  always  had 
first-rate  products,  but  no  one  was 
paying  attention  to  profits." 

Indeed  they  weren't.  Aside  from  a 
s!iort-li\ed  spurt  in  earnings  in  1956 
and  1957  when  a  utility  capital-spend- 
ing boom  made  every  supplier  look 
good,  I-T-E's  net  income  remained 
stagnant  for  nearly  15  years  (see 
chart).  "The  results  were  pretty  lousy, 
I'd  have  to  admit  that!"  says  I-T-E 
President  William  C.  Musham. 

But  things  have  changed  at  I-T-E 
in  recent  years.  In  early  1967  lawyer- 
financier  Derald  Ruttenberg,  who  had 
lost  a  prior  bid  to  merge  I-T-E  into 
Worthington  in  1963,  finally  won  a 
pro.xy  fight  for  control  of  the  compa- 
ny. In  as  chief  executive  came  bluff 
but  self-effacing  Bill  Musham,  54,  then 
president  of  Imperial  Eastman,  a  small, 
profitable  (S2.9  million  earnings  on 
1967  sales  of  $42.3  million)  producer 
of  hydraulic  and  pneumatic  controls. 
In  April  1968  the  two  companies 
merged. 

Bill  Musham  refuses  to  criticize  for- 
mer management,  but  to  him  the  solu- 
tion is  crystal  clear.  "All  you  have  to 
do  is  read  the  annual  reports  to  find 
out  that  the  bits-and-pieces  sort  of 
business  is  more  profitable  in  the  elec- 
trical industry  than  great  big  elab- 
orate pieces  of  equipment,"  he  says, 
grabbing  a  handful  of  such  bits  and 
pieces  from  a  nearby  cabinet.  "Why  a 


lot  of  companies  making  wall  switches 
and  things  like  that  are  making  more 
money  than  we  are  in  our  power 
equipment.  Now  you  take  this  little 
fuse,  for  example.  .  .  ." 

Accordingly,  I-T-E  Imperial  has 
been  acquiring  small  companies  that 
make  specialty  low-unit-value  compo- 
nents in  related  fields  like  plumbing 
and  heating,  pneumatic  and  fluid  con- 
trols, motor  controls  and  electrical 
equipment.  "My  basic  philosophy  is  to 
broaden  our  product  line  in  these 
areas,"  explains  Musham,  "rather  than 
to  integrate  vertically.  We're  in  rea- 
sonably good  growth  areas  and  we 
have  a  reasonably  good  distribution 
system.  The  trick  is  to  put  more 
through  it." 

Heavy  in  Spots 

Not  that  Musham  intends  to  aban- 
don the  heavy-ecjuipment  business  al- 
together, particularly  when  order 
backlogs  are  at  record  levels.  "We  can 
amount  to  something  in  heavy  equip- 
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Musham  of  I-T-E 

ment  if  we  pick  our  spots  and  don't 
try  to  compete  across  the  board,"  he 
says.  I-T-E  has  two  new  products  in 
this  area,  for  example,  that  Musham 
feels  have  excellent  growth  potential. 
One  is   a  compact   switching   station 
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*Merged  with  IMPERIAL*  EASTMAN  CORP.  April,  1968 
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Many  growth 
markets 
get  a 
lift  from 
R 
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&  Myers 


By  offering  a  wide  range  of  high  quality  products,  Robbins  &  Myers' 
Hoist  &  Crane  Division  is  well  qualified  to  gain  increasing  sales 
volume  in  the  many  growth  markets  requiring  overhead  materials 
handling  equipment.  New  plant  construction  and  the  expansion  or 
modernization  of  existing  plants  create  constant  business  opportu- 
nities. And  so  does  the  replacement  of  worn-out  or  obsolete  lifting 
equipment.  The  big  lift  from  R&M  is  provided  by  two  types  of  reg- 
ular hoists,  a  new  Micro-Speed  hoist,  various  types  of  cranes  in 
capacities  to  25  tons  and  spans  to  90  feet,  crane  components  for 
assemble-it-yourself  jobs,  and  a  new  line  of  stacker  cranes.  Other 
R&M  divisions  make  electric  motors,  industrial  pumps,  fans,  port- 
able and  built-in  electric  heating  units,  and  refuse  reduction  equip- 
ment. Altogether  Robbins  &  Myers  offers  6  diversified  product  lines 
in  at  least  12  major  growth  markets.  Write  for  R&M  Annual  Report. 


ROBBINS  &  MYERS,  INC. 


1234  Lagonda  Ave.,  Springfield,  Ohio  45501 
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that  requires  just  20%  of  the  two  acres 
or  so  required  for  conventional  switch-  ^™ 
ing  stations.  Another  is  an  extra-high-  ^B| 
voltage  gas  transmission  system.  Again,        j 
the   market   is   crowded   urban   areas 
where  large  blocks  of  power  must  be 
brought  in  underground,  blocks  that 
exceed  the  capacity  of  standard  cable ' 
transmission.   "A  lot  of  other  people 
are   working   in   this    area,"   Musham 
concedes,  "but  we've  got  a  little  bit 
of  a  lead  here,  I  think." 

Still,  Bill  Musham  is  well  aware 
that  he  has  set  a  challenging  goal  for 
I-T-E  Imperial.  Unlike  AMP,  a  com- 
pany that  he  greatly  admires  and  that 
is  one  of  the  industry's  profit  and 
growth  leaders  because  it  dominates 
hundreds  of  small  specialty  markets  in 
electrical  connectors,  I-T-E  Imperial 
faces  larger  competitors  wherever  it 
turns.  Companies  that  find  themselves 
in  a  similar  position,  like  Allis-Chal- 
mers  and  Joy  Manufacturing,  have 
floundered  badly  when  they  tried  to 
buck  that  competition  in  every  mar- 
ket. Whether  I-T-E  Imperial  will  be 
able  to  avoid  a  similar  fate  depends 
to  a  large  extent  on  how  well  Bill 
Musham  picks  his  targets. 

Win,  Place  or  Show 

"It  would  be  a  real  mistake  for  us 
to  be  a  second-rate  supplier,"  he  says. 
"We're  not  going  to  be  less  than  No. 
Three  in  any  market  we're  in."  That 
may  mean  pulling  back  in  highly-com- 
petitive, low-margin  markets  such  as 
large  rectifiers  for  metropolitan  transit 
systems,  he  hints.  And  it  may  mean 
staying  out  of  tempting  markets,  such 
as  the  design  of  control  systems  for 
petrochemical  plants— an  area  in 
which  experienced  companies  like 
Foxboro  and  Leeds  &  Northrup  have 
had  some  profit  problems.  "To  put  it 
bluntly,  we  don't  want  to  get  into  com- 
plex systems  work,"  says  Musham.  "A 
whole  lot  of  people  have  taken  a  real 
beating  in  this  area.  We're  going  to 
be  in  subsystems,  such  as  work  sta- 
tion automation." 

So  far,  the  company's  results  have 
been  moderately  encouraging.  Last 
year,  partly  as  a  result  of  acquisitions, 
I-T-E  Imperial  managed  to  earn  $1.85 
a  share,  up  from  $1.67  in  1968  but 
not  quite  back  to  pro  forma  1966  re- 
sults of  $1.93. 

Of  course,  there  still  remains  the 
old  question  of  whether  I-T-E  will  re- 
main independent.  After  all,  Rutten- 
berg  is  not  only  1-T-E's  chairman,  but 
also  Studebaker-Worthington's  presi- 
dent; and  Musham  himself  is  an  S-W 
director.  The  decision,  however,  may 
not  hinge  on  personalities.  If  1-T-E, 
which  as  recently  as  1966  sold  at 
only  nine  times  earnings,  is  really  a 
resurgent  company,  it  might  well  do 
better  on  its  own.  ■ 
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All  our  bankers  aren't  bankers,  anymore. 


vieet  our  expert  in  Corporate  Finance. 

The  day  we  hired  Sam  Myer  to  help  direct  our  new  Finan- 
ial  Consulting  Service,  we  acquired  23  years  of  experience 
1  financial  counseling.  Experience  with  some  of  the  coun- 
ry's  finest  investment  banking  and  brokerage  firms. 

Now,  big  or  small  businesses  and,  in  fact,  any  organiza- 
ion  requiring  financial  planning,  can  come  to  us  in  strictest 
ionfidence  and  get  answers  to  such  questions  as: 

How  much  money  will  we  need  to  implement  our  plans 
for  growth?  How  much  of  it  should  be  raised  externally? 

Should  we  go  public? 


Should  we  have  more  debt?  Should  it  be  long  term? 

What  will  different  types  of  money  cost  us?  What  money 
market  should  we  enter?  And  when? 

A  year  ago,  we  couldn't  begin  to  answer  questions  like 
these.  If  we  got  any,  we'd  refer  them  to  appropriate  financial 
specialists. 

Today,  when  a  customer  asks  a  question  about  capitaliza- 
tion or  capital  growth,  we  can  give  him  the  answer  of  an 
expert.  Ours. 

First  Pennsylvania  Banli 

The  First  Pennsylvania  Banking  and  Trust  Company 
15th  and  Chestnut  Sts.,  Philadelphia,  Pa.  19101 
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Faces  Behind  the  Figures 


"No  Development  without  Profit" 

Rodman  C.  Rockefeller,  presi- 
dent of  International  Basic  Econo- 
my Corp.,  has  the  job  of  putting 
together  the  pieces  of  his  father's 
shattered  dream.  In  1947  Nelson 
Rockefeller  launched  IBEC  as  a 
company  that  would  reconcile  so- 
cial goals  and  profit-making  in  the 
underdeveloped  countries.  But  20 
years  later,  IBEC  was  only  squeak- 
ing by,  earning  a  tiny  one-half  of 
1%  on  $213  million  in  sales. 

Stressing  the  social  goals  and  for- 
getting profits,  IBEC  made  very 
Httle  money.  It  also  never  had  the 
social  impact  Nelson  Rockefeller 
envisioned. 

But  Chairman  Donald  Meads 
and  37-year-old  Rodman  have  re- 
vamped IBEC.  "Even  a  manufac- 
turing operation  of  ours  in  Europe 
was  losing  money,"  Rodman  Rocke- 
feller says,  "and  that  was  ridicu- 
lous. We  closed  down  some  parts. 


beefed  up  others  and  turned  it 
completely  around.  We  understand' 
a  lot  better  that  you  can't  have 
development  without  profit,  be- 
cause otherwise  you  have  no  re- 
generative or  growth  potential." 

Despite  the  bombings  of  IBEC 
supeiinarkets  in  Argentina,  where 
losses  were  largely  covered  by  in- 
surance, IBEC's  earnings  jumped 
to  $5.2  million  on  sales  of  $178 
million  in  the  first  nine  months  of 
1969.  And  the  Rockefellers'  success- 
ful mutual  fund  businesses  in  South 
America,  Thailand  and  Spain  will 
soon  be  extended  in  a  joint  venture 
with  another  old  and  wealthy  fami- 
ly—the Rothschilds. 

If  Rodman  Rockefeller  can  make 
IBEC  still  more  profitable,  more 
capitalists  in  underdeveloped  coun- 
tries might  put  their  money  into 
domestic  ventures  instead  of  in 
Swiss  banks.  Then  IBEC  would 
start  to  play  the  role  that  Nelson 
Rockefeller  hoped  for  it.  ■ 


Rockefeller  of  IBEC 


Jvst  Like  Brothers 

Five  years  ago,  Robert  Anderson 
and  John  J.  Riccardo  were  two 
young  executives  obviously  on  their 
way  to  bigger  things.  Anderson, 
then   only   44,   was   general  man- 


Riccardo  of  Chrysler 


ager  of  Chrysler's  big  Chrysler- 
Plymouth  division;  Riccardo,  41, 
was  his  assistant  general  manager. 
And  Chrysler  was  on  the  come- 
back trail,  setting  sales  and  earn- 
ings records,  taking  business  from 
both  Ford  and  General  Motors. 

Anderson  and  Riccardo  made  a 
good  team.  Anderson,  an  engineer, 
had  spent  his  entire  career  at 
Chrysler;  Riccardo  was  an  account- 
ant who  had  joined  the  company 
only  in  1959.  Both  were  extremely 
capable,  ambitious  and  hard-driv- 
ing. But  Anderson  was  a  more  gre- 
garious, out-going  man  who  liked 
a  good  party;  Riccardo,  though  no 
teetotaler,  preferred  home  and  fam- 
ily. Both  were  excellent  gin  rummy 
players,  but  rarely— if  ever— played 
together. 

Then  Riccardo  was  promoted 
ahead  of  Anderson,  who  quit  soon 
after  to  become  a  division  head  at 
North  American  Rockwell. 

Well,  as  things  turned  out,  both 
men  got  to  the  top  at  almost  the 
same  time:  Riccardo  became 
Chrysler  president  in  January,  An- 
derson North  American  Rockwell 
president  in  February.  But  the  paral- 
lel doesn't  end  there.  Both  men's 
victories  have  a  bittersweet  quality. 
Chrysler,  its  sales  down  with  the 
rest  of  the  industry  and  its  market 
share  off,  suffered  a  huge  earnings 
drop  last  year.  North  American 
Rockwell  is  no  better  off.  Its  aero- 


space-military operation  has  lost  a 
key  contract  and  could  face  years 
of  low  defense  spending. 

So  Riccardo  and  Anderson  have 
their  hands  full.  Granted,  they  got  to 
the  top.  But  they  may  have  got 
there  a  few  years  late— or  early.  ■ 


Anderson  of  NAR 
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Faces  Behind  the  Figures 


"I'd  Do  It  Again" 

Two  YEARS  AGO  Gcorge  \V.  (Bill) 
Woemer  Jr.,  then  39,  had  risen  in 
12  years  to  head  International  Busi- 
ness Machines'  marketing  in  22 
Midwestern  states.  His  3,000-odd 
salesmen  sold  over  SI  billion  worth 
of  computers  a  year.  He  got  a  fat 
salary,  liked  IBM  and  had  a  bright 
future,  but  he  felt  itchy. 

Ling-Temco-\'ought  Chairman 
James  J.  Ling  (bcloic)  offered 
W'oerner  the  chance  to  run  a  new 
computer  ser\ices  company  called 
Computer  Technology,  and  \\'oer- 
ner  became  its  first  chief  executive 
officer  in  August  1968.  Ignoring  the 
fact  that  about  hvo-thirds  of  Com- 
puter Technology's  1968  "earnings" 
of  11  cents  a  share  came  from  a 
contract  with  LTV,  investors  bid 
the  stock  as  high  as  42)2.  For  a 
time,  on  paper  at  least,  Woemer 
was  worth  over  S2  million. 

Today?    Computer    Technology 


shares  are  selling  for  $7.  Woerner 
has  been  fired.  Ling  is  selling 
35.5%  of  Computer  Technology  to 
University  Computing.  And  Woer- 
ner has  launched  a  lawsuit  charg- 
ing, in  effect,  that  the  LTV-UCC 
deal  is  milking  Computer  Tech- 
nology stockholders. 

All  this  might  seem  a  case  study 
in  why  one  should  cling  to  the 
security  of  a  big  corporation.  But 
Woerner  says  no.  "In  Computer 
Technology  I  was  building  a  com- 
pany of  my  own.  I  had  a  better 
education  there  about  business, 
about  people." 

Still,  W'oerner  learned  what 
many  an  IBM  expatriate  has 
learned:  that  one  is  not  necessarily 
more  free  in  a  small-company  set- 
ting. "I  began  with  the  impression 
that  I  was  starting  a  new  company 
and  Jim  Ling  was  an  investor  in  it. 
I  didn't  consider  myself  as  working 
basically  for  Jim  Ling.  Maybe  this 
was  my  mistake."  ■ 


Woerner,  ex-Compufer  Technology 


There  Go  the  Family  Jewels 

Want  to  bl^y  a  glamour  company 
at  bargain  prices?  You  should  have 
been  in  Dallas  last  month.  James 
J.  Ling,  the  47-year-old  chief  ex- 
ecutive of  Ling-Temco-Vought, 
Inc.,  was  selling  them  off  at  a  pace 
that  would  make  a  used-car  sales- 
man proud:  Jan.  7,  35.5^  of  Com- 
puter Technology  {see  above)  for 
over  $20  million;  Feb.  18,  Braniff 
and  Okonite  put  on  the  block; 
Feb.  27,  Wilson  Sporting  Goods 
for  $63  million.  The  conglomerator 
had  become  the  auctioneer. 

From  1966  to  1968  Ling  in- 
creased LTV's  sales  from  $468 
million  to  $2.7  billion,  mainly  by 
four  major  acquisitions.  Now,  earn- 
ings are  going  down  nearly  as  fast 
as  sales  went  up.  Only  two  divisions 
(LT\'  Aerospace  and  Wilson  Phar- 
maceutical &  Chemical)  showed  a 
profit  gain  in  1969.  Four  (Wilson 
&  Co.,  Wilson  Sporting  Goods, 
Jones  &  Laughlin  and  Braniff) 
showed  declines.  And  three  ( Okon- 
ite, LTV  Electrosystems  and  LTV 
Ling  Altec)  showed  losses.  All 
told,  LTV  the  holding  company 
had  a  1969  loss  of  $8.3  million 
(after  an  extraordinary  charge). 

Ling's  biggest  problem  is  his 
steel  company,  Jones  &  Laughlin. 
Since  he  bought  it  in  1968,  eventu- 
ally paying  about  $550  million  for 
81%  of  the  stock,  nothing  has  gone 


right.  The  Government  launched  a 
lawsuit,  challenging  the  merger 
on  antitrust  grounds.  J&L  was  hit 
by  strikes,  weak  prices  and  morale 
problems.  Its  stock  fell  to  $20  from 
the  $42.50  cash  Ling  had  paid  in 
his  initial  tender  offer. 

Now,  with  the  interest  charges 
on  the  money  Ling  borrowed  to 
buy  J&L  running  over  $20  million  a 
year,  he  badly  needs  cash.  He 
could  get  it  from  profits  of  the  oth- 
er divisions,  but  they  are  falhng.  Or 
he  could  sell  the  divisions. 

But  why  get  rid  of  glamour,  or 
potential  glamour,  such  as  an  air- 
line, a  computer  software  or  a 
sporting  goods  company?  Appar- 
ently, Ling  has  no  choice.  His  ma- 
jor alternative,  which  the  Govern- 
ment approved,  would  be  to  sell 
off  J&L.  But  LTV's  share  of  J&L's 
total  market  value  now  is  only 
$238  million  vs.  the  $550  million 
Ling  paid.  That  means  LTV  would 
have  to  swallow  a  $300-million- 
plus  loss,  assuming  it  sold  J&L  for 
its  current  market  value.  This 
might  wipe  out  LTV's  stockholders' 
equity  which,  as  of  last  June  30, 
was  only  $292  million. 

So  Ling  is  handcuffed.  His  big- 
gest holdings  are  in  defense,  which 
is  out  of  favor;  meat  packing,  a  so- 
so  industry;  and  J&L. 

Things  at  LTV  could  get  worse 
before  they  get  better.  It  will  re- 
quire  at   least   another   $200   mil- 


lion to  get  J&L's  Hennepin  facility 
to  a  money-making  point. 

Woerner,  an  operating  man,  mis- 
judged the  financial  realities  of 
LTV  and  ended  up  out  on  the 
street.  Paradoxically,  Ling,  a  finan- 
cial man,  must  now  face  his  test 
as  an  operating  manager.  ■ 

Ling  of  LTV 
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Faces  Behind  the  Figures 


Staunch  Boat,  Stormy  Sea 

You  MIGHT  THINK  that  Chailcs  W. 
Robinson  is  a  worried  man  these 
days.  His  Marcona  Corp.  has  60% 
of  its  assets  and  gets  37%  of  its 
revenues  from  Peru.  The  junta  of 
military  officers  that  runs  Peru 
doesn't  seem  quite  sure  whether  it 
wants  to  go  to  the  right  or  to  the 
left,  but  it  has  cracked  down  on  a 
good  many  American  businesses: 
Standard  Oil  of  New  Jersey,  U.S. 
fishing  boats,  W.R.  Grace. 

Marcona,  however,  has  been  left 
pretty  much  alone.  A  jointly  owned 
venture  of  Cyprus  Mines  and  Utah 
Construction  &  Mining,  it  mines  iron 
ore  near  Peru's  southern  coast,  then 
carries  it  to  port  on  an  11-mile-long 
conveyor  belt.  Most  of  Marcona's 
9.6-million-ton  output  is  shipped  to 
Japan  in  the  company's  30-vessel 
fleet  (including  eight  ore-oil  car- 
riers), one  of  the  world's  largest 
dry-bulk  shipping  operations. 

So  why  isn't  Robinson  worried? 
For  one  reason,  he  knows  how  to 
get  along  with  Latin  Americans- 
even  confused  and  confusing  gen- 
erals. "With  the  political  climate  in 
Peru,"  he  says,  "you  cannot  stand 
pat  on  a  contract."  Robinson  says 
he  has  voluntarily  renegotiated  con- 
tracts four  times,  each  time  giving 
Peru  a  larger  share.  As  of  the  latest 
contract,  the  government  gets  75% 
of  subsidiary  Marcona  Mining  Co.'s 
earnings.  But  shed  no  tears.  Last 
year  Marcona  netted  $21  million  on 
sales  of  just  under  $190  million. 

Moreover,  Robinson  is  an  old 
hand  in  Peru,  mining  there  since 
1953.  By  continually  expanding  the 
mine,  Robinson  has  kept  Marcona's 
operation  one  step  ahead  of  the 
government's  ability  to  run  it.  So 
far,  he  has  weathered  five  difi^erent 
governments.  He's  on  good  terms 
with  Peru's  current  leaders.  Better 
yet,  he's  on  excellent  terms  with 
his  best  customers,  the  Japanese 
steel  companies.  Not  only  do  the 
Japanese  take  most  of  Marcona's  ore, 
they  also  built  the  ships  that  carry 
it.  As  Robinson  puts  it;  "If  we  had 
to,  we  could  rapidly  deploy  our  fleet 
elsewhere  in  the  ore  market  and 
not  show  a  substantial  drop  in  rev- 
enues." Less  diplomatically:  With- 
out Marcona,  where  would  the 
Peruvians  sell  the  ore  and  how 
would  they  ship  it? 

This  doesn't  mean  Robinson  likes 
the  way  Peru  is  drifting. 

"I  am  really  quite  discouraged 


Robinson  of  /Marcona  Corp. 


with  Peru,"  he  says  quietly.  "They 
don't  know  what  they  want  and 
may  have  to  go  pretty  far  to  learn 
the  economic  facts  of  life."  So, 
while  not  backing  off  in  Peru,  Rob- 
inson is  looking  for  alternate  sources 
of  iron  ore,  which  means  he  might 
have  to  expand  Marcona's  equity 
base.  Cyprus  Mines  and  Utah 
Construction  have  already  tried  to 
sell  their  share  of  Marcona;  Robin- 
son believes  a  merger  with  a  major 


shipping  company  might  be  the 
answer.  Robinson  knows  that  a 
Peruvian  mining  company  will  not 
command  much  of  a  price/earn- 
ings ratio.  "So  we  must  change  our 
image  to  one  of  an  international  re- 
sources transportation  company," 
he  says.  "With  our  Peruvian  image, 
there's  no  way  we  could  issue  stock 
and  get  a  decent  price.  It's  nice  to 
have  a  staunch  boat,  but  it's  better 
to  have  a  calm  sea."  ■ 
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1ell  someone  you  Find  hard  to  like 
about  Larks  GasTrap  Filter. 


Gas-Trap' filter 


Taste  communicates. 
And  Lark's  unique  gas 
reduction  gives  Lark  a 
uniquely  smooth  and 
easy  taste. 

Prove  it  step  by  step. 

irst,  tell  him  that  almost  90%  of  cigarette 
moke  is  made  up  of  gases.Then  say  that  Lark's 


-MTANONCCmNe  CnJEK 

lAtTANO  *«COT)Ne  PtLTES*! 


patented  Gas-Trap  filter  not  only  reduces  "tar' 
and  nicotine,  but  certain  harsh-tasting  gases 
in  cigarette  smoke, too. 

Finally,  offer  him  a  Lark.  He'll  taste  th 
difference  Lark's  unique  filter  makes. 

So, tell  someone  about  Lark. 
You  may  find  at  least  one  area 
of  agreement. 


ng  Size 
or  1005 
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Faces  Behind  the  Figures 


Driving  Security  Analysis  Nuts 

If  anything  is  calculated  to  drive 
an  old-time  security  analyst  crazy, 
it's  companies  like  Manpower  Inc. 
Physical  assets?  It  has  few.  What 
does  it  make?  Nothing.  Patents  or 
processes?  None. 

Manpower  is  a  Milwaukee-based 
company  with  offices  around  the 
country  that  businessmen  can  call 
for  part-time  or  seasonal  help.  Man- 
power's gross  profit  comes  from 
adding  about  one-third  to  what  it 
pays  its  temporary  help. 

How  do  you  judge  a  service  com- 
pany like  this?  The  only  thing  you 
have  to  go  on  is  earnings.  Here 
Manpower  looks  good:  up  from  41 
cents  a  share  in  1960  to  $1.82  in 
the  fiscal  year  ended  last  June; 
revenues  up  from  $20  million  to 
$99  million,  plus  nearly  $94  million 
in  sales  by  franchised  offices. 

Tlie  company  was  started  in 
1948  by  Elmer  Winter  and  Aaron 
Scheinfeld,  both  lawyers.  They've 
made  a  fortune  from  it.  The  com- 


pany is  Big  Board  listed,  but  the 
founders'  families  still  own  54%  of 
the  stock,  making  them  worth  near- 
ly $46  million  on  paper. 

Since  the  business  requires  al- 
most nothing  in  the  way  of  fixed  as- 
sets and  only  limited  working  cap- 
ital, the  return  can  be  enormous; 
with  hardly  any  debt  for  leverage. 
Manpower  last  year  netted  24.5% 
on  stockholders'  equity. 

But  how  do  you  judge  such  a 
company?  Will  its  good  manage- 
ment outlast  the  Scheinfeld-Winter 
regime?  Besides,  hundreds  of  com- 
petitors are  waiting  for  Manpower 
to  stumble.  The  runners-up  in  tem- 
porary services,  Kelly  Services  and 
Olsten,  are  well  established,  while 
Victor  Comptometer  and  Dicta- 
phone have  only  recently  broken 
into  the  field. 

This  doesn't  bother  President  El- 
mer Winter.  "We  have  a  five-to- 
1 5-year  lead,  with  offices  in  386 
U.S.  cities.  And  we're  expanding 
fast  overseas,  too."  Perhaps,  but 
historically,  numbers  of  small  com- 


Turnaround  at  NYU? 

New  York  University's  Graduate 
School  of  Business  Administration 
has  about  2,500  night  and  500 
day  students.  This  makes  it  the 
biggest  graduate  business  school 
(Harvard's  total:  2,089),  but  not 
even  NYU's  proudest  alumnus 
could  claim  it  is  the  best.  The  prob- 
lem of  making  the  biggest  better  is 
up  to  Dr.  William  R.  Dill,  who  will 
become  the  new  dean  of  the  gradu- 
ate school  in  June.  Dr.  Dill  comes 
to  NYU  from  International  Busi- 
ness Machines,  where  he  was  pro- 
gram director  of  education  research 
and  development  in  IBM's  data  pro- 


cessing division.  Before  that.  Dill 
had  been  associate  dean  of  Car- 
negie Tech's  Graduate  School  of  In- 
dustrial Administiation;  he  helped 
to  formulate  the  Carnegie  Tech 
Management  Game,  a  management 
simulation  teaching  technique. 

A  degree  from  NYU  doesn't  com- 
mand the  MBA  salaries  of  Harvard 
or  Wharton,  where  current  gradu- 
ates are  starting  jobs  at  $14,000 
and  up.  NYU,  however,  is  close  to 
Wall  Street— not  only  in  geography 
but  in  sentiment.  It  has  given  high- 
ly motivated  students  from  lower 
Manhattan  a  chance  to  improve 
their  business  education  in  night 
courses. 


Dill  of  NYU 


Winter  of  Manpower 


petitors  turn  an  industry  into  a 
low-profit  business.  Winter,  and  the 
investors  who  price  his  stock  at 
some  25  times  earnings,  are  betting 
that  Manpower  can  avoid  this.  ■ 


"We  have  the  opportunity  to  pio- 
neer a  new  kind  of  management 
education  for  the  man  at  mid-ca- 
reer," Dill  says.  "I'm  less  convinced 
today  that  any  school  can  give  a 
man  in  his  20s  the  full  range  of 
things  a  businessman  needs  to  know 
for  his  entire  career."  Dill  thinks 
NYU  is  in  a  perfect  spot  to  offer 
transition  programs  to  businessmen 
moving  from  specialized  to  general 
management  functions. 

There  are  problems  aplenty: 
Common  complaints  are  that  the 
admission  policy  is  not  selective 
enough,  courses  too  specialized,  the 
faculty,  in  many  cases,  of  low  qual- 
ity, the  evening  students  them- 
selves often  too  tired  to  respond 
fuUy  in  night  classes  after  a  full 
day's  work. 

To  deal  with  them.  Dill  expects 
to  introduce  some  changes  in 
NYU's  curriculum.  Until  now  NYU 
has  served  up  specialized  courses 
in  marketing,  security  anahsis, 
banking  and  so  forth.  But  with  the 
role  of  business  in  society  coming 
more  into  question.  Dill  thinks 
NYU  students  need  a  broader, 
more  inter-disciplinary  view.  "We 
not  only  have  to  teach  a  man  about 
marketing  or  accounting,  but  how 
to  manage  at  the  top  levels."  Maybe 
then  MBA  degrees  from  NYU  will 
start  being  worth  $14,000,  too.  ■ 


Transco, 
the  gas  transmission 
with  built-in  growth  patentiai 


We  started  20  years  ago  as  one  company  with  one  service.  Nat- 
ural gas  transmission.  We  are  still  one  company  with  one  service. 
Natural  gas  transmission. 

But  we're  now: 

•  A  $l-billion-plus  company  (with  a  new  plant  investment  ap- 
proaching half  a  billion  dollars  in  three  years). 

•  A  corporation  with  60,000  shareowners. 

■  A  pipeline  system  that  now  totals  nearly  8,500  miles.  From 
Texas  through  the  mushrooming  Southeast  along  the  Atlantic  sea- 
board and  up  through  the  Northeast  megalopolis. 

By  pioneering  the  use  of  large-diameter  pipe,  we've  been  able  to 
deliver  gas  at  the  lowest  rates  in  Transco's  marketing  areas: 
The  densest  population  area  in  the  U.  S.,  with  the  lowest  saturation 
in  the  use  of  gas. 


A  built-in  growth  potential.  For  Transco.  And  for  Transco's 
major  customers,  some  of  the  highest  rated  utility  companies  in 
the  country. 

Our  profitability  and  growth  records  are  among  the  best  in  the 
industry.  In  1959,  earnings  from  operations  rose  for  the  17th 
straight  year.  An  average  increase  of  12%  a  year  resulting  from 
pipeline  operations. 

Will  we  continue  to  grow  without  acquisitions  or  mergers? 

Transco's  President,  James  B.  Henderson: 

"Our  decisions  not  to  diversify  are  based  on  the  principle  that  we 
put  our  funds  to  work  where  they  will  do  the  most  good  for  our  stock- 
holders. If  we  see  an  opportunity  to  do  better  than  we  have  been 
able  to  do  in  the  transportation  of  natural  gas,  we  will  consider  that 
proposal  seriously  and  without  prejudice." 

Transco,  the-gas  transmission  company  that  performs. 

Transcontinental  Gas  Pipe  Line  Corporation,  Houston,  Texas. 
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The  Money  Men 


The  Bedroom  Theory 


Lepercq  of  Lepercq,  de  Neuflize 


f0 


"Investing  is  like  sexual  inter- 
course," says  Paul  Lepercq,  talking 
like  the  proverbial  Frenchman,  and 
Frenchman  he  is,  bom  in  Lyons  48 
years  ago.  With  a  Gallic  shrug  of 
his  shoulders,  he  is  replying  to 
Forbes'  question:  What  principles 
do  you  follow  in  investing? 

We  wanted  to  know,  because 
Paul  Lepercq  is  one  of  our  more 
successful  money  men.  He  is  presi- 
dent of  Lepercq,  de  Neuflize  &  Co., 
an  investment  banking  firm  that 
manages  $250  million  in  individual 
and  institutional  accounts.  He  runs 
the  Istel  Fund,  which  has  total  net 
assets  of  $109  million.  Istel  has  a 
brilliant  but  somewhat  erratic  rec- 
ord: In  Forbes'  latest  Mutual  Fund 
Survey,  Istel  rated  "C"  in  up  mar- 
kets, "A"  in  down  markets.  Le- 
percq is  also  chairman  of  the  fi- 
nance committee  of  Schlumberger 
Ltd.,  the  $420-mil]ion  oil  instru- 
mentation service  and  electronics 
company,  and  has  played  a  big  role 
in  Schlumberger's  attempt  to  ac- 
quire CoHins  Radio. 

Lepercq  wasn't  being  facetious 
when  he  likened  Wall  Street  to  a 
bedroom.  What  he  was  saying  is 
this:  You  consider  a  girl's  looks  and 
her  figure,  how  she  dresses  and 
how  old  she  is  and  how  well  she 
dances  and  what  she  talks  about, 
but  in  the  end  you  either  fall  in 
love  with  her  or  you  don't. 

Before  the  interview  was  over, 
Lepercq  had  used  some  other  meta- 
phors besides  the  bedroom  one, 
but  his  point  was  the  same:  You 
consider  all  the  facts,  but  in  the 
end,  investing,  like  falling  in  love, 
is  an  impressionistic  game. 

Now  most  money  men  don't  talk 
the  way  Lepercq  does.  When  you 
talk  to  most  of  them,  they  can  tell 


you  exactly  why  they  did  what  they 
did.  They  structure  their  lives  into 
neatly  labeled  boxes.  The  boxes 
read:  Polaroid,  bought  1960,  still 
held;  Control  Data,  bought  1962, 
sold  1969;  Litton  Industries,  bought 
1956,  sold  1968.  The  illusion  is  that 
they  knew  pretty  much  what  they 
were  doing  when  they  did  it. 

But  only  the  illusion.  Because 
only  in  hindsight  do  we  know  pre- 
cisely why  we  act  in  a  certain  way. 
At  the  actual  time  of  decision  we 
are  subject  to  a  variety  of  influ- 
ences and  circumstances.  We  fall  in 
love,  we  make  the  great  decision, 
then  assign  reasons  to  what  we  did. 
Lepercq  says  investing  is  like  this. 

Press  Lepercq  further  to  explain 
his  techniques,  and  he'll  talk  about 
the  new  headquarters  he  has  just 
designed.  It  has  no  private  offices, 
no  closed  doors,  just  one  big  mod- 
ernistic bullpen.  Lepercq  explains 
that  the  office  is  structured  to  his 
working  habits.  He  thinks  best  on 
his  feet,  pacing  around,  and  the 
open  office  enables  him  to  throw  his 
ideas  quickly  at  any  one  or  some 
or  all  of  his  associates.  "My  invest- 
ment ideas  are  nurtured  through 
talking  with  the  people  here  and 
my  friends,  approaching  the  prob- 
lem from  various  angles." 

Lepercq  insists  he  is  very  Ameri- 
can, emphasizes  that  he  has  lived 
here  for  22  years,  nearly  half  his 
life,  that  he  has  studied  at  Harvard 
Business  School.  But  he  is  very 
French  in  his  thinking  and  in  the 
way  he  describes  himself.  The 
French  love  to  generalize  and  theo- 
rize rather  than  talk  about  facts. 

"As  I  see  it,"  he  says,  "there  can' 
be  two  extremes  to  a  man's  career 
or  profession.  At  one  end  of  the 
spectrum,  one  may  be  dealing  with 
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well-defined  things.  One  can  touch 
/  and  see  what  one  is  working  with, 
the  way  an  industrialist  or  an  archi- 
tect does.  An  industrialist,  for  ex- 
ample, can  install  a  machine  and 
see  it  t\im  out,  say,  bottle  caps. 

"But  at  the  other  extreme,  is  the 
world  of  politics  or  the  world  of  is- 
sues. I  see  the  stock  market  as  be- 
ing like  politics.  What  is  important 
is,  how  will  the  voters  vote.  How 
does  one  think  they  will  vote.  In 
buying  a  stock  you  have  to  choose 
the  one  people  will  vote  for."  Or  the 
one  they  want  to  go  to  bed  with, 
to  get  back  to  his  first  metaphor. 

Don't  assume  from  this  that  Le- 
percq  is  a  kind  of  mad  genius.  Ac- 
tually he  is  a  very  disciplined  man 
who  disapproves  of  drinking  and 
smoking  and  swims  a  mile  at  the 
New  York  Athletic  Club  every  day. 
It's  not  that  he  doesn't  believe  in 
facts  and  figures,  it's  just  that  he 
doesn't  have  the  absolute  faith  in 
them  that  so  many  Americans  do. 

"Choosing  stocks  is  not  a  con- 
crete profession,  and  what  I'm  try- 
ing to  tell  you  is  that  price  earn- 
ings multiples  and  earnings  mean 
nothing  to  me.  Nothing.  There's 
only  one  concrete  thing  in  the  stock 
market  and  that  is  price. 

"So  it's  irrelevant  to  me  whether 
a  stock  is  selling  at  eight  or  50 
times  earnings.  First  of  all,  what 
earnings  are  you  talking  about- 
past,  present  or  projected?  And 
what  if  a  company  changes  its  ac- 
counting or  whatever?  No,  there  is 
nothing  sacred  about  P/Es.  The 
worst  thing  to  do  is  buy  a  stock  be- 
cause it  has  a  so-called  low  P/E. 

"When  I  invest,  I  look  at  the 
company's  price  and  decide  wheth- 
er it's  worth  that.  And  I  suppose  if 
you  wanted  something  else  con- 
crete, there's  the  dividend.  But  I 
only  look  at  that  once  in  a  blue 
moon— such  as  with  Jersey  Standard 
recently,  where  the  yield  is  7)i%  and 
the  price  is  bottom.  But  there  are 
so  many  other  dimensions." 

In  reply  to  a  question  about 
what  he  thinks  of  the  current  mar- 
ket, Lepercq  says,  "In  my  way  of 
operating,  there  are  always  good 
stocks.  Today  it  is  just  a  little  hard- 
er than  usual  to  find  good  compa- 
nies, but  there  are  enough  of  them. 
We  are  fully  invested.  We  almost 
always  are  fully  invested." 

Because  it  is,  Istel  hasn't  done 
too  well  the  last  12  months.  The 
net  asset  value  has  declined  about 
17%  (Arthur  Lipper).  Lepercq  con- 


cedes he  thought  the  market  had 
hit  bottom  last  October  and  was 
about  to  turn.  He  thinks  he  was 
right,  just  premature. 

Lepercq  is  mainK  invested  in  fi- 
nancial and  resource  companies  he 
feels  will  do  well— Chase  Manhat- 
tan and  Mobil  Oil,  for  example. 

One  thing  about  Lepercq:  He 
isn't  a  fickle  lover,  not  a  one-night 
Casanova  like  some  of  the  "per- 
formance" types.  Some  of  the  stocks 
in  his  portfolio.  Bankers  Trust, 
AT&T  and  Kings  Dept.  Stores,  for 
example,  have  been  in  his  port- 
folio for  over  four  years.  The  Istel 
Fund's  turnover  last  year  was  only 
about  22/?;  some  of  the  perfor- 
mance funds  turn  their  portfolios 
over  every  six  months  or  so. 

If  you  push  Lepercq  to  explain 
why  he's  heavy  in  this  stock  or  that 
he'll  usually  answer:  "Good  man- 
agement. If  there's  one  thing  I've 
learned,  it  is  to  put  a  premium  on 
management. 

"What  do  I  mean  by  good  man- 
agement? The  funny  thing  about 
really  good  managers  is  this:  They 
know  they  can't  know  where  they're 
going  to  be  three  years  from  now, 
but  they  do  know  they  won't  be 
where  they  are  today." 

We  guess  what  he  is  saying  is 
that  great  management— or  great 
investing  in  stock— is  like  a  great 
love  afiPair:  You  know  it  when 
you've  got  it  but  you  can't  de- 
scribe it  and  you  don't  know  how 
long  it's  going  to  last.  ■ 


THE  DIAMOND  OF  HER  DREAMS 

at  investment  prices 


Buy  Diamond  Jewelry  direct  from  one 
of  America's  well  known  diamond 
cutters.  Pay  only  actual  market  price. 
We  refund  all  monies  unless  your 
own  appraisal  shows  value  V4  to  Vz 
higher. 

Over  5,000  styles  $100  to  $100,000 

I  Send  for  FREE  80-PAGE  CATALOG 

I    EMPIRE  DIAMOND  CORP.,  DEPT.  46 


Empire  State  BIdg.,  New  York,  N.Y.  10001 


j    NAME 

I   ADDRESS. 
I    


.ZIP. 


Fiberglass 


HATfERAS 


Owners  of  wood  boats  are  usually 
surprised  at  the  roominess  of  the 
Hatteras.  Molded  reinforced 
fiberglass  construction  eliminates 
beams,  ribs  and  frames.  There's 
more  living  and  storage  space. 
Write  for  the  name  of  nearest 
dealer.  For  portfolio  of  color 
literature,  enclose  $1.00.  Send  to 
2501  Kivett  Drive,  High  Point, 
N.C.  27261 


f» 


Hatteras  Yacht  Division 

North  American  Rockwell 
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Introducing 
the  Burlington  Northern^ 

The  new  railroad 


with  a 


word 


From  this  day  on  all  of  us  on  the  Burlington 
Northern  are  going  to  use  that  word  "Yes"  when- 
ever and  wherever  we  can. 

That's  why  we  merged. 

That's  why  we  welded  four  fine  railroads— the 
Burlington,  Great  Northern,  Northern  Pacific,  and 
the  Spokane,  Portland  &  Seattle  into  one  great  new 
line — to  give  us  even  more  opportunities  to  say 
"Yes". 

We're  determined  to  make  the  new  Burlington 
Northern  the  most  efficient  trans- 
portation and  distribution  company 
in  America.  Imagine:  four  railroads 
operating  as  a  single  network  along 
24,398  miles  of  track,  connecting  18 
states  and  two  Canadian  provinces, 
joining  the  great  cities  of  the  Mid- 
west with  the  cattle-rich  plains,  the 
grain  lands  of  the  prairies,  the  timber- 
lands  of  the  Northwest  and  the  great 
ports  where  the  sea  roads  start  for  the  Orient. 

The  merger  took  this  out  of  the  realm  of 
imagination  and  brought  it  to  a  reality.  Now  it's 
up  to  us  to  make  that  reality  work.  It's  up  to  us 
to  use  the  enormous  capabilities  we  now 
have  to  give  you  a  railroad  that  wiU 
do  the  kind  of  job  you've  always 
wanted  a  raikoad  to  do. 


When  shippers  ask,  "Can  we  have  equipment 
available  at  a  specified  time?",  we  will  say  "Yes" 
more  often.  Even  now  we  have  125,823  cars  in  our 
expanded  fleet,  and  a  modem  control  center  to 
direct  them  when  and  where  they're  needed. 

When  shippers  ask  us  if  we  can  cut  transit 
time,  we  intend  to  say,  "Yes,  we  can!"  In  fact,  we 
will  be  using  new,  shorter  routes,  reducing  delays, 
speeding  freight. 

When  shippers  ask  us  if  we  can  help  them  ex- 
pand profitably  into  new  markets, 
we  win  say  "Yes!"  We're  starting  in 
that  direction  with  wider  routing 
and  more  valuable  transit  and  di- 
version privileges  which  became 
available  upon  merger. 

And  to  the  shipper  who  asks  if 
we  can  save  him  time  and  money, 
we'll  say,  "Yes,  we  can!" 

That's  our  aim.  To  say  "Yes" 
and  keep  on  saying  it  as  often  as  possible. 

Contact  a  Burlington  Northern  Yes-Man  and 
ask  him  how  the  country's  newest  railroad  can 
serve  you.  He's  the  same  man  you  talked  to  before 
the  merger,  except  now  he  can  say 
"Yes"  more  often. 


BURLINGTON 
NORTHERN 


Formerly  the  Great  Northern.  Northern  Pacific,  Chicago,  Burlington  &  Quincy  and  the  Spokane.  Portland  &  Seattle  railways. 


YEAR 

SALES 

EARNINGS* 

PRIMARY  EARNINGS  PER  SHARE' 

1969 

$158,115,000 

$6,263,000 

$3.31 

1968 

64,284,000 

3,742,000 

2.74 

1967 

37,883,000 

1,501,000 

1.28 

1966 

18,968,000 

445,000 

.42 

'exclusive  of  extraordinary  earnings  (principally  tax  loss  credits) 


more  about  us?  Wherever  you  are,  you're  probably  not  far 
from  a  product  that  was  or  could  have  been  made  or 
marketed  by  Athlone  Industries.  Surprising?  That's  under- 
standable. This  company  has  been  moving  pretty  fast, 
primarily  as  a  result  of  management's  selective  acquisition 
program  and  also  internal  expansion.  Within  its  Consumer 
Products  Group,  Athlone  designs,  manufactures  and  markets 
fabrics,  sportswear,  sporting  goods,  intimate  apparel  and 
shoes.  The  Specialty  Metals  Group  custom-produces  high 
quality,  special  purpose  metals  used  by  vital  industries 
requiring  advanced  technologies.  Now  that  you  have  a  hint 
of  what  Athlone  is  and  does,  shouldn't  you  send  for  our 
Annual  Report  today  and  learn... 


AtWone? 


II 


Athlone  Industries,  Inc. 

200Webro  Road,  Parsippany,  N.J.  07054 
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Pe'-oa  or  Economic  ^ecess'on  as  aetined 
b^  National  Bureau  ol  Economic  Research 


Composed  of  the  following: 
Production 

•  How  much  are  we  producing''  (Federal  Re- 
serve Board  Index  ot  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
IDept.  ot  Commerce  latest  three  months  new 
orders  ot  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Dept.  of 


Commerce  private  nonlarm  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  ot 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debf  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  cosily  are  services?  (Dept.  ot  Commerce 


preliminary 

DEC ; 137.0 

SP- JAN.  136.9 

FEB 137.6 

MAR 137.3 

— APR 138.3 

— MAY  138.7 

— -^     JUNE  139.4 

~"  "     JULY 138.2 

"  AUG 137.5 

"~'"~  SEPT 137.1 

OCT.    137.2 

NOV 136.3 

DEC 134.5 

JAN.  (prel.)      133.8 

service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  ol  Labor  initial  unemployment  claims)    . 

:1 


MARKET  COMMENT 

By  L  0.  Hooper 


More  For  Your  Money  NOW 


From  a  price/earnings  ratio  view, 
stocks  have  recently  been  lower  than 
at  any  time  since  1957.  Most  better 
stocks  have  been  selling  at  about  30^ 
under  their  peaks.  Many  speculative 
issues  are  down  50'1  or  more,  and 
some  of  the  formerly  popular  con- 
glomerates are  selling  at  20  cents  of 
tlie  fonner  dollar  price.  It  is  not  too 
difficult  to  get  better  than  5%  in  divi- 
dends on  a  diversified  portfolio  of 
common  stocks,  or  more  than  8%  on 
good  corporate  bonds.  If  you  are  will- 
ing to  reach  a  little  and  take  a  chance 
.on  possible  dividend  shading,  you  can 
get  as  much  as  1%  in  some  equities. 
\ot  long  ago  bonds  yielded  5%  or  less, 
and  3%  to  3/2%  was  "representative" 
on  stocks. 

This  bear  market  has  been  most  un- 
pleasant. Most  everyone  who  has 
owned  stocks  has  seen  his  paper 
wealth  shrink.  This  has  made  com- 
mon stocks  unpopular,  and  as  they 
have  become  more  unpopular  they 
have  become  cheaper.  Standard  Oil  of 
Neiv  Jersey,  for  instance,  is  one  of  the 
real  blue  chips,  representing  owner- 
ship in  one  of  the  biggest  and  strong- 
est   institutions    in    the    world.    The 

Mr.  Hooper  is  associated  with  the  New  York  Stock 
Exchange  firm  of  W.E.  Hutton  &  Co. 


shares  of  this  company  have  lately 
sold  as  low  as  50  as  against  a  high 
above  90  a  few  years  ago.  The  yield 
has  been  better  than  7%  and  the  P/E 
ratio  at  one  time  declined  to  about 
S'i  times  earnings.  The  company  at 
the  recent  low  was  appraised  in  the 
stock  ^market  for  some  $7  billion  less 
than  three  years  ago. 

Here  are  a  few  good  stocks  which, 
as  this  is  written,  are  selling  at  from 
8  to  11  times  what  most  analysts  re- 
gard as  a  reasonable  estimate  of  1970 
earnings.  The  list  is  by  no  means  com- 
plete. In  compiling  it,  1  have  tried  to 
select  only  better  known  seasoned 
companies.  Naturally  it  contains  a  lib- 
eral sprinkling  of  aerospace,  oil,  metal, 
rail,  automotive  and  steel  issues. 
Stocks  in  this  category  are  much 
cheaper  than  the  popular  computer, 
fast  growth  and  high  science  shares. 

In  the  year  to  end  with  April,  ACF 
Industries  (48)  is  expected  to  earn 
about  $4.25  a  share.  A  good  estimate 
for  Alcan  Aluminium  (27)  for  calen- 
dar 1970  is  about  $2.70;  Allegheny 
Ludlum  (37)  $3.75;  Allied  Chemical 
(23)  $2.40;  Allied  Stores  (25)  $2.50; 
American  Airlines  (28)  $2.50;  Ameri- 
can Machine  &  Foundry  (21)  $1.90; 
Anaconda    (29)     $4     (here's    a    real 


cheap  one);  Bendix  (30)  $3.40;  Beth- 
lehem Steel  (27)  $3.25;  Borg-Warner 
(23)  $2.70;  Canadian  Pacific  (67) 
$6.50  (here's  a  stock  that  "has  every- 
thing"); Cerro  (28)  $4.50  (very 
cheap,  in  my  opinion);  Chesapeake  & 
Ohio  (53)  $6;  Cities  Service  (38) 
$4.25;  Copper  Range  (77)  $8;  Dana 
Corp.  (22)  $2.50;  Deere  &  Co.  (42) 
U;  Dresser  (27)  $3. 

Then  we  have  Eaton  Yale  (37) 
$3.25  (offering  good  diversification 
and  at  least  a  mild  antipollution  fla- 
vor); Ethyl  (17)  $2.90  (on  the  ques- 
tionable assumption  that  the  trend 
away  from  lead  in  gasoline  will  put 
the  company  out  of  business);  Ford 
Motor  (42)  $4  (remember  that  Ford 
beat  the  competition  in  small  cars); 
Goodrich  (30)  $3;  Gtdf  Oil  (26) 
$3.20  (a  great  growth  stock  down 
from  49  last  year) ;  Inspiration  Cop- 
per (63)  perhaps  $7  this  year;  In- 
ternational Harvester  (27)  $2.40; 
Kennecott  (48)  $5.25;  Midland-Ross 
(21)  $2.30;  Mohil  Oil  (42)  $4.50. 

One  of  the  best  of  all  the  steels, 
with  new  modern  plants  and  a  splen- 
did record  is  National  Steel  (42), 
which  is  expected  to  earn  $4.80  this 
year.  If  you  really  want  to  buy  earn- 
ings cheap  and  take  a  much  smaller 
risk  than  the  stock  market  now  as- 
sumes in  a  price  of  21  for  the  stock, 
take  a  look  at  huge  and  diversified 
Occidental  Petroleum  (21),  which 
should  earn  at  least  $4  this  year  and 
perhaps  $5.  Some  people  seem  to 
have  forgotten  tliat  the  Arabs  need  the 
income  from  Libyan  oil,  otiiers  seem 
never  to  have  heard  of  the  company's 
non-Libyan  oil  and  coal  properties. 

Conservative      old      Phelps-Dodge 
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This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy 
any  of  these  securities.  The  offering  is  made  only  by  the  Prospectus. 


February  19, 1970 


862,329  Shares 

Kaiser  Industries  Corporation 


Common  Stock 

(par  value  ?4  per  share) 


The  above  Shares  are  to  be  sold  to  the  several  underwriters,  in- 
cluding the  undersigned,  by  certain  stockholders,  and  no  part 
of  the  proceeds  will  be  received  by  Kaiser  Industries  Corporation. 


Price  $17.25  per  share 


Copies  of  the  Prospectus  may  be  obtained  from,  any  of  the  several 
underzvriteTS,  including  the  undersigned,  only  in  States  in 
which  such  underwriters  are  qualified  to  act  as  dealers  in 
securities  and  in  which  the  Prospectus  may  legally  be  distributed. 


Dean  Witter  &  Co 

Incorporated 


The  First  Boston  Corporation 
Loeb,  Rhoades  &  Co. 
Eastman  Dillon,  Union  Securities  &  Co. 
Goldman,  Sachs  &  Co.  Hornblower  &  Weeks-Hemphill,  Noyes 

E.  F.  Button  &  Company  Inc. 
Lehman  Brothers       Paine,  Webber,  Jackson  &  Curtis      Wertheim  &  Co 


Blyth  &  Co..  Inc. 
Glore  Forgan  Staats 

Incorporated 


Kidder.  Peabody  &  Co. 

Incorporated 


(50)  gets  almost  all  its  earnings  from 
companies  operating  in  continental 
USA  and  the  stock  is  selling  at  about 
10  times  earnings  estimated  at  $5  a 
share.  Raytheon  (27),  with  more 
and  more  civilian  emphasis  in  its  busi- 
ness, is  selling  at  about  10  times-  es- 
timated earnings  of  $2.70  a  share. 
Reynolds  Metals  (34)  is  expected  to 
earn  about  $3.10  this  year;  Rohr  (24) 
$3;  Royal  Dutch  (37)  $4  (not  quite 
-as  cheap,  1  surmise,  as  Gulf  Oil, 
Standard  Oil  of  California  and  Standard 
Oil  of  New  Jersey);  Signal  Companies 
(21)  $2.35;  Southern  Pacific  (36) 
$3.75;  Southern  Railway  (49)  $6.50; 
Standard  Oil  of  California  (46)  $5.60 
(this  looks  like  one  of  the  cheaper 
ones);  Standard  Oil  of  Indiana  (42) 
$4.75  (here's  gasoline  without  lead); 
Tenneco  (21)  $2  (one  of  the  biggest 
and  soundest  of  the  conglomerates  and 
one  of  the  few  that  tells  stockholders 
the  facts  about  its  operations ) ;  Tex- 
aco (27)  $3  (did  you  ever  expect 
to  see  this  stock  at  less  than  10 
times  earnings? ) ;  Union  Carbide  ( 35 ) 
$3.50;  Uniroyal  (18)  $2;  United  Air- 
craft (37)  $4.50  (and  this  probably 
is  an  underestimate  for  1970);  and  fi- 
nally, U.S.  Steel  (37),  the  company 
which  is  appraised  in  the  stock  mar- 
ket at  only  about  9%  of  IBM's  ap- 
praisal, and  which  expects  to  earn 
about  $3.90  a  share  this  year. 

An  Undervalued  Market 

This  catalogue  of  per-share  earn- 
ings estimates,  it  should  be  stressed, 
is  based  on  current  published  analyst 
estimates.  It  is  subject  to  later  revi- 
sion, as  is  any  estimate  of  1970  earn- 
ings prepared  in  February  and  March. 
The  purpose  of  this  listing  is  not  to 
"tip"  any  stock,  not  even  the  ones 
where  favorable  comment  is  made. 
All  1  want  to  do  is  to  point  out  that 
you  can  get  more  for  your  money  in 
the  stock  market  now. 

In  a  broad  way,  the  stock  market 
now  is  in  an  area  of  cyclical  under- 
valuation, just  as  it  was  in  an  area  of 
cyclical  overvaluation  when  the  DJI 
sold  at  18  to  23  times  earnings.  It 
should  also  be  stiessed  that  the  spread 
between  the  price  of  the  glamour 
stocks  and  tlie  price  of  the  conven- 
tional stocks  has  widened  importantly 
in  favor  of  tiie  conventionals. 

Superior  Oil  (132)  is  down  from  a 
higli  of  235  last  year.  This  is  a  huge 
nonintegrated  production  and  devel- 
opment company.  About  half  of  the 
recent  stock  market  appraisal  of  the 
company,  just  under  S600  million,  is 
represented  by  investments  owned'  in 
other  companies.  Figuring  3.9  million 
shares  of  Texaco  at  around  25, 
840,000  shares  of  Mclntijre  Porcu- 
pine (the  company  which  controls 
Falconbridge)  at  148,  the  4.6  million 
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shares  of  Superior  Oil  of  Canada  at 
30.  the  company's  investment  port- 
folio is  worth  about  S350  milhon. 
John  S.  Herold,  Inc.,  in  a  report  re- 
leased last  September,  e\'aluated  the 
compan\  s  directly  ouiied  oil  and  gas 
reserxes  at  S580  million. 

I  continue  to  think  that  McCiiI- 
loch  Oil  (34)  is  one  of  the  most  chal- 
lenging stocks  I  know.  Earnings,  about 
75?  from  land  sales  and  255?  from  a 
growing  oil  and  gas  business,  contin- 
ue to  increase  at  the  rate  of  about 
301  compounded  aimualK .  Practical- 
ly all  the  land  earnings  thus  far  have 
come  from  Lake  Havasu,  where  the 
market  value  of  lots  has  mo\ed  up 
rapidly.  But  .McCulloch  is  beginning 
to  sell  lots  at  Pueblo  West  in  Colo- 
rado, and  before  the  end  of  the  sum- 
mer expects  to  begin  to  sell  from 
Fountain  Hills  near  Phoeni.x.  In  ad- 
dition. .McCulloch  and  its  partners 
(who  are  putting  up  much  of  the 
money)  are  drilling  for  oil  in  prom- 
ising places.  One  of  the  best  things 
about  this  company  is  its  excellent 
management. 

A  Fast-Moving  Specu/af/on 

Federal  Xational  Mortgage  (173) 
has  been  doing  better  in  the  market 
recentK.  This  is  because  it  has  been 
possil)le  to  borrow  short-tenn  mon- 
ey on  a  more  favorable  basis,  and  the 
spread  between  the  cost  of  money 
and  the  \ield  on  new  mortgages  sold 
has  widened.  In  the  last  six  months  of 
1969  the  spread  between  borrowing 
costs  and  mortgage  yields  was  often 
iiegati\e,  and  per-share  earnings 
dropped  shaiply.  There  is  tremendous 
leverage  in  Fanny  .\Iae  stock,  and  the 
issue  inevitabK  will  flucttiate  very 
rapidly  in  price.  Lower  short-term 
money  rates  are  bullish  on  it,  and 
higher  short-term  money  rates  are 
bearish.  Since  I  think  short-term  rates 
will  come  down  faster  and  more  than 
long-tei"m  rates,  I  like  the  stock  as  a 
fast-moving  speculation.  Remember, 
however,  that  the  leverage  can  work 
in  reverse,  as  it  did  late  last  year  when 
Fanny  Mae  dropped  in  a  lew  weeks 
'from  200  to  about  115.  When  you 
own  this  stock,  you  can  be  pretty  sure 
that  it  won't  stand  still. 

.American  Smelting  (33)  owns  ap- 
proximately 173  shares  of  Mt.  Isa 
Mines  (lately  about  $17  a  share  over- 
the-counter)  for  each  100  shares  of 
.American  Smelting  issued.  This  leaves 
a  rather  small  market  appraisal  for  all 
of  the  company's  other  mining  prop- 
erties. The  stock,  like  most  of  the  qual- 
ity mining  issues,  would  appear  to  of- 
fer excellent  value. 

The  message  of  this  column  in  this 
issue  of  Forbes  is  very  simple:  Values 
in  the  stock  market  are  much  better 
than  they  ha%e  been  for  a  long  time.  ■ 
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AS  THEY  ALL  ARE 


not  one  of  these  stocks  should  be  held  or  bought  or  sold 

■  General  Motors 

■  American  Telephone 

■  Pan  American  Airways 


■  Union  Carbide 

■  Standard  Oil  of  N 

■  General  Electric 

■  U.S.  Steel 

■  Parke,  Davis 

nor  should  any  one  of  the  other  1400  stocks 
under  weekly  evaluation  by  Value  Line 


McDonnell-Douglas 
DuPont 


until  you  check  Value  Line's  objec- 
tive determinations  of  what  relative 
price  changes  you  can  reasonably 
expect  of  each  —  and  when. 

Value  Line's  70  research  specialists  de- 
vote their  full  time  and  energy  to  these 
questions.  Every  week  they  classify  all 
the  stocks  covered  the  year  round  by 
Value  Line  into  one  of  five  groups  indi- 
cating how  they  are  likely  to  perform  in 
the  market,  relative  to  the  others,  in  the 
next  12  months. 

The  five  groups  are  designated  I  (High- 
est), II  (Above  Average),  III  (Average),  IV 
(Below  Average),  and  V  (Lowest).  When 
Value  Line  rates  a  stock  I  (Highest)  for 
probable  year-ahead  market  perform- 
ance, it  means  simply  that  this  stock  is 
one  of  the  group  that  will  probably  go  up 
most  in  a  rising  market  or  down  least  in 
a  falling  market,  relative  to  the  stocks  in 
the  other  four  groups;  II  (Above  Average) 
stocks  will  do  better  than  III  (Average), 

III  better  than  IV  (Below  Average),  and 

IV  better  than  V  (Lowest). 

And  for  the  next  three  to  five  years,  the 
same  determinations,  from  I  down  to  V. 
And  for  dividend  income  in  the  next  12 
months,  the  same  ratings,  from  I  (High- 
est) down  to  V  (Lowest). 

NOTE:  Not  every  one  of  the  more  than 
1400  stocks  will  perform  in  the  market 
ir^  accordance  with  its  ratings.  But  such 
a  large  percentage  have  in  the  past,  for 


reasons  that  are  logical,  that  you  owe  it 
to  yourself  to  check  every  stock  that 
you  now  hold  or  are  thinking  of  buying 
or  selling  with  Value  Line's  objective  de- 
terminations of  probability. 

THE  COUPON  will  bring  you  for  the  term 
you  check— one  year  for  $167,  3  months 
for  $44,  or  4  weeks  for  $5— the  complete 
weekly  editions  of  The  Value  Line  Invest- 
ment Survey.  Each  edition  consists  of 
full-page  reports  and  ratings  on  about 
100  stocks,  the  24-page  Wee/</y  Summary 
of  Advices  &  Index,  and  the  8-page  Selec- 
tion &  Opinion  section... plus  the  month- 
ly Special  Report  on  insider  transactions 
and  quarterly  Special  Report  on  mutual 
fund  transactions,  as  issued. 

BONUS  •  With  the  annual  or  three-month 
subscription.  Value  Line  will  ship  to  you 
immediately  the  2-volume  Investors  Ref- 
erence Library  which,  will  give  you  the 
latest  reports  on  all  stocks  that  have 
been  published  prior  to  your  subscrip- 
tion. During  the  subscription  period  all 
1400  reports  will  be  updated. 

MONEY-BACK   GUARANTEE:    If   you    are 

dissatisfied  with  Value  Line  for  any  rea- 
son, return  the  matei-ial  within  30  days 
for  a  full  and  prompt  refund. 

In  fairness  to  regular  subscribers,  who  pay 
$167  a  year  for  The  Value  Line  Investment 
Survey,  we  cannot  make  the  $5  introduc- 
tory subscription  available  to  those  who  have 
had  such  a  4-week  subscription  within  the 
past  six  months. 


-$44 


□    ONEYEAR-$167                I 1    3-MONTH  TRIAL- 
(52  EDITIONS)                    | |    (13  EDITIONS) 

Send  me  the  complete  service  for  the  term  checked  plus 
—  as  a  bonus  — the  2-volume  Investors  Reference  Library 
consisting  of  Value  Line  sections  published  during  the  13 
weeks  preceding  start  of  this  subscription. 

□  Payment  enclosed  D  Bill  me 


D 


FOUR-WEEK  TRIAL-$5 

(4  EDITIONS) 
Send   me  a  4-week   intro- 
ductory subscription  to  the 
full  service  for  $5. 1  enclose 
payment. 


If  dissatisfied  for  any  reason,  I  have  up  to  30  days  to  return  the  material 
for  a  full  refund  under  your  money-back  guarantee. 


Signature 

Name  (please  print) 

Address 

AA16-54 

City 

State 

Zip 

(Subscription  fees  are  deductible  for  income  tax  purposes.  N.Y.C.  residents, 
please  add  6%  sales  tax;  other  N.  Y.  State  residents,  add  applicable  sales  tax.) 

ARNOLD  BERNHARD  &  CO.,  INC.,  5  East  44th  Street  •  New  York,  N.Y.  10017 
(No  assignment  of  this  agreement  will  be  made  without  subscriber's  consent.) 
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One  of  Americo's  lorgett 
. .  .  and   strongeit 


Double 
Safety 


THINK 
ABOUT  IT 


Let  us  tell  you  how  to  get 

a  check 
every  month 

for  the  rest  of  your  life  — 

and  always  have  more 
money  in  your  Money- 
Gard  savings  account 
than  you  started  with  .  .  . 

or  you  can  receive  a  check  every 
month  for  a  specified  number  of 
years. 

Money-Gard  Check-A-Month 
accounts  can  be  opened  from 
$5,000  to  $100,000  or  more. 

Write  for  free  brochure 

Fidelity 

f^ede/ioC  s  AVI  ngs 

AND    lOAN     ASSOCIATION 

Box  1631-22  •  Glendala.  Calif.  91209 
Please  send  me  your  Money-Gord  brochure 


Nome 


Address. 


City  . 


-Store- 


PLEASE   PRINT 


.Zip. 
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I  WARRANTS  | 

B     move  faster  and  further  ttian  any  otiier  type  of  a 

I     security— both  up  and  down.  Thus,  in  previous  g 

m      years,    General    Tire   &   Rubber  Warrants   moved  | 

s     from  4>/2  to  206  and  United  Air  Lines  Warrants  | 

g     from   4V«    to   126  amid   a   host  of  similar  ei-  = 

1     amples,   while  a  Martin-Marietta  Warrant  skid-  g 

I     ded  from  46%   to   14%   with   plenty  of  down-  l 

g     side  company.  Since  the  outstanding  leverage  ■ 

I     of  Warrants  is  indisputable,  and  since  the  num-  S 

g     ber  of  actively-trading  Warrants  is  growing  rap-  i 

g      idly— 170  currently  that  you  should  know  about  S 

g     —with   more  top-flight  companies  issuing  War-  = 

1     rants;  AMK,  Gulf  &  Western,  Ling-Temco,  Loew's  g 

i     etc.-you  should  know  what  Warrants  are,  which  g 

3     Warrants  trade  in  today's  market,  and  the  basic  g 

a     rules  tor  recognizing  opportunities  in  Warrants  g 

s      (and  dangers)  when  they  occur.  g 

1     The  R.H.M.  Warrant  &  Stock  Survey  +  Stocks  1 

a     Under   10,   is  one  of  the  largest  and  most  re-  S 

spected    investment   services    covering    the    War-  1 

rant  field,   with  more  than  two  decades  of  ser-  g 

vice  to  investors  under  the  editorship  of  Sidney  S 

Fried,  a  name  associated  with  the  Warrants  field  g 

in  every  financial  center  of  the  western  world,  i 

Let  us  tell  you  how  our  service  approaches  devel-  | 

oping  opportunities  in  Warrants,   in  the  general  | 

stock  market,  and  in  "Stocks  Under  10".  There  I 

is  no  obligation,  and  there  is  no  cost  for  this  = 

valuable  information,  yet  it  could  mean  a  great  1 

deal   to   you   in   the  active  markets   ahead.    For  i 

your  free  copy,   send   today  to  Warrants.   Dept.  a 

F-420.    R.H.M.    Associates,    220    Fifth    Avenue,  1 

New  York.  NY.  10001.  a 
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STOCK  ANALYSIS 

By  Heinz  H.  Biel 


The  Pinch  Hurts 


The  first  quarter  is  almost  over. 
Within  a  few  weeks  many  dismal  in- 
terim earnings  reports  will  provide 
statistical  justification  for  last  year's 
break  in  stock  prices.  Since  profits 
were  at  record  levels  a  year  ago,  com- 
parisons will  look  very  sick  in  a  great 
many  instances. 

Any  extended  period  of  prosperity 
makes  business  vulnerable  to  even  rel- 
atively minor  setbacks.  When  all  goes 
well,  insufficient  attention  is  being 
paid  to  keeping  expenses  under  con- 
trol, but  when  volume  starts  to  recede, 
all  hell  breaks  loose.  The  present  slow- 
down is  especially  painful  because 
costs  have  kept  on  rising— for  labor, 
for  materials  and  for  money— even 
while  business  was  slackening. 

This  is  no  reason  to  become  more 
pessimistic  now.  A  good  management 
will  regain  cost  contiol.  Belt  tight- 
ening is  a  slow  process,  but  it  will 
show  results  in  due  course,  and  normal 
profit  margins  will  be  restored  even- 
tually. Furthennore,  if  the  present  eco- 
nomic contraction  should  deteriorate 
into  a  real  recession,  certain  cost 
factors  are  certainly  going  to  come 
down.  Even  labor  will  become  less 
demanding  when  unemployment  lev- 
els reach  a  critical  point. 

Brinkmanship 

The  Administration  and  the  Fed- 
eral Reserve  are  fully  aware  of  the 
fact  that  we  are  walking  uneasily  on  a 
tightrope  between  the  Scylla  of  infla- 
tion and  the  Charybdis  of  recession. 
It  doesn't  show  in  the  statistics  so  far, 
but  there  are  faint  signs  that  last  year's 
wet-blanket  monetary  policies  will 
show  recognizable  results.  There  isn't 
a  chance  for  the  cost-of-living  index 
to  decline,  but  the  rate  of  increase  is 
likely  to  become  significantly  smaller 
and  a  little  more  tolerable  than  had 
been  the  case  in  recent  months.  Un- 
employment, the  inevitable  side  effect 
of  a  cooling-off  policy,  is  expected 
soon  to  reach,  if  not  exceed,  4.5%. 
This  does  not  sound  alarming,  but  the 
unemplo>Tnent  rate  for  unskilled  non- 
white  and  youthful  workers  may  be 
three  times  as  great.  The  political  and 
social  implications  of  that  are  dan- 
gerously explosive. 

A  hopeful  sign  is  the  decline  in  in- 

Mr.  Bill  is  a  partner  In  the  New  York  Stock  Ex- 
change firm  of  Emanuel,  Dtetjtn  &  Co. 


terest  rates  for  short-term  money  and 
long-term  bonds,  which  has  been  in 
evidence  since  the  beginning  of  Feb- 
ruary. This  could  be  nothing  more 
significant  than  just  a  temporary  phe- 
nomenon, like  a  rally  in  a  bear  mar- 
ket. I  believe,  however,  that  it  is  more 
important.  Short-term  and  long-term 
interest  rates  actually  may  have  passed 
their  peak.  If  this  is  so,  it  is  not  so 
much  the  result  of  deliberate  Federal 
Reserve  Board  policy  as  the  investors' 
conclusion  that  inflation  will  lessen 
rather  than  get  worse. 

The  profit  squeeze  affects  primarily 
the  labor-intensive  and  cyclical  indus- 
tries. Other  segments  of  the  American 
economy  may  merely  feel  a  mild  pinch 
or  none  at  all,  and  continue  to  show 
rising  earnings.  This  goes  especially 
for  the  utilities,  the  oil  and  gas  indus- 
try and  most  makers  of  consumer 
products  (food,  pharmaceuticals,  cos- 
metics, etc.). 

Strangely  enough,  two  industries, 
steel  and  nonferrous  metals,  that  nor- 
mally are  highly  sensitive  to  any  de- 
terioration in  the  economic  climate 
are  likely  to  do  comparatively  well 
this  year,  thanks  to  the  seemingly  in- 
satiable world  demand  for  steel  prod- 
ucts and  for  nickel,  copper  and  other 
metals.  The  case  pro  and  con  for  the 
steels  was  presented  in  the  Feb. 
15  issue  of  Forbes.  Personally,  I  can- 
not develop  much  enthusiasm  for 
this  group,  even  though  at  present 
prices  the  risk  is  slight,  and  dividend 
yields  are  high  and  fairlysecuie.  The 
relative  metal  shortage  will  probably 
continue  unless  the  American  busi- 
ness slowdown  spreads  to  the  other 
major  industrial  countries,  which  does 
not  seem  to  be  in  the  cards.  Moderate 
size  investments  in  International  Nick- 
el, American  Metal  Clitnax,  Copper 
Range  and  Inspiration  Consolidated 
Copper  are  warranted. 

Fallen  Favorite 

Once  upon  a  time  there  was  a  com- 
pany of  such  superior  standing  and 
prestige  that  its  stock  was  considered 
the  bluest  of  all  blue  chips.  Its  inclu- 
sion in  any  investment  portfolio  was 
just  as  mandatory  as  IBM  is  today. 
I  refer  to  du  Pont,  the  largest  and 
most  diversified  chemical  company.  In 
the  past  five  years,  the  stock  has  de- 
clined from  261  to  a  recent  price  in 
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the  90s,  where  it  is  selling  around  12 
times  last  year's  earnings,  or  about  the 
s^me  as  the  Dow-Jones  average.  In 
its  heyday  du  Pont  was  considered 
cheap  when  the  multiple  came  down 
to  20.  What  has  happened?  Is  the 
stocK  a  bargain  now? 

The  plain  fact  is  that  du  Pont  is  no 
longer  a  growth  company.  Last  year's 
profits  were  ST. -35  a  share,  even  lower 
than  the  S7.58  (adjusted  for  GM  dis- 
tribution) earned  in  1965.  What  is  es- 
pecially disturbing  is  the  absence  of 
any  \isible  result  of  the  vast  capital 
expenditures,  which  amounted  to  ap- 
pro.ximately  S3.4  billion  (S71  a 
share!)  for  the  past  decade.  In  addi- 
tion, huge  sums  have  been  spent  on 
R&D,  with  nothing  in  the  way  of  tan- 
gible profits  to  show  for  it. 

With  sales  of  $3.6  billion,  du  Pont 
has  become  so  big  that  only  a  most 
spectacular  new  product  development 
would  have  much  of  an  impact  on 
earnings.  Meanwhile,  competition  has 
eroded  the  company's  formerly  lus- 
cious profit  margin.  Some  analysts 
predict  a  modest  gain  for  1970,  but 
more  likely  than  not  du  Pont  will  have 
difficulty  matching  last  year's  results. 
The  "quality"  is  still  there,  but,  in- 
credible as  it  may  seem,  du  Pont  has 
changed  from  a  growth  stock  to  an 
income  stock.  The  glamour  is  gone. 

Speculofive  Attraction 

Control  Data  has  been  the  victim  of 
Wall  Street  violence  before.  In  1966 
the  stock  fell  from  89M  to  4 IS  (adjust- 
ed) within  three  or  four  months.  Ever 
since,  the  stock  has  been  notorious  for 
its  volatility.  The  company's  1969 
fourth  quarter  was  disappointing  (45 
cents  a  share  vs.  76  cents  the  year  be- 
fore), and  the  market's  punishment 
was  as  swift  as  it  was  severe.  It  took 
just  seven  weeks  for  the  stock  to  lose 
50%  of  its  value,  from  116  at  the 
year's  end  to  a  recent  low  of  58.  This 
just  doesn't  make  sense.  At  its  1969 
high  of  159J«,  the  stock  was  clearly 
overpriced;  but  at  its  present  level  it 
is  either  a  bargain,  or  the  more  than 
200  institutional  investors  who  hold 
(or  held)  over  20%  of  the  outstanding 
stock  must  have  been  out  of  their 
minds  to  buy  it. 

CDA's  position  and  prospects  in  the 
field  of  big  computers  may  be  con- 
troversial, but  to  go  from  one  extreme 
to  the  other  seems  unwarranted.  The 
1968  merger  with  Commercial  Credit 
has  diluted  the  company's  growth  po- 
tential, but  it  also  provides  a  strong 
financial  foundation  and  a  greater  de- 
gree of  earnings  stability.  Current 
Street  estimates  of  $4  a  share  for 
1970  are  perhaps  on  the  high  side,  but 
unless  you  are  allergic  to  roller-coaster 
rides,  CDA  now  has  distinct  attrac- 
tion as  a  speculative  investment.  ■ 


The  maverick 
comes  to  Wall  Street. 


Allstate  announces  a  mutual  fund.  Allstate  Enterprises 
Stock  Fund,  Inc.  An  open-end  fund  that  invests  your 
money  for  possible  long-term  capital  growth. 

Shares  are  being  offered  with  no  load  during  a  charter 
period  ending  April  30,  1970. 

After  this  charter  period,  shares  of  the  fund  will  be 
sold  through  Allstate  sales  outlets  across  the  country. 

To  send  for  the 
prospectus  and  application, 


use  this  coupon. 


/lllstale 


Allstate  Enterprises  Stock  Fund,  Inc. 

Box  176B 

Nortbbrook,  Illinois  60062 

Please  send  me  your  prospectus 
and  application. 


Name. 


Address. 
Citv 


State. 


-Zip. 


Managed  by  Allstate  Investment  Management  Co. 
A  new  subsidiary  of  Sears. 
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PUBLIC  SERVICE  ELECTRIC  AND  GAS  COMPANY 

QUARTERLY    DIVIDENDS 
The  Board  of  Directors  has  declared 
the  following  dividends  for  the  quar- 
ter ending  March  31,  1970: 


All  dividends  are  payable  on  or  be- 
fore March  3 1 ,  1970  to  stockholders 
of  record  March  2,  1970. 

MALCOLM  CARRINGTON,  JR. 
Secretary 


Dividend 

Class  of  Stock  Per  Share 

Common  $    .41 

$1.40  Dividend 

Preference  Common  $   .35 

Cumulative  Preferred 

4.08%  Series  $1.02 

4.18%  Series  1.045 

4.30%  Series  1.075 

5.05%  Series  1.2625 

5.28%  Series  1.32 

6.80%  Series  1.70 


PUBLIC  SERVICE  ELECTRIC  AND  GAS  COMPANY 

SERVING  NEW  JERSEY/LAND  OF  AMAZING  ADVANTAGES 


Take  an  investment  tour 
of  Florida. 

Twice  monthly,  we'll  take  you  through  the 
most  exciting  growth  area  m  America— via 
The  Florida  Investment  Letter. 

Your  guide?  William  L.  Moise,  Registered 
Investment  Adviser,  Corporation  Director,  Fi- 
nancial Consultant,  Investment  Banker  and 
Editor  of 

The  Florida  Investment  Letter. 

Write  today  for  two  free  sample  letters. 

Investment  Publishers,  Inc. 
1139A  Whitfield  Avenue 
Sarasota,  Florida  -33580 


DIVERSIFICATION 
IN  A  VOLATILE  MARKET? 

Unusual  possibilities  for  capital  growth  are 
available  with  NUMISMATIC  (rare)  coins.  COIN 
GALLERY  INVESTORS  MANAGEMENT  CO.,  offers 
this  opportunity.  Our  new  brochure  NUMISMAT- 
IC COINS  AS  AN  INVESTMENT  describes  signi- 
ficant factors  related  to  capital  appreciation 
through  coins.  Send  $1.00  (applicable  to  your 
Initial  purchase). 

COIN  GALLERY  INVESTORS  MANAGEMENT 

62  POST  ST.   •    SAN  FRANCISCO,  CALIF.  94104 


FORBES,   MARCH    15,   1970 


71 


WHAT  MAKES 
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INVESTMENT  ADVISORY  SERVICE 

P 


All  Investment  advisory  services  are  not 
alike.  Bulletin-type  services  are  designed 
for  mass  consumption  and  cannot  be 
written  specifically  for  you.  On  the  other 
hand  specialized  and  technical  services 
are  not  broad  enough  to  build  a  w/ell- 
balanced  portfolio  which  we  believe  is 
necessary  If  safety  as  well  as  growth  is 
to  be  considered. 

BABSON'S  INVESTMENT  ADVISORY 
SERVICE  IS  DIFFERENT 

•  Babson's  analyzes  your  portfolio  and 
gives  you  an  Investment  plan  tailored 
especially  for  you.  •  Your  registered 
stocks  will  be  under  the  constant  surveil- 
lance of  Babson's  Research  Department 
and  you  will  be  immediately  notified  when 
our   opinion   changes   on   any   of  them. 

•  You  will  be  assigned  a  professional  in- 
vestment advisor  with  whom  you  may  con- 
sult at  any  time  by  mall,  wire,  phone,  or 
in  person.  •  As  a  Babson  client  you  will 
also  receive  the  famous  Investment  and 
Barometer  Letter  to  help  keep  you  alert 
to  economic  developments  and  stock- 
market  trends.  This  informative  letter 
throughout  the  year  will  bring  you  re- 
search reports  on  hundreds  of  stocks 
and  bonds  in  vital  industries.  •  The 
Babson  Investment  Advisory  Service  is 
directed  toward  growth  of  your  investment 
portfolio  both  in  terms  of  income  and 
appreciation. 

A  flat  fee  of  $180.00  a  year  covers  the 
complete  service,  regardless  of  the  dollar 
value  of  your  portfolio. 

BABSON'S  IS  DIFFERENT  IN  MANY  WAYS 

—  perhaps  the  greatest  of  these  is  Bab- 
son's 65  years'  experience  in  the  invest- 
ment advisory  field. 

We  would  be  delighted  to  send  you  a 
FREE  BROCHURE  describing  in  detail 
how  Babson's  Investment  Advisory  Ser- 
vice may  be  of  great  benefit  to  you. 
Simply  mail  the  coupon  below. 


Babson's  Reports  Inc. 

Wellesley  Hijfs,  Mass.  02181,  Depl.  F-299 

Send  free  brochure  on  Babson's 
$180  Investment  Advisory  Service. 

Name 


Street  &  No.. 
City 


.State. 


-Zip. 
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TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schuiz 


The  Changing  Yield  Curve 


As  THIS  COLUMN  wcut  to  picss,  in- 
vestors  could  look  back  at  two  months 
of  almost  steadily  falling  short-term 
and  long-term  interest  rates,  after  a 
full  year  of  rising  money  costs.  This 
new  trend  was  probably  due  in  part 
to  seasonal  factors  and  in  part  to  an- 
ticipations of  a  more  relaxed  mone- 
tary policy— a  prospect  held  out  by 
the  President's  economic  message, 
whose  pledge  to  avoid  an  aggravated 
recession  was  seconded  early  last 
month  by  the  Federal  Reserve  Board's 
incoming  chairman. 

The  stock  market,  demoralized  by 
January's  selling  pressures,  was  at  first 
slow  to  respond  to  the  encouraging  im- 
plications of  declining  interest  rates 
and  bond  yields,  but  by  mid-February 
had  succeeded  in  regaining  some  of  its 
composure  and  toward  the  month's  end 
seemed  well  embarked  on  an  inter- 
mediate-trend recovery.  The  emerging 
improvement  in  stock  prices  struck  me 
as  thoroughly  justified.  Falling  short- 
term  and  long-term  interest  rates  tra- 
ditionally tend  to  favor  a  rising  stock 
market  because  the  lower  rates  per- 
mit price/earnings  ratios  to  rise.  In 
the  present  situation,  the  January- 
February  downtrend  in  money  market 
and  bond  yields  could  be  particularly 
significant  for  the  stock  market  be- 
cause this  development  may  repre- 
sent a  first  step  toward  reestablish- 
ing a  normal  yield  curve  for  U.S. 
Treasury  obligations. 

The  "Positive"  Factor 

A  yield  curve  describes  the  range  of 
yields  from  fixed-value  investments 
according  to  length  of  maturity.  Nor- 
mally, when  inflationary  expectations 
play  no  great  role  in  determining  the 
price  of  money,  and  when  credit  is 
readily  available,  short-term  invest- 
ments (like  Treasury  bills)  yield  a 
lower  rate  of  return  than  long-term 
bonds  (maturing  in,  say,  20  years). 
Under  such  conditions,  yields  rise 
along  a  "positive"  curve  from  the 
shortest  maturities  to  the  longest.  A 
yield  curve  of  this  kind  is  generally 
associated  with  monetary  policies  de- 
signed to  encourage  the  economy  and 
with  a  broad  general  uptrend  in  com- 
mon stock  prices. 

But  when  inflation  runs  high,  and 

Mr.  Schuiz  is  a  partner  in  the  New  York  Stock  E>- 
change  firm  of  Abraham  &  Co. 


when  monetary  policy  is  restrictive, 
-  the  yield  curve  tends  to  become  "nega- 
tive," with  short-term  yields  higher 
than  long-term  yields.  Lenders  want 
a  high  return  for  near-term  loans  to 
compensate  for  a  relatively  rapid  de- 
preciation of  the  currency  and  be- 
cause money  is  expensive  anyhow. 
Tong-term  yields,  on  the  other  hand, 
can  be  relatively  lower,  partly  because 
investors  don't  expect  money  to  be 
permanently  tight  and  partly  because 
they  don't  anticipate  inflation  to  re- 
main acute  forever. 

"Negative"  Spells  Trouble 

A  negative  yield  curve  for  U.S.  ob- 
ligations has  almost  always  been  as- 
sociated with  trouble  in  the  stock  mar- 
ket. The  curve  was  negative  most  of 
last  year,  and  it  is  still  negative  now. 
But  it  has  been  getting  less  negative 
since  late  November,  when  the  high- 
est yields  were  available  from  six 
months'  maturities.  As  far  as  interest 
rates  are  concerned,  they  may  have 
marked  the  peak  of  credit  restraint  ( in 
some  major  monetary  aggregates,  the 
point  of  maximum  stringency  was  prob- 
ably passed  last  October).  By  the  end 
of  January,  the  yield  curve  had  a  de- 
cidedly different  profile  because  top 
yields  were  then  available  only  from 
4-to-5-year  maturities.  One  month  lat- 
er, peak  yields  (about  7.5%-7.6%  per 
year)  were  still  in  the  same  maturity 
range,  but  shortest-term  yields  had 
dropped  to  under  7%.  If,  as  seems 
likely,  monetary  restraint  continues  to 
subside,  the  yield  curve's  peak  should 
shift  still  further  toward  the  long  end 
of  the  maturity  scale,  vmtil  eventually 
the  curve  becomes  positive  once  more. 

Meanwhile,  the  drop  in  short-term 
yields  has,  as  already  noted,  begun  to 
benefit  common  stock  prices.  As  these 
yields  fell,  the  relative  attractiveness 
of  such  investments  as  three-month 
Treasury  bills,  which  recently  returned 
about  6.75%  annually  (against  almost 
8%  two  months  before),  waned  by 
comparison  with  many  major  indus- 
trial blue-chip  stocks,  whose  dividend 
yields  were  equally  high  or  higher 
and  whose  extraordinarily  depressed 
price/earnings  ratios  seemed  to  leave 
a  good  deal  of  potential  scope  for 
price  appreciation  as  well. 

The  sharply  lower  yields  from  short- 
term   money-market   investments   are 
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significant  also  in  a  wider  sense.  In 
January,  as  this  column  pointed  out 
four  weeks  ago,  the  Federal  Reserve 
raised  the  maximum  interest  rates 
commercial  banks  may  pay  on  sav- 
ings and  time  deposits,  thereby,  in  ef- 
fect', relaxing  one  of  the  key  restrain- 
ing elements  in  its  tight-money  policy. 
For  13  months  the  Fed  had  kept  time 
deposit  interest  rates  at  uncompeti- 
tive, low  levels,  and,  consequently, 
huge  quantities  of  lendable  funds 
flowed  away  from  the  commercial 
banking  systems  into  other  areas  of  the 
money  market,  where  greater  yields 
were  obtainable. 

Now,  the  higher  ceilings  permit 
banks  to  pay  as  much  as  7.5?  annual- 
ly for  large-denomination  certificates 
of  deposits  maturing  in  one  year  or 
more.  At  press  time,  this  rate  exceed- 
ed the  yields  available  from  one-year 
Treasury  obligations  by  a  fair  margin, 
the  first  time  in  many  long  months 
that  large  long-dated  CDs  at  commer- 
cial banks  could  compete  effectively 
for  short-term  investment  dollars.  This 
reversal  of  the  \ield  spread  has  set 
the  stage  for  a  return  flow  of  lendable 
funds  to  the  banking  system  in  con- 
siderable quantities. 

Bull-Market  Base 

Such  "re-intermediation"  of  loan 
money  would  mean  that  the  broadly 
defined  money  supply— demand  and 
time  deposits  at  commercial  banks 
plus  publicly  held  currency— can  be- 
gin to  grow  again,  following  an  $11- 
billion  contraction  since  last  April  (the 
decline  was  more  than  accounted  for 
by  disintermediation  of  large  long- 
term  CDs).  Added  to  a  revival  of 
growth  in  the  narrowly  defined  money 
supply  (excluding  time  deposits), 
which  the  Fed  should  be  willing  to 
countenance  if  its  chairman's  promise 
to  help  avoid  a  severe,  prolonged  re- 
cession is  to  be  made  good,  re-inter- 
mediation of  time  deposits  should  pro- 
duce the  kind  of  expansion  rate  for 
the  overall  money  supply  that  can  re- 
store stock-market  confidence  to  a 
more  normal  level. 

.Given  this  outlook,  I  would  assume 
that  the  major  stock  price  indices 
reached  a  final  bear-market  low  in 
late  January.  But  for  a  majority  of 
listed  stocks  the  bear  market  was 
probably  over  as  long  ago  as  last  July; 
since  then,  the  number  of  stocks  post- 
ing new  1969-70  lows  has  declined 
steadily,  even  though  the  averages 
posted  new  lows  in  December  and 
January.  This  suggests  that  in  effect 
a  major  base  has  been  unfolding  for 
the  past  eight  months.  More  such 
base  building  (say,  under  Dow  820- 
850)  may  be  necessary,  however,  be- 
fore a  new  bull  market  becomes 
obvious.  ■ 
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OIL  EXPLORATION  PROGRAM-1970 


n  A  Limited  Partnership  Offering  tax-sheltered  participa- 
tions in  oil  and  gas  exploration. 

□  Participations  available  in  multiples  of  $5,000  to  persons 
in  higher  tax  brackets  (with  certain  other  minimum  require- 
ments). 
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offers  to  buy  be  accepted  prior  to  the  time  the  registration 
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According  to  a  recent  study  by 
Erdos  and  Morgan,  Inc.,  more 
top  management  men  in  Amer- 
ica's 500  largest  industrial 
corporations  read  FORBES  reg- 
ularly than  read  Business  Week 
'or  Fortune  or  Time  or  Newsweek 
or  U.S.  News  &  World  Report. 


E.I.  DU  PONT  DE  NEMOURS  &  COMPANY 

Wilmington,  Del,,  February  16,  1970 

The  Board  of  Directors  today  declared 
regulor  quarterly  dividends  of  $1.I2V2  a 
shore  on  the  Preferred  Stock — $4.50  Series 
and  87'/2<  o  share  on  the  Preferred  Stock 
— $3.50  Series,  both  payable  April  25, 
19"0,  to  stockholders  of  record  at  the 
close  of  business  on  April  10,  1970; 
also  $1 .25  a  share  on  the  Common  Stock 
OS  the  first  quarterly  interim  dividend 
for  1970,  poyable  March  14,  1970,  to 
stockholders  of  record  at  the  close  of 
business   on    February    25,    1970. 

H.  T.  Bush,  Jr.  Secretary 


Bettor  things  for  better  IMng 
...through  chemistry 
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Learn  how  you  can 


INVEST 

AND 

RETIRE 
MEXICO 


New  18  chapter  Guide  shows  how 
you  can  share  in  Mexico's  boom- 
ing economy  .  .  .  where  stocks 
pay  dividends  averaging  7%  with 
growth ...  and  where  you  can 
earn  12%  income  on  bank  depos- 
its. This  eye-opening  Guide  pin- 
points many  opportunities  for  pro- 
fit and  good  low-cost  living  in  a 
land  of  permanent  spring. 

Price:  U.S.  $  3.50  postpaid.  Check  to: 

Carl  D.  Ross,  dept.  FB-I 
Reforma  336      Mexico  6,  D.F. 


People  in  our 

area  stay  in 

school  nearly 

2  years 

longer  than 

the  national 

average. 

UTAH  POWER 
&  LIGHT  CO. 

A  Growing  Company  in  the  Growing  West 


COMPLETELY  REVISED 
FOR  1970 

The  iHKik  "How  To  Buy  &  Sell  Low-Priced 
Stocks  For  Profit"  by  John  S.  Villella  has  been 
completely  revised  to  show  market  action 
throuK'h  1969. 

In  addition  to  a  frank  and  logical  method  of 
selecting  low-priced  listed  stocks  for  maximum 
profits,  this  40-page  booklet  offers  you: 

•  34  sample  stocks. 

•  How    to    compute   volatility   of   low-priced 
stocks. 

•  How  to  take  advantage  of  leverage. 

Over  26,000  CDpies  have  been  sold.  Should  be 
required  reading  for  the  serious  speculator. 
SEND  $2  PER  COPY  TO: 

CEN-COM,  INC. 

P.O.  Box  295, 

Pinellas  ParK  Florida  33565 

[j  Please  send  ^REE  information  concern- 
ing your  unique  ^  ow-Pnce-Sfock  Advisory 
Service. 


THE  MARKET  OUTLOOK 

By  Sidney  B.  Lurie 


A  Period  of  Transition 


In  past  columns,  I  expressed  the 
opinion  that  1970  may  be  a  transition 
year  which  marks  a  return  to  invest- 
ment reahties,  one  where  the  empha- 
sis is  on  strong  finances,  good  man- 
agement, liigli  profit  margins  and  the 
like  rather  than  "instant  performance." 
It  is  also  likely  to  be  a  period  when 
new  concepts  come  into  being  and 
when  a  new  group  of  favorites  de- 
velops, for  many  companies  will  miss 
the  protective  umbrella  that  comes 
with  a  floodtide.  In  other  words,  I 
suspect  that  this  year's  list  of  stock- 
market  success  stories  will  be  a  little 
different  than  1969's,  that  there  will 
be  new  names  on  the  hit  parade.  The 
following  capsule  comments  illustrate 
my  point  that  this  is  a  time  when  se- 
lectivity is  far  more  than  just  a  Wall 
Street  catch  phrase. 

I  recently  suggested  an  interest  in 
Trans  Union  (now  around  36,  paying 
$1.16,  with  a  1969  range  of  37-25), 
on  the  following  grounds:  The  large 
amount  of  short-term  debt  incurred 
to  finance  tank  car  building  in  effect 
made  leasing  profits  a  beneficiary  of 
lower  interest  rates;  the  company  had 
a  little  known  but  potentially  impor- 
tant interest  in  the  water  and  waste 
treatment  fields  via  operations  which 
this  year  should  contribute  some  $55 
million  to  $60  million  in  sales  as 
against  about  $45  million  in  1969. 
Not  only  are  these  reasons  still  valid, 
but  the  company  is  enlarging  its  in- 
terest in  land  development  via  the 
acquisition  of  a  company  with  special 
expertise  in  the  building  of  multi- 
family  homes.  This  acquisition  not  on- 
ly adds  to  immediate  earnings,  but  it 
gives  the  company  know-how  in  what 
could  be  one  of  the  most  interesting 
areas  of  the  eventual  residential  build- 
ing boom.  I  believe  Trans  Union's  1970 
earnings  potential  could  be  25  cents 
per  share  higher  than  the  $1.85-per- 
share  profit  reported  for  1969. 

New  Growth 

At  first  glance,  it's  easy  to  take  a 
negative  view  of  Brunsioick  Corp. 
(now  selling  around  18,  paying  10 
cents,  with  a  1969  range  of  25-14) 
on  the  grounds  that  the  bowling  boom 
which  made  the  stock  a  speculative 
favorite  ended  long  ago.  But  Bruns- 

Mr.  Lurie  is  a  partner  in  the  New  York  Stock  E>- 
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wick  today  is  a  changed  and  stronger 
company,  with  a  much  improved  fi- 
nancial position,  and  its  prosperity  is 
related  to  a  strong  competitive  posi- 
tion in  two  of  America's  fast-growing 
industries.  One  is  leisure  time,  where 
the  company's  Mercury  outboard  en- 
gines are  probably  the  largest  sell- 
ing individual  brand  in  the  country. 
The  second  (through  an  85%-owned 
subsidiary)  is  a  line  of  instruments, 
equipment  and  supplies  for  hospitals 
and  doctors;  this  normally  is  the  sec- 
ond largest  source  of  profits.  Witli  the 
athletic  and  sporting  goods  opera- 
tions that  had  been  a  drag  on  overall 
results  in  past  years  now  in  the  black, 
1  believe  this  year's  earnings  potential 
is  in  excess  of  $1  per  share  as  com- 
pared with  1969  profits  of  78  cents. 

The  more  I  reflect  on  the  money 
situation,  the  more  it  seems  to  me  that 
Wall  Street  is  making  the  mistake  of 
expecting  the  Federal  Reserve  Board 
to  blow  a  whistle  when  it  changes 
policy.  It  won't.  But  there  are  indica- 
tions that  there  already  has  been  a 
subtle  change  in  policy.  For  example, 
oiu-  monetary  base  has  risen  at  a 
5.3%  annual  rate  in  the  last  three 
months  following  five  months  of  essen- 
tially no  change.  This  wouldn't  have 
happened  "if  the  lid  were  on  tight." 
Also  of  interest,  industry's  bank  loans 
were  reduced  $3.5  billion  in  January 
as  against  only  a  $l-billion  reduction 
in  January  a  year  ago.  To  me,  the 
combination  of  lessening  demand  and 
an  easier  credit  background  spell  out 
a  reason  for  interest  in  the  money 
stocks  such  as  the  savings  &  loan  com- 
panies. Apart  from  the  fact  that  we're 
building  up  to  an  acute  housing  short- 
age, this  group  should  go  up  as  mon- 
ey rates  come  down. 

As  for  the  overall  situation,  the 
negatives  in  the  outlook  for  stock 
prices  are  easy  to  find.  One  is  the  fact 
that  the  previously  favorable  supply- 
demand  relationship  is  being  upset  by 
industry's  enoimous  demands  for  capi- 
tal with  which  to  rebuild  liquidity  and 
lielp  finance  expansion.  Atiother  is 
the  new  competition  being  experi- 
enced from  the  bond  market,  where 
record-high  yields  are  tempting  in- 
dividual pmchases  and  where  a  huge 
amount  of  financing  is  waiting  in  the 
wings.  Furthermore,  1969  marked  not 
only  the  end  of  a  decade,  but  possibly 
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the  beginning  of  a  new  phase  of  les- 
^ned  expectations  as  well:  With 
physical  production  volume  declin- 
ing, managements  will  be  tested  and 
som^  may  be  found  wanting;  in  the 
absence  of  a  full  floodtide,  capital 
gains  opportimities  will  be  more  dif- 
ficult to  achieve. 

In  addition,  the  Administration  may 
not  have  the  flexibilit}'  of  money  man- 
agement it  enjoyed  in  past  years.  Il- 
lustrative of  the  point,  our  money  sup- 
ply can't  be  eased  rapidly  without 
creating  a  new  round  of  inflationary 
expectations.  Nor  can  major  social 
projects  be  undertaken  without  up- 
setting a  budget  that  must  be  kept 
roughly  in  balance.  Thus,  the  new 
bull  markets  that  automatically  fol- 
lowed every  past  major  decline  may 
not  develop  so  quickly  this  time  when 
speculative  interest  is  being  cooled  by 
the  evidence  of  business  deterioration 
plus  the  lack  of  a  new  vogue.  The 
answers  to  the  really  major  question 
marks  in  the  outlook  will  not  be  at 
hand  for  many  months.  More  specifi- 
calK,  it  will  take  time  for  evidence  to 
accumulate,  evidence  that  inflationary 
price  trends  have  subsided,  that  the 
recession  will  not  be  deeper  or  more 
prolonged  than  the  standard  forecast. 

Potential  Pluses 

But  the  popular  or  easy  view  sel- 
dom is  the  correct  view,  and  it  takes  a 
surprise  to  make  a  new  price  trend. 
Not  only  are  many  of  the  obvious 
debits  already  in  the  stock  price  level, 
but  a  number  of  underlying  potential 
pluses  are  being  overlooked.  For  ex- 
ample, the  emphasis  now  being  placed 
on  inflationary  price  trends  overlooks 
the  historical  fact  that  wages  and 
prices  have  always  risen  during  reces- 
sions, but  less  than  in  the  preceding 
boom  year.  I  expect  history  to  repeat 
itself.  The  reasonable  nature  of  Gen- 
eral Electric's  wage  settlement  and 
unemployment  in  several  major  in- 
dustries should  temper  this  year's 
wage  pressures.  The  natural  corrective 
forces  at  work  in  other  areas,  together 
wifh  past  restraining  actions  by  our 
money  managers,  indicate  that  infla- 
tionary expectations  will  cool  in  com- 
ing months.  And  a  lessening  of  infla- 
tionary price  pressures  would  be  a 
new  plus  for  the  stock  market. 

In  like  vein  of  thought,  evidence  of 
a  shift  in  credit  policy  is  at  hand,  and 
the  indications  are  that  the  Federal 
Reserve  Board  will  pursue  a  more  ex- 
pansionary policy  in  1970.  With  the 
period  of  active  restraint  now  appar- 
ently past  history,  interest  rates  may 
have  peaked;  this  would  be  another 
new  plus  for  the  stock  market. 
Granted  that  the  business  trend  may 
not  turn  upward  until  fall,  the  fact 
is  the  economy  is  not  collapsing.  ■ 
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STOCK  TRENDS 

By  Charles  Rolo 


The  Folklore  of  PjE  Ratios 


Security  analysis  is  an  art  that  is 
trying  to  become  a  science  and  is  not 
likely  to  succeed,  since  you  cannot 
put  a  stock  in  a  test  tube.  There  are, 
to  be  sure,  large  areas  of  investment 
analysis  in  which  precise,  quantitative 
measurements  can  be  made.  But  there 
are  others  where  one  is  forced  to  settle 
for  educated  guesswork;  one  of  the 
most  crucial  is  the  use  of  price/earn- 
ings ratios.  Granted  that  one  can't  ap- 
ply the  scientific  method  to  the  ap- 
praisal of  P/E  ratios,  a  methodical 
approach  is  still  vastly  preferable  to 
the  slapdash  one  used  by  some  in- 
vestors. The  fact  that  a  stock  has 
sometimes  sold  at  20  times  earnings  in 
the  past  is  not  an  adequate  reason  for 
assuming  it  will  do  so  in  the  future, 
and  investment  decisions  based  on  this 
kind  of  impressionistic  arithmetic  are 
liable  to  prove  disappointing. 

The  importance  of  understanding 
P/E  ratios,  and  attempting  to  make 
rationally  founded  forecasts  of  their 
movements,  can  hardly  be  exaggerat- 
ed. If  a  genie  were  to  offer  U5  the 
choice  between  knowing  exactly  how 
much  stocks  will  earn  for  the  year 
ahead  or  what  their  P/E  ratios  will 
be,  we  would  almost  certainly  do  bet- 
ter by  knowing  the  P/E  ratios  and 
making  do  with  the  prevailing  earn- 
ings forecasts.  For  as  Myron  Simons 
so  rightly  pointed  out  in  "Stock  Trends" 
( Feb.  1 ) ,  the  really  big  gains  and  de- 
chnes  in  stocks  are  usually  the  result 
of  changes  in  price/earnings  ratios. 

There  are  various  methods  of  re- 
ducing the  element  of  guesswork  in 
the  use  of  P/E  ratios.  One  that  I  have 
found  helpful  is  to  take  the  average 
high  and  low  multiples  for  the  past 
five  or  ten  years  ( the  figures  are  avail- 
able in  Standard  &  Poor's  Stock  Re- 
ports), and,  with  this  as  a  frame  of 
reference,  try  to  work  out  a  plausible 
P/E  ratio  range  for  the  coming  year, 
taking  into  account  the  company's 
earnings  trend  and  prospects,  the  eco- 
nomic and  investment  climates,  and 
the  vagaries  of  fashion.  The  final  step 
is  to  apply  this  range  to  a  responsible 
estimate  of  fully  diluted  earnings  for 
the  year  ahead.  (P/E  ratios  based 
on  the  previous  year's  earnings  are  at 
worst  highly  misleading  and  at  best 
of  limited  value,  since  it  is  usually  fu- 

A  gutst  colutnnlit,  Mr.  Rolo  is  co-mmagtr  of  the 
ResMrch  Dapt.  of  the  NYSE  firm  of  H.  HenU  &  Co. 
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ture  earnings  that  determine  a  stock's 
market  performance.)  This  approach 
is  certainly  far  from  scientific,  but  at 
least  it  represents  methodical  and 
(hopefully)  educated  guesswork. 

What  can  be  gleaned  by  methodi- 
cal guesswork  from  the  general  level 
of  P/E  ratios  at  this  time? 

On  the  basis  of  latest  reported  earn- 
ings for  the  past  12  months,  a  number 
of  leading  averages  and  indexes,  many 
industry  groups  and  a  large  number 
of  quality  stocks  are  selling  at  (or 
close  to)  the  lowest  price/earnings 
ratios  witnessed  for  many  years.  How- 
ever, some  of  these  ratios  would  be 
higher  on  the  basis  of  projected  earn- 
ings for  1970,  since  corporate  profits 
are  expected  to  decline  in  numerous 
areas  of  industry.  The  broad  question 
is:  Have  the  earnings  prospects  for 
1970  been  adequately,  insufficiently, 
or  excessively  discounted  by  the  pres- 
ent seemingly  low  price/earnings  ra- 
tios? We  can  find  clues  to  the  answer 
by  placing  the  current  P/E  ratios 
within  a  historical  frame  of  reference, 
thanks  to  scholarly  work  done  by  the 
late  Nicholas  Molodovsky,  Ralph  Rot- 
nem,  and  others. 

Earnings  vs.  P/E  Ratios 

In  the  94-year  period,  1871-1965, 
the  average  annual  price/earnings  ra- 
tio for  Standard  &  Poor's  500  stock 
index  was  13.9.  Contrary  to  a  preva- 
lent impression,  price/earnings  ratios 
in  the  peak  years  of  bull  markets  and 
the  low  years  of  bear  markets  were 
not  very  different;  they  averaged  less 
than  15  in  the  former  and  around  14 
in  the  latter.  The  reason  is  that  P/E 
ratios  tended  to  widen  when  earnings 
declined  and  to  contract  when  earn- 
ings increased.  The  most  spectacular 
example  of  this  was  in  1932,  when 
earnings  for  the  index  collapsed  to  5 
cents  and  the  P/E  ratio  soared  to 
139.  To  be  more  specific,  the  histori- 
cal record  shows  (on  an  annual  basis) 
that  earnings  and  price/earnings  ra- 
tios have  moved  in  opposite  directions 
about  80%  of  the  time.  P/E  ratios 
have  shrunk  in  periods  of  severe  in- 
flation and  have  tilted  upward  as  in- 
flationary pressures  abated. 

Turning  to  the  recent  past,  we  find 
that  tlie  average  annual  P/E  ratio  for 
the  S&P  500  has  not  fallen  below  14 
since   1957.   For  the  decade  of  the 


Sixties,  the  average  annual  ratio 
works  out  at  around  17.  Recently  the 
actual  ratio  stood  at  14.5. 

What  inferences  can  be  drawn  from 
these  data?  Clearly,  P/E  ratios  (ex- 
cluding those  for  high-growth  issues, 
"coucept"  stocks  and  the  favorites  of 
fashion)  are  roughly  in  line  with  the 
historical  average  and  conspicuously 
below  the  average  for  the  past  dec- 
ade. Thus  there  is  room  for  them  to 
mden—and  precedent  suggests  they 
'  are  likely  to  widen— in  the  face  of  a 
decline  in  corporate  profits.  Moreover, 
the  historical  record  encourages  the 
assumption  that  any  abatement  of  in- 
flationary pressures  would  give  a  hft 
to  P/E  ratios.  Translating  this  reason- 
ing into  numbers,  one  might  envisage 
a  P/E  range  of  14  to  16  for  the  DJI 
this  year.  Applied  to  the  higher  and 
lower  forecasts  for  the  trend  of  Dow 
earnings  in  1970,  these  P/E  ratios 
suggest  a  possible  price  range  of  700 
to  900.  I  repeat,  this  is  only  methodi- 
cal guesswork— you  cannot  put  the 
Dow  in  a  test  tube— but  it  provides 
reasons  for  believing  that  some  of  the 
depressed  segments  of  the  stock  mar- 
ket currently  offer  worthwhile  invest- 
ment opportunities.  In  spite  of  my 
repeatedly  affirmed  predilection  for 
growth  stocks,  it  seems  to  me  that 
this  is  a  time  when  other  stock  groups 
also  invite  attention  because  they  ap- 
pear to  have  respectable  possibilities 
of  appreciation  combined  with  good 
yield  and  minimal  risk. 

A  case  in  point  is  the  electric  util- 
ity group,  which  is  selling  on  the  av- 
erage at  about  11  times  estimated 
earnings  for  1970,  the  lowest  P/E  ra- 
tio in  20  years.  One  of  many  possible 
choices  in  this  industry  is  Southern 
California  Edison  (27).  On  a  fully 
diluted  basis,  per-share  earnings  were 
$2.27  in  1969  and  they  are  expected 
to  rise  to  $2.50-$2.55  in  1970.  The 
current  P/E  ratio  of  under  11  com- 
pares with  an  average  low  ratio  of 
nearly  15  for  the  past  ten  years. 

Another  blue-chip  group  which 
looks  undervalued  is  the  U.S.  interna- 
tional oils-notably  Gulf  (26),  MobU 
(42),  Standard  Oil  of  California  (46), 
Standard  Oil  of  New  Jersey  (55), 
and  Texaco  (27)— which  have  been 
knocked  down  by  heavy  institutional 
liquidation.  Granted  that  there  are 
clouds  on  the  oil  industry's  horizon, 
particularly  in  the  Middle  East,  the 
consensus  among  oil  analysts  is  that 
1970  earnings  for  these  companies 
should  not  be  lower  than  1969  results 
and  could  show  modest  gains.  On  this 
basis,  the  P/E  ratios  of  the  interna- 
tional oils  are  below  their  average  low 
P/E  ratios  of  the  past  five  years,  and  I 
would  expect  them  to  improve. 

I  hope  to  return  to  the  subject  of 
P/E  ratios  in  next  month's  column.  ■ 
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To  help  you  invest 
knowledgeably! 

Financial  World's  easy-to-use 
volume  gives  you  the 
complete  12-year  record 
of  every  NYSE  stock! 


Nowhere  else  can  you  find  as  quickly  and 
easily,  or  at  lower  cost,  each  "Big  Board" 
stock's  performance  over  the  past  12  "good 
and  bad"  years.  These  are  the  vital  invest- 
ment "facts-of-life"  that  every  profit-minded 
investor  should  have  before  making  any  buy/ 
hold /sell  decision. 


1958-1969 
Each  Year 


IQ  /  Price  Rang* 

'^         /  Dividends 

f^.  I  Stock  Splits 

^'  /  Earnings* 


*1969  earnings  as  available  up  to  press  date 

You  can't  determine  a  stock's  current  value  un- 
less you  know  its  earnings  and  dividend  record 
of  past  years.  You  can't  evaluate  a  stock's  long- 
term  price  performance  unless  you  know  the 
details  of  past  splits.  The  Stock  Record  Book 
makes  it  easy. 


A  MUTUAL  FUND  PLUS 

The  Stock  Record  Book  al.so  contains  the  12- 
year  records  of  the  leading  Mutual  Funds  show- 
ing each  year's: 

CAPITAL   GAINS    •    INVESTMENT   INCOME 
NET    ASSET    VALUE    •    SALES    CHARGES 


It's  yours  for  only  $2.75 — 
or  as  part  of  this  remarkably 
valuable  $6  BONUS  offer! 

In  addition  to  the  Stock  Record  Book,  you'll  receive  a  12-week  Trial 
Subscription  to  FW's  Comprehensive,  Three-Part  Investment  Ser- 
vice—developed, tested  and  refined  through  Financial  World's 
more  than  67  years  of  successful  experience. 


A  $995  VALUE-ONLY  $6 

12  ISSUES  OF  FINANCIAL  WORLD.  America's 
pioneer  investment  weekly.  Dedicated  to 
pointing  out  sound  stock  values  and  giving 
continuous  guidance  on  hundreds  of  issues. 
Detailed  reports  on  selected  securities  .  .  . 
company  and  industry  surveys  .  .  .  market 
outlook  .  .  .  developmg  trends  .  .  .  super- 
vised groups  of  stocks  for  every  financial 
goal  .  .  .  mutual  fund  evaluation— eyery- 
thing  to  help  you  profit  in  any  kind  of 
market.  (Newsstand  price  jor  the  magazine 
atone-$7.20) 

3  MONTHLY  updated  supplements  of  "IN- 
DKPENUENT  APPRAISALS"  of  up  to 
I9<K)  listed  stocks,  detailed  digest  of  pnces, 
earnings,  dividends—  plus  our  own  ratings 
of  investment  value.  (Cost  of  simitar  guides 
—up  to  $24  per  year) 

ADVICE-BY-MAIL  as  often  as  once  a  week  for 
12  weeks,  you  can  get  our  best  opinion  on 
whether  to  buy,  -sell,  hold  any  listed  stock 
that  interests  you,  (Not  available  alone  at 
any  price) 


FINANCIAL  WORLD-- 

Dept.  FB-315,  17  Battery  Place,  New  York,  N.Y.  10004 

For  payment  enclosed  please  enter  my  order  for: 

Copies  of  your  new  1958-1969  Stock  Record  Book  at  $2.75  each. 

D  12-Weeks'  Trial  Subscription  to  FINANCIAL  WORLD'S  com- 
plete investment  service  including  Stock  Record  Book— all  for 
only  $6. 

Name , 


Address. 
City 


State Zip. 

This  subscription  is  not  assignable. 


A  Time  For  Decision— Act  Now! 


Only  one  edition  of  the  Stock  Record  Book  is 
published  each  year  and  the  supply  is  strictly 
limited.  So  whether  you  buy  the  new  Stock  Rec- 
ord Book  or  get  it  as  a  BONUS  with  your  trial 
subscription  to  Financial  World's  Investment 
Services,  be  sure  to  order  at  once.  Fill  out  and 
mail  the  coupon  today  to  assure  delivery  with- 
out delay. 


Absolute  money-back  guarantee  if  not 
satisfied  within  30  days. 
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The  Funds 


Shorting  Rembrandt 


Besides  having  just  turned  40,  Alan 
R.  AckeiTnan  (no  relation  to  Marty) 
has  a  problem.  Or  at  least  he  had 
one  until  a  couple  of  months  ago. 

In  addition  to  being  a  successful 
commodity  and  stock  trader  at 
Kohlmeyer  and  Co.,  in  the  last  ten 
years  Ackerman  had  been  instru- 
mental in  creating  such  companies 
as  Programming  &  Systems,  whose 
stock  went  from  $1  to  $21  in  two 
years  (it  now  sells  at  $5),  and, 
more  recently,  a  company  called 
Modular  Dimensions,  which  came 
on  the  market  last  month.  As  often 
happens  with  creators,  Ackerman 
made  quite  a  bundle  out  of  these 
deals.  His  problem  was  that,  start- 
ing about  six  months  ago,  the  mar- 
ket for  such  companies  dried  up. 

"My  companies  were  in  vogue 
when  we  brought  them  out,"  says 
Ackerman.  "They  were  in  the  right 
businesses  at  the  right  time— com- 
puter programming  and  now  modu- 
lar housing.  Now  my  Collectors 
Funding  is  in  vogue."  Collectors 
Funding  is  the  answer  to  Alan  Ack- 
erman's  problem  that  he  worked 
out  with  his  Irish-born  partner  Dr. 
Malachi  Fitzmaurice-Martin.  It  has 
to  do  with  investing  in  art,  but  that 
proves  to  be  a  broad  term  in  Acker- 
man's  vocabulary.  To  judge  from 
Ackerman's  Manhattan  apartment, 
filled  with  minor  19th  and  20th 
century  French  and  English  paint- 
ings plus  some  more  famous  labels, 
one  might  assume  that  he  got  the 
idea  for  Collectors  Funding— which 
has  yet  to  go  public— by  looking  at 
his  surroundings. 

Whether  his  Collectors  Funding 
(which  Ackerman  describes  in  part 
as  an  "art  investment  bank")  comes 
out  as  a  company  or  as  a  mutual 
fund,  it  is  still  only  one  of  a  host  of 
private  investment  funds  that  are 
turning  to  real  estate  or  to  the  art 
world  for  the  speculative  appeal 
lacking  in  today's  stock  market.  Of 
the  art  promotions  that  have  gone 
or  are  in  the  process  of  going  pub- 
lic-including Sovereign  American 
Arts,  a  company;  The  Art  Fund,  a 
Boston-based  mutual  fund;  Ber- 
nard Cornfeld's  lOS  Portfolio  of  the 
Fine  Arts,  an  offshore  mutual  fund- 
each  has  its  distinctive  financial  set- 
up. But  all  of  these  organizations 
have  two  things  in  common— little 
art  in  their  portfolios  and  an  un- 
known degree  of  expertise. 


Almost  all  are  also  betting  on  a 
more  speculative  art  world  where 
quicker  turnover  will  lead  to  faster 
and  larger  profits.  Until  now,  art 
has  been  the  domain  of  the  mu- 
seums and  the  toy  of  the  rich 
people  who  could  afiford  to  wait  and 
to  lose  money.  The  art  world  that 
Alan  Ackerman  envisions  is  one  in 
which  an  investor  will  be  "able  to 
get  an  instantaneous  quote  on 
Georgian  silver,  and  to  be  short  a 
Rubens  or  long  an  El  Greco.  It 
will  be  like  the  commodities  mar- 
ket. If  someone  wants  to  borrow 
money  on  an  estate,  Collectors 
Funding  will  float  them." 

Far  fetched?  Not  given  an  in- 
vesting public  despondent  over  the 
present  bear  market  but  also  con- 
stantly tempted  by  tales  such  as 
that  of  the  Van  Gogh  that  cost 
about  $30,000  in  the  mid-Thirties 
and  sold  at  auction  last  month  for 
$1.3  million.  And  behind  that  stands 
a  general  public  that  is  manifesting 
an  insatiable  demand  for  anything 
that  can  be  called  "an  original." 

But  even  if  the  new  art  funds 
can  create  a  more  speculative  and 
volatile  art  market,  it  is  worth  ask- 
ing what  the  investor  who  invests 
in  them  gets.  How,  for  example, 
would  a  prospective  investor  know 
what  Collectors  Funding's  assets 
were  and  therefore  what  his  invest- 
ment was  worth?  "Do  you  want  to 
see  my  income  tax  form?"  responds 
Ackerman.  "Last  year  my  income 
was  in  the  six-figure  range." 

When  the  same  question  was  put 
to  Nicolas  Guppy,  a  45-year-old 
former  botanist  who  helped  found 
Sovereign  American  Arts  Corp.,  he 
replied:  "I  can't  discuss  that." 
However,  he  will  show  pictures  of 
paintings  that  he  says  are  mainly 
stored  overseas. 

The  prospectus  of  Sovereign 
American— the  first  company  of  its 
type  to  come  through  Securities  & 
Exchange  Commission  registration 
—shows  a  company  that  at  offering 
had  few  if  any  tangible  assets.  The 
company,  said  the  prospectus,  "is 
engaged  in  highly  competitive  fields 
in  which  numerous  companies  with 
much  greater  capital  and  facilities 
now  operate.  .  .  .  future  plans  are 
at  this  time  vague  and  there  can 
be  no  assurances  that  such  plans 
can  be  successfully  consummated. 
. . .  With  few  exceptions,  the  man- 
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?ement  are  not  expert  in  the  mat- 
■rs  or  art." 

At  the  time  of  its  first  offering, 
jvereign  .\merican  showed  an  in- 
?ntory  of  $88,000  including  some 
ndescribed  works  of  art  that  had 
?en  given  to  the  company  for  a 
ock  consideration.  The  corporation 
American,  but  much  of  its  in- 
?ntorv  will  be  kept  in  Europe.  For- 
idding?  Only  last  month  220,000 
lares,  representing  about  405J  of 
■tal  equity,  were  offered  to  the 
jblic  at  S6,  jumped  on  the  first 
ly  to  29  and  ha\e  since  been 
noted  around  15. 

"Sovereign  is  what  we  consider 
stock  deal,"  comments  Alan  Ja- 
)bs  of  the  S5-million  Art  Fund, 
ho  like  many  people  in  the  field 
nds  to  be  sharp  toward  the  com- 
jtition.  "The  people  who  formed 
ivereign  will  be  dealing  in  art  as 
commodity  and  got  in  at  a  very 
leap  level.  The  Art  Fund  is  like  a 
utual  fund:  No  one  will  make 
lOre  money  than  anyone  else." 
Although  The  Art  Fund  has  yet 
'  make  a  purchase,  it  apparently 
ill  operate  more  like  a  museum; 
le  artists  from  whom  it  plans  to 
jy  are  listed  in  its  prospectus, 
^hat  is  vague  in  the  case  of  The 
rt  Fund  (and  will  be  for  some 
me  to  come)  is  exactly  how  net 
iset  value  will  be  determined  if  at 
Ime  time  between  "yearly  apprais- 
s '  a  shareholder  wants  to  sell  his 
lares,  perhaps  to  put  the  money 
Ito  a  racing  or  shipping  fund,  like 
frmer  New  York  Mayor  Robert 
t^agner's  Fund  of  the  Seven  Seas. 
I  Here  is  how  Frank  Zachary,  form- 
Art  director  of  Holiday  magazine 
id  co-founder  along  with  Mc- 
ann-Erickson's  Paul  Foley  of  the 
ill-private  Fine  Arts  Fund,  sum- 
arizes  the  problem  of  any  art 
nd,  including  his  own:  "Any  fool 
ith'the  money  can  go  out  and  buy 
good  Impressionist  painting— say, 
Monet— and  probably  not  lose  any 
oney.  But  that's  not  what  most 
these  funds  will  be  buying.  It's 
;ry  tricky  in  those  lesser-known 
eas,  and  what  it  does  to  the  whole 
arket  is  even  worse."  Zachary's 
St  investment  has  been  in  a  90- 
;ar-old  American  artist,  Caroline 
in  Hook  Bean,  whose  works  quite 
iturally  will  soon  become  more 
arce. 

But  what  if  an  art  fund  buys  a 
jvis    de    Chavannes    or    a    Reg- 
mlt  which  went  from   $100,000 
1912  to  $30,000  today?  ■ 


This  advertnemfnt  is  not  an  o^erxng.  Xo  otjrring  is  made  except  by  a  Prospectus  filed  with  the  Department  of  Law  of 

the  State  of  Sew  York  and  the  Bureau  of  Securities,  Department  of  Law  and  Public  Safety  (jf  the  State  of  New  jersey. 

Neither  the  Attorney  General  of  the  State  of  New  York  nor  the  AHorney  General  of  the  Stale  of  New  Jersey 

nor  the  Bureau  of  Securities  of  the  State  of  New  Jersey  has  passed  on  or  endorsed  the  merits  of  this  offering. 

February  25.  1970 

GUARDIAN  MORTGAGE  INVESTORS 

$15,000,000 

8%  Convertible  Subordinated  Debentures  Due  March  I,  1985 

Convertible  into  Shares  of  Beneficial  Interest,  prior  to  maturity,  unless 
previously  redeemed,  at  S25  per  share,  subject  lo  adjustment  in  certain  easel. 

Price  100% 

Plu>  accrued  inleretl  from  March  I.  1970 


200.000 

Shares  of  Beneficial  Interest 

iWilhoul  Par  Value) 

Price  $25  per  Share 

Copies  of  the  Prospectus  may  be  obtained  tn  any  State  in  which 
this  announicment  is  (lunlated  only  from  such  of  the  several 
undetwrtters  as  may  lawfully  offet  these  securities  in  such  State. 


SHEARSON,  HAMMILL  6  CO. 


BEAR,  STEARNS  6  CO. 


CLARK,  DODGE  &  CO. 

In<«ipoioi*d 

EQUITABLE  SECURITIES,  MORTON  6  CO. 

W.  E.  HUTTON  6  Co.  LADENBURG,  THALMANN  g  CO. 

R.  w.  Pressprich  6  CO.  Shields  &  Company 

Tucker.  Anthony  6  R.  L.  Day 


dominick6dominick, 
HallgartenSCo. 

w.c.  langley&co. 
F.s.  smithers&co.,  Inc. 

WALSTON6CO..  Inc. 


WHICH  FUNDS  WERE 
TOP  PERFORMERS?? 

FundScope,  the  national  monthly  mutual  fund 
magazine,  takes  a  cold  hard  look  at  the  per- 
formance records  of  428  mutual  funds  and 
comes  up  with  some  eye-opening  data.  Included 
in  these  performance  tabulations  are  so-called 
Go-Go  Funds,  No-Load  Funds  and  funds  little 
known  except  to  professional  investors. 

This  dynamic  March  issue  gives  you  perform- 
ance results  for  each  mutual  fund  and  the  TOP 
10%  IN  PERFORMANCE  and  the  BETTER-THAN- 
AVERAGE  and  BELOW-AVERAGE  performers  for 
each  year  since  1962.  You  may  be  surprised 
to  learn  that  one  fund  hit  the  TOP  10%  in  six 
of  the  eight  years,  one  fund  made  the  TOP 
10%  in  five  of  the  eight  years,  one  fund  made 
the  TOP  10%  in  four  of  the  eight  years,  and 
12  funds  were  in  the  TOP  10%  in  three  of  the 
eight  years.  FUNDSCOPE  NAMES  ALL  THESE 
FUNDS  as  well  as  the  above-average  perform- 
ers for  each  of  the  8  years. 

SPECIAL  OFFER 

(new  trial  subscribers  only) 

Send  just  $17.00  for  a  3-month  trial  subscrip- 
tion to  FundScope  beginning  with  the  March 
issue.  PLUS ...  3  big  bonuses  including  the 
400  page  APRIL  1970  MUTUAL  FUND  GUIDE. 

ACT  NOW:  (10  day  returnable  guarantee)  mail 
your  $17.00  today  or  if  you  prefer  the  above 
offer  with  a  full  14-month  subscription,  send 
$45.00.  Include  zip. 


FundScope 


Dept.  F-2,  Suite  700,  1900  Ave.  of  the  Stars 
Los  Angeles,  California  90067 


Can  professional 
management  help 

make  your 
$5,000  to  $50,000 

portfolio  grow 
as  fast  as  you  want? 


Whether  you  are  investing  in  common  stocks 
for  retirement  income,  children's  education 
or  freedom  from  financial  worry,  you  want 
your  money  to  grow  as  rapidly  as  possible. 
Yet,  perhaps  for  reasons  beyond  your  con- 
trol, you  may  find  your  capital  is  not  build- 
ing up  as  fast  as  you  expect  it  to. 

To  help  solve  this  very  problem,  investors 
in  more  than  55  countries  use  The  Danforth 
Associates  Investment  Management  Plan. 
The  professional  supervision  it  offers  can, 
we  believe,  work  to  balance  the  risks  of 
common  stock  investments  and  help  you 
better  achieve  your  capital  growth  goals. 

Find  out  how  you  may  begin  benefiting 
from  this  tested  plan  with  as  little  as  $5,000 
in  cash  or  securities.  For  a  free  copy  of  our 
42-page  descriptive  booklet,  including  a 
complete  10-year  "performance  record," 
simply  write  Dept.  K-99. 

THE  Danforth  Associates 

Wellesley  hills,  Mass.,  u.s.a.  ouSi 

Investment  Management  .  Incorporated  1936 
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This  advertisement  ianot  an  offer  to  sell  or  a  solicitation  of  an  offer  to  buy  any  of  these  securities. 
The  offering  is  made  only  by  the  Prospectus, 


NEW  ISSUE 


February  27, 1970 


ffffff 


$35,000,000 

SCM     CORPORATION 
9V4%  Sinking  Fund  Debentures  Due  1990 

Price  100% 

Plus  accrued  interest,  if  any,  from  March  5, 1970 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from 
only  such  of  the  several  underwriters,  including  the  under- 
signed, as  may  lawfully  offer  these  securities  in  such  State. 


Eastman  Dillon,  Union  securities  &  Co. 

Blyth  &  Co.,  Inc. 
Glore  Forg an  Staats  Goldman,  Sachs  &  Co.  Hornblower  &  Weeks-Hemphill,  Noyes 
Kidder,  Peabody  &  Co.  Lazard  Freres  &  Co.  Lehman  Brothers 

Incorporatrd 

LOEB,  RHOADES  &  CO.  MERRILL  LYNCH,  PIERCE,  FENNER  &  SMITH 

Incorporated 

SALOMON  Brothers  &  Hutzler 


Paine,  Webber,  Jackson  &  Curtis 

Smith,  Barney  &  Co.     Wertheim&Co.     White,  Weld  &  Co.     Paribas  Corporation 

Incorporkled 

Bache&co.        a.  G.  Becker  &  Co.        Alex.  Brown  &  Sons        Clark,  Dodge  &  Co. 

Incorporm(«d  Incorporated  Incorporated 

Franc  IS  I.  duPont,  A.  C.  Allyn,  Inc.  Equitable  securities,  Morton  &  Co.  H  ayden,  Stone 

Incorporated  Incorporated 

E.  F.  HuTTON  &  Company  Inc.    W.  e.  Hutton  &  Co.    F.  S.  Moseley  &  Co.    Reynolds  &  Co. 


L.  F.  Rothschild  &  Co. 
Ticker,  Anthony  & R. L. Day 


Shearson,  Hammill  &  Co, 

Incorporated 


F.  S.  smithers  &  Co.,  Inc. 
Wood,  Struthers  &  Winthrop  Inc. 


This  ndverlisemeni  is  not  an  offering.  No  offering  is  made  except  by  a  Prospectus  filed  with  the  Departments  of  Law 

of  the  Slates  oj  New  )iork  and  New  Jersey.  Neither  the  Attorney  General  of  the  State  of  New  York 

nor  the  Attorney  General  oj  the  State  of  New  Jersey  has  passed  on  or  endorsed  the  merits 

of  this  offerinf;.  Any  representation  to  the  contrary  is  unlawful. 


New  Issue 


February  27, 1970 


770,000  Shares 


Behring  Corporation 


Common  Stock 


Price  $16.50  Per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  Slate  only  from  such  of  the 
undersigned  and  others  as  may  lawfully  offer  these  securities  in  such  State. 


Oppenheimer  &  Co. 
Goldman,  Sachs  &  Co.  Smith,  Barney  &  Co. 

Incorpototed 

Bear,  Stearns  &  Co.  Bache  &  Co.  Burnham  and  Company 

lncoipor«l«d 

Clark,  Dodge  &  Co.  Dominick  &  Dominick.  Hayden,  Stone 

Ifltorrcrottd  Incorpotoltd  Inco'poralod 

W.  E.  Hutton  &  Co.      Ladenburg.  Thalmann  &  Co.      Reynolds  &  Co. 


Shields  &  Company 


Incorpo'oiod 


Hill  Samuel  Securities 

Co'porolion 
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READERS  SAY 


(Continued  from  page  11) 

sue.  Service  to  us  from  the  East  Coast  is' 
fast  and  so  far  (after  maybe  15  years 
of  use),  with  never  a  loss  due  to  pilfer- 
age. It  is  a  pleasure  in  this  "who  cares" 
business  environment  to  enjoy  the  quiet 
efficiency  of  UPS. 

—Malcolm  F.  Walt 
Walnut  Creek,  Calif. 

Us  or  We—Aga'm? 

Sib:  On  page  15  of  the  Feb.  1  issue     i 
(Fact  ir  Comment)  you  said  ".  .  .  if  he  ■ 
were  the  darling  of  we  wordsters."  Ugh!  "I 
Object  of  a  preposition  takes  the  objec- 
tive  case   or   is   your   barbarism   accept- 
able today? 

— M.  Thielen 
Floyd,  Va. 

As  I  have  said  before:  "I  was  lulled  by 
the  allure  of  alliteration"  (Readers  Say, 
Aug.  15,  1969)-MSF. 

The  New  Mafh 


Sir:  In  your  item  concerning  AT&T's 
matching  investment  plan  for  employees, 
you  state  that  "$100  a  month  for  ten 
years  in  a  plan  with  50%  matching  and 
an  average  growth  rate  of  6%  would  grow 
into  over  $16,000."  This  is  not  a  very 
attractive  return,  since  the  ten-year  in- 
vestment by  employee  and  AT&T  con- 
tribution alone,  without  interest,  totals 
$18,000. 

—George  Hartz 
Scottsdale,  Ariz. 

Sir:  Your  new  math  has  confused  me. 

-J.H.  Reid   • 
Atlanta,  Ca. 

Sir:  Don't  you  think  that  Ma  Bell's 
employees  would  be  better  advised  to 
stuff  their  $100  per  month,  plus  50% 
matching  contribution,  into  their  respec- 
tive matrasses? 

—Stanford  W.  Braff   i 
Bay  Shore,  N.Y. 


They  would  if  we  had  been  right.  Un- 
fortunately, we  weren't.  The  correct  fig- 
ure should  have  been  $24,500— Ed. 

A  Move  against  Inflation 

Sir:  In  addition  to  reducing  military 
forces  (Fact  ir  Comment,  Feb.  J),  the 
Administration  (with  the  necessary  coop- 
eration of  Congress)  has  another  rela- 
tively simple  inflation-stemming  tool 
available.  If  all  import  quotas  to  the  U.S. 
were  lifted,  it  seems  reasonable  to  ex- 
pect that  steel  makers,  beef  packers,  oil 
producers  and  a  host  of  other  companies 
would  be  hard  pressed  to  post  new  price 
increases  in  the  face  of  the  increased 
foreign  competition. 

—John  A.  Nehring 

Captain,  USAF, 

Asst.  Professor, 

USAF  Academy,  Colo. 
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Growth 
industry  .s^ 
Shares, 
inc. 


Since  1946 


A  MUTUAL  FUND 

INVESTING  IN 

GROWING  COMPANIES 


A  NO-LOAD 
FUND 

Offered  and  Redeemed 
at  Net  Asset  Value 


Mail  coupon  below  lor  copy  of  prospectus. 


Growth  Industry  Shares, Inc., Room  1018 
6  N.  Michigan  Ave.,  Chicago,  III.  60602 


Name 


Cily 


kMt.  '"Vestments  Geared  to  America's  Future 


JOHNSTON 

MUTUAL  FUND 


for  investors  seeking  possible  growth 
of  capital  and  income 

A  NO-LOAD  FUND 

No  Redemption  Charge 
Systematic  Investment  Plan 

NO  SALES  CHARGE 

Self-Employed  Retirement  Plan 
Available   (KeoghAct) 

Mail  Today  For  Free  Prospectus 


The  Johnston  Mutual  Fund,  Inc. 
460  Park  Ave.,  N.Y.C.  10022    Dept.  C 
Phone:(212)679-2700 


NAME 


ADDRESS. 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  partner 

JOHN  W.  SCHULZ 


ABRAHAM  &CO. 

Members  New  York  Stock  Exchange 

and  other  leading  Exchanges 

120  Broadway.  New  York,  N.  Y.  10005 


ff 


Word  (If  Mouth" 

Many  new  subscribers  come  to  us  ihot  woy  .  .  .  For 
a  non -peripatetic  approach  towarcJ  capital  building, 
getting  better  income,  avoil  yourself  of  these  pene- 
trating weekly  advisory  letters.  SPECIAL  OFfER: 
8  weeks'  trial,  just  $2.  Clip  this  ad.  Mail  todoy. 
(Full  refund  if  not  phased.) 

THE   BUCK   INVESTMENT   LETTER 
P.O.  Box  146      Cedar  Ridge,  California  95924 
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THOUGHTS . . . 


ON  THE 
BUSINESS  OF  LIFE 


Spring  is  nature  taking  up  its  option 
on  the  world.  —Jimmy  Cannon 


In  your  area  or  responsibility,  if  you 
do  not  control  events,  you  are  at  the 
mercy  of  events.       — Harland  Svabe 


Knowledge  and  hvunan  power  are 
synonymous,  since  the  ignorance  of 
the  cause  frustrates  the  effect. 

—Francis  Bacon 


The  sharpest  sting  of  adversity  it 
borrows  from  our  own  impatience. 

—George  Horne 


Adversity  has  the  effect  of  eliciting 
talents  which  in  prosperous  circum- 
stances would  have  lain  dormant. 

—Horace 


Calamities  are  of  two  kinds:  mis- 
fortune to  ourselves  and  good  fortune 
to  others.  —Ambrose  Bierce 


It  cannot  be  too  often  repeated  that 
it  is  not  helps,  but  obstacles,  not  fa- 
cilities, but  difficulties  that  make  men. 
—William  Mathews 


Most  of  our  misfortunes  are  more 
supportable  than  the  comments  of  our 
friends  upon  them. 

—Caleb  Colton 


Will  is  the  master  of  the  world. 
Those  who  want  something,  those  who 
know  what  they  want,  even  those 
who  want  nothing,  but  want  it  badly, 
govern  the  world. 

—Ferdinand  Brunetiere 


Work  usually  follows  will. 

—Louis  Pasteur 
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The  first  day  of  spring  is  one  thing, 
and  the  first  spring  day  is  another. 
The  difference  between  them  is  some- 
times as  great  as  a  month. 

—Henry  Van  Dyke 


Wisdom    denotes    the   pursuing   of 
the  best  ends  by  the  best  means. 

—Frances  Hutcheson 


B.  C.  FORBES 

Every  young  man  ambitious 
to  succeed  must  first  cultivate 
willpower,  for  without  willpow- 
er he  will  never  triumph  over 
all  the  obstacles  and  difficulties 
he  is  sure  to  encounter  in  the 
pursuit  of  his  goal.  Real  success 
is  akin  to  willpower  in  that  it 
lies  in  the  mind,  the  heart,  the 
soul,  a  thing  oftentimes  invisible 
to  the  eye  of  others.  Our  future 
and  our  fate  lie  in  our  wills 
more  than  in  our  hands,  for  our 
hands  are  but  the  instruments 
of  our  wills. 


Patience  is  the  virtue  of  an  ass  that 

trots  beneath  his  burden,  and  is  quiet. 

—George  Granville 


The  secret  of  success  is  the  consis- 
tency to  pursue.        —Harry  F.  Banks 


Great  souls  have  wills;  feeble  ones 
have  only  wishes. 

—Chinese  Proverb 


"Come,  gentle  Spring!  ethereal  Mild- 
ness! come.  —James  Thomson 


A  little  general  learning  has  come 
to  be  a  useful  thing  in  a  world  where 
from  its  infrequency  it  has  ceased  to 
be  dangerous.  — W.C.  Brownell 


What  is  strength  without  a  dou- 
ble share  of  wisdom?  Strength's  not 
made  to  rule,  but  to  subserve,  where 
wisdom  bears  command. 

—John  Milton 


Every  branch  of  knowledge  which 
a  good  man  possesses,  he  may  apply 
to  some  good  purpose. 

—Claudius  Buchanan 


Things  hard  to  come  by  are  much 
esteemed.  —Latin  Proverb 


Our  wills  and  fates  do  so  contrary 
run,  that  our  devices  still  are  over- 
thrown; our  thoughts  are  ours,  their 
ends  none  of  our  own. 

—Shakespeare 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $6.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  (Sales 
tax:  New  York  State,  from  3%  to 
6%;  New  York  City,  6%.) 


I 


A  Text . .  . 


Sent  in  bv  Walter  H.  Bruning. 
I^kewood.  N.J.  What's  your  fa- 
vorite text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Business 
of  Life  is  presented  to  senders  of 
texts  used. 


And  wisdom  and  knowledge  shall  he 
the  stability  of  thy  times,  and  strength, 
of   salvation.  —Isaiah    33:6 
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New  Patterns  in  Housing 


flUUI 

969  was  great  for  EATON  YALE  &  TOWNE 


've  grown  past  the  billion  dollar  sales  mark  on  the 
3ngth  of  our  ideas.  And,  new  ideas  to  meet  the  forces  of 
inge  will  keep  us  growing,  ideas  that  mostly  become  ex- 
ng  products  that  move  man,  materials  and  energy  world- 
le  . . .  in  the  enormous  growth  markets  of  transportation, 
terials  handling  and  industrial  power  transmission.  But, 
also  have  a  widening  group  of  unique  industrial  and  con- 


sumer products  ranging  from  home  appliance  controls  and 
beverage  dispensers  to  fastening  devices  and  complete  se- 
curity systems.  A  family  of  related  businesses,  Eaton  Yale  & 
Towne  has  over  47,000  employees  making  and  marketing 
nearly  4,000  highly  engineered  products  in  118  operations 
in  21  countries.  To  us,  the  world  is  one  global  market . . . 
of  which  the  U.S.  must  be  regarded  as  just  a  single  element. 


/\ 


WHAT'S  AHEAD  FOR  70  AND  BEYOND? 

Our  Company  meets  frequently  with  members  of  the  financial 
community  to  discuss  Eaton  Yale  &  Towne's  short  and  long- 
term  objectives.  Present  at  one  of  these  meetings  in 
Cleveland  on  January  28,  1970  were  some  of  America's  top 
financial  analysts  representing  Ball,  Surge  &  Kraus;  Goldman. 
Sachs  &  Co.;  E.  F.  Hutton  &  Company  Inc.;  McDonald  & 
Company;  f^errill  Lynch,  Pierce,  Fenner  &  Smith  Inc.;  Prescott, 
IVlerrill,  Turben  &  Co.;  PDI  Fund,  Inc.;  and  Roulston  & 
Company.  Eaton  Yale  &  Towne  executives,  including  Chairman 
of  the  Board  E.  M.  de  Windt  and  President  Wm.  A.  Mattie 
(at  left)  answered  their  questions.  Answer  highlights  were; 

•  Our  multinational  operations  and  new  products  should  help 
maintain  current  profit  margins  in  1970. 

•  All  of  our  budget  planning  and  cost  controls  are  geared 
to  action  rather  than  reaction. 

•  \Ne  will  not  delay  capital  expenditures  whose  postponement 
would  jeopardize  our  competitive  position  in  the  marketplace. 

•  Through  regular  "partners  in  progress"  seminars  with 
suppliers,  our  purchasing  stall  develops  cost-cutting  ideas. 

•  We  will  continue  to  expand  Research  and  Development 
budgets  in  areas  vital  to  our  future  growth. 

•  Our  broader  product  base  and  multinational  operations 
provide  a  cushion  against  business  fluctuations  of  the  '70s. 


Our  record-breaking  1969  figures  and  a 
lot  more  are  in  our  "1969  ANNUAL 
REPORT  ■•  And.  our  "IDEAS"  book 
shows  new  product  ideas  that  will  keep 
us  growing.  Write  for  both. 


CORPORATE  OFFICES 

1  00  Eneview  Plaza  •  Cleveland.  Ohio  441 1 4 


In  America  we  think  everything  wrong 
is  someone  else's  fault 


"Why  don't  they  do  sometFiiiiji  ahoiit  this 
crime  wave?*"  Are  you  sure  you  never  ducked 
jury  duty?  And  did  you  ever  ask  your  church  or 
the  Salvation  Army  what  civic  service  you  could 
perform? 

^^Inflation  is  killing  me".  Did  you  produce  as 
much  and  as  well  as  you  possibly  could,  at  your 
job  today?  That's  the  way  to  keep  down  costs  and 
prices. 

"They  ou^ht  to  do  something;  about  these 
awful  taxes*'.  But  taxes  are  made  necessary,  to 
pay  for  things.  Have  you  demanded  something 
from  your  Government  (farm  subsidy,  more  vet- 
I  eran  payments,  extra  services,  bigger  pensions) 
;  instead  of  telling  your  Government  what  you  can 
do  without? 

'*Those  people  ought  to  he  in  jail".  But  those 


people  are  citizens,  too.  Have  you  ever  got  to 
know  some  of  them  and  tried  to  help  them  — 
with  jobs  if  you  run  a  company  or  even  if  you 
have  a  lawn  to  cut?  Have  you  ever  worked  with 
them  in  a  neighborhood  work  project;  or  told 
your  City  Council  what  you  know  to  be  illegal 
sub-standard  housing;  or  volunteered  for  hos- 
pital or  Red  Cross  work? 

"Those  nnspeakahle  hippies!"  But  every 
hippie  had  parents;  are  you  absolutely  sure  your 
children  are  always  respectable  and  respectful, 
are  careful  of  other  people's  property,  honor 
their  country,  and  are  always  law-abiding?  (Did 
you  ever  get  a  ticket  fixed  or  run  a  red  light?) 

Everything  wrong  is  somebody's  fault.  If  each 
of  us  makes  sure  it  isn't  his,  there'd  be  a  lot  less 
of  it. 


Trees  are  delimhed,  debarked  and 
cut  into  8  foot  lengths  hy  the 
Arbomatik"  Processor. 


YOU   CAN   PRODUCE   IT  BETTER,   FASTER,   FOR   LESS   WITH  WARNER   &  SWASEY    MACHINE   TOOLS,   TEXTILE   MACHINERY,   CONSTRUCTION    EQUIPMENT 
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Wve  trained  an  army  to  keep  you  in  power. 


An  army  of  boiler  and  power-equip- 
ment inspectors  and  engineers.  700 
strong.  Dedicated  to  keeping  you  in 
power.  And  in  production. 

Sure,  we're  an  insurance  company. 
The  leading  company  specializing 
exclusively  in  power  equipment.  The 
company  that  covers  a  third  of  the 
boiler  and  machinery  market  in  the 
country.  But  that's  not  the  half  of  it. 


Primarily  we  inspect  for  our  own  pro- 
tection. You  benefit.  Because  we're  in 
business  to  keep  you  in  business.  By 
looking  for  power  problems  before 
they  become  accidents. 

And  that's  what  our  army's  all  about. 

The  Hartford  Steam  Boiler 
Inspection  andlnsurance  Co. 

Hartford,  Connecticut  06102 
To  keep  you  in  power. 


III 

li 

'ii 
II 
II 
II 

w 
It 

Ir 
» 

K 

b 
I' 
li 
H 
» 
M 
0 
Ci 
ffl 
CI 
Cr 
Cl 
tl 
tl 
Cl 
U 

(0 
Cl 
Cl 
Cl 
Ct 
Cl 
B 
Cl 
tl 
Cl 
111 
Ul 
B 
0 


FORBES,    APRIL    1,    1970' 


COMPANY  INDEX 

AIbcrta-Cul««r     72 

Aicaa       _ -...  32 

AiiSiiic   cn.ertriM*  black  Fmiil  ....  bo 

AmUic^n  bn.^uiiuiat ba 

\aerivAn   stanaani 'S^ 

ATAT    rt 

AMK «5 

AiaXed 7*.  W 

Anaconda    - ?• 

Armaur  — .  38 

Atmtujnt   Hiitbtt  _       ftt 

B«ccnam    Stetl        k2 

Bell  &  Hi)»tll  7 

Beihleftem   s>ie«l 7S 

Bdi>«  Laxadt  32 

Brituh   Lcyiand   Hatar* 112 

British    Keiroieom    7J 

Britiih   hail  • 

Caaadian   Int'l   PaMcr  -_— 7S 

CarbNifunui.Bi  Sa 

Ccatral  4  Soulh   Weal  72 

C«*T»    7I» 

i;iMMa«alu  4  Obis 7S 

Ckrytier    32 

Citio    Stnict - 7* 

City    ln.«jiiii«   S2.   bH 

bUneiana  ti«clric  lllaaiiaaliat  76 

CNA   Financial        32 

Caaital  btaics  ba> 72 

Caiaaeil.    Banlier      ..___ 31 

Call    Induiiria         !• 

Canbutlivn    tn|ine<ri«t   311 

Canneciicut  General  . 116 

CREF  90 

Calumbia   Uas        72 

Canviiidaied    Eduaa   7a 

Caniinenial  Oii  7* 

(;ra«n  Cerk  4  Seal 72 

Crucible   sleel         !• 

Delta  Air  Linaa 72 

DtttK  31 

Ucir^il    tdiwa ■  n 

Uieaaid  71 

Dnncy  (Wall I   Preducllaaa 77 

Diitiliers  curp.         .„ 12 

Documcn.alhin     _._ 12 

Du>duane  Ltfltt  7S 

Du   r«ont  ,  90 

Eajl   India  S2 

Eastern   Gas  4   Fual 00 

Eastman  Kodak        77 

Enterprise    Fund         72 

Fedoai    National    Mjrtfafa   -  70 

Federated    Deal.    Stores    60 

Fiat  -.  02 

Fireslona  Tire  4   Rubber       69 

Flyinf   Tiier    Line     0 

Ford  S2.   62.   lU 

Fruenaut  22 

General  American   Transfortation       34 

General    Dynamics     68 

General   Electric  SO 

General    Mills   ..„ 52 


General  Mjlars  - 

General    Steel    

General   Teleptiana 

Glaxo   Group    

Goodrich   (  B  F  I 


.02. 


76.  aj 

04 

77 

02 


Goodyear  Tire  4  Rubbor  (9.  72 

Great    Southwest 32 

Hudson    Bay         92 

Hudson  4  Manhattaa  -  12 


72, 


07 

62 
76 
76 
82 
56 
76 
32 
9S 
31 


IICY 

Imperial   Chemical         

Inland  Steel 

IBM 

Int'l  Distillers  4  Vintners    .. 

Int'l   Minerals  4   Chemicals 

Infl    Paper  

ITT  

Jewel  

Kaulman  fc  Broad  

Kennecott  Coaaer  - 72 

Kresje    (SS.)    60.  72.  76 

Kroger  «,..„.. 95 

Lincoln    Properly   „ _....„._..„  2S 

Linnett  Starlin         0 

Lockheed    Aircralt   ...._ 00 

Loew's  -.„._ ».  32 

Louisville  4  Nashvilla 70 

Marcor  77 

Mates   Fund  _ 72 

McDonnell   Douglas  .„. „ 00 

Merck  4   Co _ 40 

Midland- Ross    _ 70 

Mobil   Oil        _ 56 

Monogram         _ 31 

National  Cash   Refiatar  .- - 77 

National  Lead  ._ _ 70 

National  Steel  _ 70 

Northern   Illinois  Gas     - -„ 42 

Norton  _ OS 

Occidental   Life   Insurance  „ 86 

Owens-Corning   Fiberglai  ,_ 42 

Owens-Illinois  _ 42 

Penn    Central    _ „  32 

Penney  (JO.)  fc  Co _ 60 

Pet  07 

Phelps    Dodga  _ 72 

Philip  Morris  . _ 77 

Pullman 34.  76.  64 

Raybestos    _ _ 76 

REIT     _ 87 

Reynolds  Tobacco  78 

Rohr     34 

Safeway       „ 55 

Sears.    Roebuck  60.  86 

Seatrain         85 

Singer    77 

Smith.   Kline  &  French  77 

Sperry    Rand  72 

Standard  Oil   (N.J.)  56.  72.  76 

Standard  Oil   (Calif.)   76 

Standard  Oil   (Ohio)  73 

Stirling  Homex  26 

Swift  4  Co 38.  56 

Tenneco  - 85 

Timkcn « 76 

Todd  Shipyards 85 

Transamerica     86 

Transamerica  Capital    Fund  86 

Union   America  86 

Union  Camp  16 

Union   Carbide  90 


Forbes  contents 

APRIL   1,    1970,   VOLUME   105,    NUMBER   7 


F£A  TURES 

19     THE   NARCOTICS  TRADE 

As  a  business,  its  got  everything— growth,  profitability,  glamour. 

22  FRUEHAUF 

If  truck  trailers  are  so  hot,  why  is  Bill  Grace  (jiversifying? 

23  WALL  STREET 

SEC  Chairman  Budge  doesn't  agree  with  Wail  Street  about  commissions. 

24  THE   HOUSING  CRISIS 

The  single-family  dwelling  isn't  the  answer  to  the  housing  problem. 

34      PULLMAN   INC. 

You  don't  have  to  be  go-go  to  be  good,  says  Pullman's  Irving  Osborne. 

38      DELTEC    INTERNATIONAL 

President  Clarence  Dauphinot  is  too  interested  in  making  money. 

40     AN    INTERVIEW  WITH   SIDNEY  DAVIDSON 

This  academic  accountant  has  his  own  ideas  about  annual  reports. 

52      PILLSBURY 

The  name  of  the  game  is  still  General  Mills. 

55  UNIT   PRICING 

Retailers  may  scream,  but  to  politicians  it  looks  like  political  paydirt. 

56  SWIFT 

Doesn't  it  have  trouble  enough  without  expanding  into  fertilizers? 

60      KRESGE 

The  days  of  its  supergrowth  are  probably  over.  But  is  that  bad? 

72     THE   MONEY   MEN 

John  Neff  didn't  spend  all  those  years  in  bank  trust  departments  for  nothing. 

86     THE   FUNDS 

Now  Sears  and  Connecticut  General  have  their  own  funds,  but  very  different  ones. 


FACES  BEHIND  THE  FIGURES 

62      Elliott  M.  Estes 
(General  Motors) 

67     Anthony  M.  Solomon 

(IICY) 

67  Boyd  F.  Schenk 
(Pet  Inc.) 

68  Daniel  J.  Haughton 
(Lockheed  Aircraft) 


68  Jack  L.  Bowers 

(General  Dynamics) 

69  Charles  Eaves 

(Goodyear  Tire) 

£9     Ell  Goldston 

(Eastern  Gas  &  Fuel) 


FINANCE 

75     Market  Comment 
L.  0.  Hooper 

77  Stock  Analysis 

Heinz  H.  Biel 

78  Technician's  Perspective 

John  W.  Schuiz 


82  Overseas  Commentary 

George  J.  Henry 

83  Market  Outlook 

Sidney  B.  Lurie 

84  Stock  Trends 

Myron  Simons 


REGULAR  DEPARTMENTS 

7  Sidelines 

8  Trends  &  Tangents 
10     Readers  Say 


15     Fact  and  Comment 

75     Forbes  Index 

92     Thoughts  on  the  Business  of  Life 


PHOTO  AND  ART  CREDITS:  Wide  World  Photos,  page  19;  Columbia  Pictures,  page 
20  bottom;  Jim  Flanigan,  page  23:  Ed  Wergeles,  page  24;  Dan  t\/1cCoy/Black  Star, 
page  26  top;  Fred  Ward/Black  Star,  page  34;  Arthur  Shay,  page  40  top  right; 
Central  Studios,  page  55;  Financial  Times,  page  67  top;  Robert  M.  Teeple/Phila- 
delphia  Inquirer,  page  72;  Charts  by  Pete  Di  George,  pages  21,  32. 


COVER  PHOTO:  Clayton  J.  Price 


FORBES  is  published  twice  monthly  by  Forbes  Inc.,  60  Fifth  Ave.,  New  York.  N.Y. 
10011.  Second-class  postage  paid  at  Post  Office  New  York,  and  at  additional 
mailing  offices.   Subscription  $9.50  one  year  U.S.A.  Copyrght  ©   1970  Forbes  Inc. 


Uniroyal   69 

U.S.  Steel  76 

Universal  Oil   Products  88 

Volkswagen    62 


Wachovia    86 

Wellington    Group    72 

West  Point  Pepperell  76 

Westinghouse  32 


White  Consolidated  85 

Windsor    Fund   72 

Zapata  Nornets „ 12 

Zayre  76 


FORBES.  APRIL   1.    1970 


ho  started  the 


*^  -  -iff*-^  ^^ 


-  t 


Joe  Saundei-s  started  the  automotive 
leasing  industry  back  in  1916.  You  see, 
his  MoHne  Dreadnaught  broke  down,  and 
he  Ixinvwed  a  "T"  Model  from  a  friend. 
paying  by  the  mile.  That  put  the  idea  in 
his  head. 

Now  the  Saunders  Leasing  S>stem  is 
the  only  major  company  in  the  industry 
tot;\lly  devoted  to  the  leasing  and  renting 
of  tiiioks.  Saundei-s'  efforts  are  not 
diluted  by  entry  into  less  familiar  areas. 
We'i-e  truck  leasing  specialists. 


Ivnowledge  and  experience  amassed 
over  the  past  54  yeai-s  give  us  a  whopping 
lead. 

For  instance,  Saundei^  has  compiled 
the  most  comprehensive  operational  cost 
data  in  the  entire  industry.  That  means 
your  lease  is  scientifically  figm-ed  on 
facts  to  give  vou  the  most  realistic  and 


equitable  rate. 

Experts  engineer  your  vehicles  for 
maximum  efficiency  and  economy.  And 
Saundei^"  capability  in  the  held  of  special 
equipment  and  special  design  brings  you 
lots  of  spet'ial  benefits. 

Maintenance?  We  could  go  on  for 
houi'salxxit  that. 

Our  training  progTams  have 
produced  a  staft"  of  expert  mechanics 
who  can  show  othei-s  what  it's  all  about. 
Maintenance  facilities  incorporate  the 
most  modern  layout  and  s;ifety  devices. 
Equipment  is  the  latest,  the  finest.  .\nd 
we  ha\e  more  of  it.  The  maintenance 
program  is  the  most  precise  and  intensive 
in  the  industry.  It  heads  off  trouble. 

In  the  matter  of  safety,  we  give  it 
the  works.  From  driver  records  to  road 
tests,  physical  checks,  accident  analysis, 
to  truck  inspeetion,  compliance  with 
safety  regulations.  And  more.  It  pays. 
Our  customei-s*  accident  frequency  ratio 
is  the  lowest.  That  saves  our  customers 
in  insurance  premiums,  driver  injuries 
cmd  downtime. 

Saunders  has  a  long  story  of  gi-owth 
and  success.  You  can  get  the  rest  of  it 
with  a  phone  call  or  a  note  to  Saunders 
Leasing  System,  201  Office  Paik  Drive. 
Birmingham.  Alabama  35223. 

Chances  are  you'll  get  a  better  lease 
from  Saunders. 

After  all.  we  started  the  industiy. 
Xaturallv  we  know  more  about  it. 


Saunders  Leasing  ^tem 

c\i..  S. 0-633- DcKxi  t're« 


Our  Business  is  Leasing  and  Renting  Trucks.  And  we've  been  doing  it  for  54  years 
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Side  Lines 


"/  Got  It  Right  Here  on  Tape!" 

"Don't  turn  that  thing  on  yet,"  a  wary  chief  executive  told  a  Fobbes  re- 
porter recently,  eyeing  his  Sony  tape  recorder  as  if  it  were  a  coiled  cobra. 
"Let's  just  chat  for  a  moment."  Somewhat  chagrined,  our  man  had  to  bor- 
row a  steno  pad  from  a  secretary  in  order  to  proceed  with  the  interview. 

It's  one  of  the  new  occupational  hazards  we've  faced  since  we  started 
using  tape  recorders  on  a  large  scale  maybe  three  years  ago.  It's  not  that 
we've  grown  too  lazy  to  take  our  own  notes.  To  most  Forbes  men, 
tape  recorders  are  a  tool  of  the  trade  as  invaluable  as  the  telephone  and 
the  typewriter.  They  give  a  man  time  to  listen  carefully  to  everything 
that  was  said,  several 
times  over  if  need  be, 
to  be  sure  that  he  un- 
derstands exactly  what 
was  said.  And  general- 
ly that  means  better 
stories  and  more  accu- 
rate reporting. 

Still,    tape    recorders 
do    have    their    limita- 
tions. Every  now  and  then  you  run  into  a  company  head  like  Mel  All- 
dredge  of  A&P  or  even  Pete  Peterson  of  V>e\\  &  Howell    (whose  com- 
pany  sells    the    machines),    who    grow   skittish    at    the    mere   sight   of 
tape  recorders. 

What  do  you  do  then?  Generally,  the  man's  initial  reluctance  quickly 
fades  and,  once  he  gets  going,  he  even  forgets  that  the  recorder  is  there. 
Hut  Special  Reports  Editor  Ken  Schwartz  says  there  are  times  when  he 
wouldn't  dream  of  iisiug  a  tape  recorder.  "When  you're  talking  to  a 
man  like  Dr.  Edwin  Land  of  Polaroid,"  he  says,  "the  big  thing  is  just 
to  get  in  the  room.  Vou  don't  want  to  scare  him  off  with  a  tape  recorder. 
Or  when  you're  talking  to  a  man  off  the  record  en  a  touchy  topic  like 
stock  manipulation,  a  tape  recorder  is  impossible." 

Executive  Editor  Dero  Saunders  agrees:  "Reporting  in  its  highest  art 
consists  of  getting  to  a  man  who  doesn't  want  to  see  you,  getting  him 
to  talk  about  a  subject  he  doesn't  want  to  talk  about— and  to  say  things 
about  that  subject  that  he  doesn't  want  to  .say.  So  the  object  is  to  make 
him  forget  he's  being  interviewed.  The  obvious  presence  of  a  tape  re- 
corder inhibits  that.  And  not  only  that,  but  it  takes  three  hours  to 
transcribe  an  hour  of  taped  interview."  Still,  even  Saunders  concedes 
that  tape  recorders  are  great  when  you're  in  France  interviewing  a 
man  like  Jean-Jacques  Servan-Schreiber.  "You  can  get  it  all  on  tape  and 
then  go  on  about  your  vacation,"  he  says. 

Tape  recorders  also  have  a  way  of  magnifying  background  noises  at  un- 
fortunate moments.  "I  remember  taping  a  breakfast  interview  with  Harry 
Knight  of  Knight  &  Gladieux,"  says  A.ssociate  Editor  Tom  Stevenson,  "and 
all  you  could  hear  for  about  five  minutes  was  Mr.  Knight  stirring  his 
soft-boiled  egg!"  Water  being  poured  into  a  goblet  also  produces  an  in- 
teresting Niagara  Falls  effect  on  occasion. 

Other  dangerous  background  noises:  certain  makes  of  airconditioners, 
fists  being  slammed  on  the  table  for  emphasis,  fingers  tapping,  a  mi- 
crophone placed  on  the  machine  itself  (it  picks  up  the  motor).  One  re- 
searcher swears  she  could  hear  her  own  stomach  growfing  on  the  tape 
during  an  interview  that  had  stretched  beyond  her  usual  lunchtime. 

But  for  all  these  problems  and  limitations,  we're  afraid  that  tape  re- 
corders are  here  to  stay  for  Forbes  reporters.  About  the  only  man  on  the 
staff  who  still  refuses  to  use  them  is  Editor  Jim  Michaels.  "I  guess  I'm 
just  old-fashioned,"  he  says.  ■ 


The  Arkansas 

is  just 

another 

lazy  river. 

Right?  Wrong. 


The  $1.3  billion  Arkansas 

River  Development  Project 

has  given  this  once 

sluggish  waterway  new 

energy.  Today,  a  complex 

system  of  17  navigation 

locks  and  dams  lifts 

and  lowers  barge  tows 

laden  with  tons  of  cargo 

and  sends  them  down 

the  Mississippi  River  to  New 

Orleans  and  the  world. 

This  is  just  one  dramatic 

example  of  the  kind  of 

progress  that's  going  up 

and  down  the  changing 

Middle  South  area  of 

Arkansas,  Louisiana  and 

Mississippi.  Join  us. 

You  can't  go  wrong. 

Write:  Middle  South, 

Box  61000,  New  Orleans, 

La.  70160 


LE    SOUTH 

UTILITIES     SYSTEM 


m 


ARKANSAS  POWER  &  LIGHT  COMPANY 
LOUISIANA  POWER  4  LIGHT  COMPANY 
MISSISSIPPI  POWER  &  LIGHT  COMPANY 
NEW   ORLEANS    PUBLIC    SERVICE    INC. 


Trends 

&  Tangents 


FOREIGN 


Andante  con  Railroad 

British  Rail's  Western  Region  has 
a  new  idea,  aimed  at  the  concert- 
going  public,  for  increasing  off- 
peak  travel.  In  a  joint  venture  with 
the  Ro\'al  Philharmonic  Orchestra, 
concert  goers  from  as  far  away  as 
Oxford  are  offered  a  package  con- 
sisting of  a  round  trip  to  Padding- 
ton  Station,  cab  or  coach  to  Alliert 
Hall  and  tickets  to  the  Royal  Phil- 
harmonic concert,  the  whole  pack- 
age for  up  to  ten  shillings  (SI. 20) 
under  the  regular  price.  Arrange- 
ments can  also  be  made  for  dinner 
in  London  at  selected  restaurants, 
if  desired.  According  to  Humphrey 
Todd,  Western  Region's  London  di- 
\isi()nal  manager,  the  scheme  will, 
if  successful,  be  broadened  to  in- 
clude ballet  and  theater  and  extend- 
ed to  other  regions. 

Office  Tangle 

If  you  think  you  have  made  some 
novel  dispositions  of  your  paper 
clips,  pause  and  consider  the  re- 
sults of  a  recent  survey  conducted 
by  Linnett  Startin,  British  manufac- 
turer of  paper  clips.  Of  100,000 
paper  clips  whose  destinies  were 
studied,  over  19,000  ended  as  chips 
for  card  games;  17,000  were  used 
for  temporary  clothing  repairs; 
14,000  were  mangled  in  the  course 
of  telephone  calls;  nearly  11,000 
were  used  to  clean  teeth  and  fin- 
gernails; more  than  3,000  were  em- 
ployed in  cleaning  pipes;  and  some 
16,000  fell  before  the  cleaner's 
broom.  And,  oh  yes,  20,000  were 
used  to  clip  papers  together. 


BUSINESS 


for  the  High-Flying  Executive 

Business  etiquette  is  a  good  deal 
more  complicated  today  than 
speaking  pleasantly  to  secretaries 
and  rising  w  hen  the  boss  enters  the 
office.  In  her  new  book  Corporate 
Etiquette,  Dr.  Milla  Alihan  warns 
the  rising  \'oung  executi\e  against 
using  the  company  plane  unneces- 
sarily. The  cost  of  the  plane  is  sure 
to  be  charged  against  your  depart- 
mental budget,  she  observes,  and 
e.xcessive  charges  ma\  lead  to  dif- 
ficulties \\ ith  \our  superiors  or  with 


the  company  controller.  And  you 
know  how  difficult  controllers  are 
about  expenses. 

What  Weaker  Sex? 

Latest  bulletins  from  the  labor 
fronts  The  Labor  Department  re- 
ports that  the  number  of  working 
women  increased  by  32f  to  29.2 
million  betsveen  1958  and  1968,  un- 
til they  now  comprise  almost  38%  of 
the  work  force;  Mrs.  Jean  G.  Kes- 
sler,  Coordinator  of  the  College 
Placement  Council's  year-long  study 
of  salary  offers  to  college  women, 
recommends  that  college  women 
choose  such  high-demand  careers  as 
engineering;  and  Emile  Jesse,  ad- 
ministrative assistant  to  the  vice 
president  of  operations  of  the  C&O/ 
B&O  Railroad,  predicted  that  to- 
morrow's railroad  executive  will 
come  in  large  measure  from  the 
ranks  of  women.  Remember  those 
faraway  days  when  it  used  to  be 
said  that  a  woman's  place  .  .  . 

Oh,  Well,  Magazines  Are  Nice 

In  1968  Flying  Tiger  Line  lost 
•S6.6  million,  or  SI.  16  a  share.  As 
a  last  resort  it  committed  $200  mil- 
lion for  17  Super  DC-8  jets  to  re- 
place its  outmoded  propeller  fleet. 
"If  we  don't  make  it  this  time," 
{Continued  on  page  88) 

CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  knovif  a 
month  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
ttiis  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  D  1  year  $9.50,  D  2 
years  $15,  D  3  years  $19.  Pan-Amer- 
ican and  foreign  orders,  please  add 
$4  a  year.  Payment  should  be  sent 
w/ith  all  orders  from  outside  the  U.S.A. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name  (please  print) 


New  Address: 


City 


State . 


Zip 


F-4826 
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THE  MOST  POWERFUL 

SALES  INCENTIVE 
EVER  DEVISED  BY  MAN: 


WOMAN. 


! 


One  thing  women  love  with  a  pas- 
sion is  S&H  Green  Stamps.  Nearly  56% 
of  American  housewives  save  them.  And 
when  a  wife  wants  stamps,  her  husband 
does  what  it  takes  to  get  them :  he  works 
harder,  earns  more,  sells  more.  That's 
the  secret  behind  the  success  of  S&H 
Green  Stamp  Sales  Incentive  Plans  at  so 
many  companies. 

A  national  mutual  fund  sales  or- 
ganization, for  example,  doubled  its  busi- 
ness each  year  for  5  years  with  S&H  in- 
centives. Another  company  added  S2  mil- 
lion in  sales.  An  industrial  manufacturer 
increased  his  sales  22%. 

Another  unique  advantage  of 
S&H  mcentives  is  that  a  wife  can  add  her 


g 


husband's  stamps  awards  to  the  stamp 
books  she's  saved  on  her  own,  and  so  ac- 
cumulate gifts  faster. 

Once  she's  collected  her  stamps, 
there's  no  waiting  for  gifts.  A  family  can 
pick  up  its  gifts  at  any  of  the  over  800 
S&H  Redemption  Centers  throughout 
the  country.  For  S&H  is  the  only  nation- 
wide stamp  plan. 

We're  also  the  largest  and  oldest 
motivation  company  in  business.  We  pro- 
vide not  only  sales  incentives,  but  incen- 
tives for  safety,  attendance,  quality  con- 
trol, job  performance— everything.  With 
our  speed  and  versatility  we  can  handle 
any  incentive  assignment  —  including 
yours. 


S&H  I.\CENTI\ES-\\E  SELL^OLR  .MEN  ON  SELLING. 


FREE  OFFER 

If  you're  responsible  for  incentives  in  your 
company,  mail  m  this  coupon  for  information 
on  S&H  incentive  programs  and  for  your  free 
S&H  Incentive  Award  Catalog.  It's  filled  with 
thousands  of  desirable  S&H  prize  awards. 

Incentive  Division,  Dept.  FB-20 

The  Sperry  and  Hutchinson  Company, 

330  .Madison  Ave.,  New  York,  .N.Y.  10017 


.Name- 


Title- 


Company 

Company  address 

City State- 


-Zip- 
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TRY  SOMETHING  BETTER. 


There  is  only  one  J&B  Rare 
Scotch.  And  only  one  reason  for 
drinking  it.  The  delightful  rare 
taste  you  pour  every  time  from 
every  bottle.  Isn't  something  like 
that  worth  a  few  cents  more? 


n 


Rare  Scotch 

From  the  house  of 
Justerini  &  Brooks,  founded  1749. 


86  Proof  Blended  Scotch  Whisky.  The  Paddington  Corp.,  N.Y.  10020 


READERS  SAY 


On  the  Nose? 

Sir:  The  bond  market,  as  you  proh- 
abVy  know,  has  had  a  very  sharp  rise 
since  Feb.  5,  when  >ou  interviewed  me 
for  your  Fell.  15  article  {Money  Men). 
It  woiild  seem  that  a  great  many  peojile 
needed  a  little  nudging  to  take  action  to 
buy  bonds.  It  is  s\ich  timeliness  in  know- 
ing when  to  supply  your  readers  with 
the  proper  stimulation  that  keeps  F'ohhes 
in  the  forefront  of  business  magazines. 

—Joseph  S.  Nve 

Joseph  S.  Nye  &  Co. 

Madison,  N.J. 

Crucible  Turnaround 

Sm:  Just  a  minor  complaint  on  clioice 
of  words  in  your  article  on  the  steel  in- 
dustry (Forbes,  Feb.  15):  "...  everxone 
told  him  it  was  impossible  to  turn  a  steel 
company  around.  He  ne\er  found  out, 
because  Crucible  was  taken  over  by  Colt 
Industries,  and  he  departed.  .  .  ." 

This  is  how  it  was:  When  I  became 
president  the  stock  was  selling  at  $22, 
there  was  a  stockholder's  suit  and  a 
proxy  fight  going  on.  In  six  months,  with 
sharp  earnings  improvement,  the  proxy 
fight  and  lawsuit  were  dropped.  .\  year 
later,  with  earnings  up  50?  over  1967,  we 
sold  out  to  Colt  Industries  at  S49.  Not  a 
bad  turnaround,  even  if  incomplete. 

—John  C.  Loub 

Vice  President, 

Donaldson,  Lufkin  &  Jenretle,  Inc. 

New  York,  N.Y. 

The  End  of  the  Small  Entrepreneur? 

Sir:  Your  article  on  computer  soft- 
ware companies  in  the  Feb.  15  issue 
missed  the  point  of  the  net  consequences 
of  what  is  happening  in  that  industry. 
The  500  largest  corporations  are  entering 
the  software  and  data  services  industry 
by  spin-out,  acquisition,  or  what  have 
you.  These  large  corporations  have  built 
up  good  technical  staflfs  and  expertise  in 
the  utilization  of  computer  technology.  In 
many  cases  they  have  been  creating  their 
own  software  for  internal  jiurposes.  This 
technical  capability,  coupled  with  the 
huge  resources  that  they  can  bring  to 
bear,  will  not  only  profoundly  afl^ect  the 
structure  of  the  existing  .software  indus- 
try, but  also,  hopefully,  lend  itself  to  the 
undertaking  of  larger  scale  problems  and 
solutions  than  we  ha\e  seen  to  date. 
They  will  undoubtedly  do  more  to  hasten 
the  demise  of  the  small  entrepreneurial 
software  company  than  an>  thing  else  dur- 
ing 1970  and  1971.  It  should  he  of  major 
concern  to  an>one  in  the  software  mar- 
ketplace, either  as  a  buyer  or  seller. 

— L.A.  W'elke 

President, 

International  Computer  Programs,  Inc. 

Indianapolis.  Irid. 

Sir:  With  reference  to  the  article  on 
software  companies,  please  let  me  set 
the  record  straight.  Documentation  Incor- 
porated was  no\er  in  trouble  financially. 
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Ceypunches  are  here  to  stay. 


Punch  card  input  is  wasting 

e  tinne  of  today's  connputers. 

^mputers  capable  of  processing 

er  500,000  characters  of  informa- 

n  every  second. 

Card-handling  is  wasting 
)erator  time. 

We  solved  these  problenns 
th  the  KeyProcessIng  System.  It 
minates  cards  and  card-handling 


forever.  And  is  for  superior  to  key- 
to-tape  systems. 

This  totally  new  concept  in 
data  processing,  a  computer-con- 
trolled keyboard  input  system,  isn't 
just  a  gleam  in  an  engineer's  eye. 
Our  systems  have  been  out  in  the 
field  and  working  for  almost  a  year. 
Former  keypunch  and  key-to-tape 
users  are  getting  a  lot  more  produc- 


tivity for  the  same  money.  Or  the 
same  productivity  for  a  lot  less 
money. 

And  they  all  feel  the  same 
way:  the  KeyProcessing  System  is 
here  to  stay. 


■"11  ■■ 


Computer  Machinery  Corporation 


3  i  Barrington  Avenue,  Los  Angeles,  California  90064  •  New  York  •  Vv'ashington  •  Chicago  •  Detroit  •  Dallas  •  San  Francisco  •  London  •  Paris 


¥e!l  Report 

by  Clark  Daugherty,  President 

ROCKWELL  MANUFACTURING  COMPANY 


Most  business  trips  abroad  a  few  years  ago  were  made  by  top  executives.  Setting 
up  businesses,  entering  into  partnerships  and  other  start-up  activities  required 
policy  decisions  and  agreement  at  the  highest  levels. 

We  started  our  international  business  the  same  way,  but  in  the  last  few  years, 
we've  found  it  also  makes  sense  to  send  "opposite  numbers."  In  other  words,  if 
one  of  our  facilities  abroad  has  an  engineering  problem,  we  send  engineers  to 
help  solve  it;  an  accounting  problem  gets  accountant  attention,  and  our  domes- 
tic marketing  people  are  getting  to  know  their  counterparts  abroad  on  a  first 
name  basis. 

One  other  lesson  we've  learned  is  to  insist  that  our  people  allow  more  time 
abroad  than  they  may  think  necessary.  This  goes  beyond  the  difficulties  of  travel: 
experience  has  taught  us  the  need  to  provide  "reflection  time"  for  both  the 
visitor  and  the  visited.  Sometimes  agreements  reached  the  first  day  turn  out  to 
be  less  practical  when  thoroughly  examined  the  next  morning.  Sometimes  third 
parties  can  be  brought  in  and  add  material  benefits  to  the  discussion.  Clear  com- 
munication is  a  business  asset.  When  language  differences  and  local  practice  are 
involved,  clear  communication  becomes  a  business  necessity.  But  if  the  visitor 
from  the  U.  S.  has  rushed  back  home,  the  whole  purpose  —  and  cost  —  of  the 
trip  could  be  lost. 

New  face.  Next  time  you're  taking  a 
cab,  look  and  see  if  the  familiar 
Rockwell  meter  has  a  bright  new  face 
with  easy  to  read  numerals.  If  it  does, 
you're  sharing  the  ride  with  our  revo- 
lutionary solid  state  taximeter.  It  has 
a  completely  transistorized  clock  unit 
that  meters  fares  with  accurate,  split- 
second  timing.  And  the  unit  is  so  de- 
pendable, we've  guaranteed  it  for  a 
full  five  years. 


Versatile  vendor.  A  Rockwell  valve 
salesman  recently  made  a  call  on  an 
oil  company  where  he  talked  to  a 
six-man  "buying  team"  from  the  pur- 
chasing, maintenance  and  engineering 
departments.  During  the  call  he  was 
able  to  present  the  merits  of  seven 
of  our  valve  product  lines:  Rockwell 
Edward  valves  for  an  ultra-cracker, 
Nordstroms  for  an  ammonia  unit, 
Permaseals  for  a  sulphuric  by-product 
waste  system,  Elastoseal  and  butter- 
fly valves  for  crude  transfer  lines, 
Mudwonder  mudline  valves  and 
Rockwell-McEvoy  wellhead  equip- 
ment for  a  subsurface  disposal  system. 
We  suspect  that  the  time  savings  of 
this  kind  of  full-line  vs.  short-line  sell- 
ing are  as  significant  to  our  customers 
as  they  are  to  us. 


For  the  man  who's  had   nothing. 

Women  have  gotten  their  share  of 
push-button  appliances:  Now,  our 
new  UltraDrill  gives  the  men  a  turn. 
An  exclusive  speed  selector  lets  you 
pre-set  the  drill  for  the  maximum 
speed  to  suit  the  material.  Of  course, 
you  can  also  maintain  trigger  finger 
^^ontrol  of  speed  up  to  the  pre-set 
maximums,  either  forward  or  reverse. 
it's  double-insulated  for  safety,  has 
an  unbreakable  housing,  and  makes 

g,  screwdr;v/ng,  sanding  and 

/'"'  p^>ier  than  ever. 


nis  If  one  o' 


informal  reports  on  Rockwell  Manufacturing  Company,  Pittsburgh,  Pa.,  makers  of 
•'  -    inbt.'uments,  and  power  tools  for  28  basic  markets. 


Dr^  Rockwell 

MANUFACTURING  COMPANY 
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It  made  profit  in  every  one  of  its  14 
years  of  existence.  Documentation  Inc. 
was  wooed  by  many.  It  was  won  by  Saul 
Steinberg  on  the  merit  of  his  offer.  The 
opportunity  afforded  its  stockholders  to 
profit  by  the  sale  to  Leasco  was  rare.  If 
this  }S  trouble,  I  would  like  to  have 
some  more  of  it. 

—Eugene  Miller 
Bethesda,  Md. 

For  the  Record 

Sir:  In  connection  with  the  article  on 
page  54  of  your  Mar.  1  issue,  I  would 
like  to  call  your  attention  to  the  follow- 
ing facts: 

I  was  not  appointed  to  the  position  of 
president  of  Hudson  &  Manhattan  by 
the  federal  court;  I  was  elected  by  the 
directors  in  1963. 

I  have  complete  responsibility  for  the 
investments,  which  in  1969  produced 
approximately  $4  million  in  income. 

With  respect  to  the  offer  by  Zapata 
Norness,  I  expressed  no  opinion  as  to  its 
merits,  except  that  it  was  being  consid- 
ered by  the  executive  committee.  In  the 
final  analysis  it  will  be  up  to  the  stock- 
holders to  determine  whether  or  not  a 
merger  or  liquidation,  or  perhaps  a  com- 
bination of  both,  with  a  substantial  liqui- 
dation of  Hudson  &  Manhattan  is  the 
best  course. 

— WiLLi.AM  T.  Margetts  Jr. 

President, 

Hudson  &  Manhattan  Corp. 

New  York,  N.Y. 

There's  Only  One 

Sm:  You  comment  in  your  editorial 
"Nixon  the  Communicator"  (  Forbes.  Feh. 
15):  ".  .  .  Mr.  Nixon  has  developed  a  dis- 
trust of  the  press  unmatched  by  any 
President  since  LBJ."  As  Mr.  Nixon  is  the 
only  President  since  Lyndon  Johnson,  I 
have  considerable  difficulty  figuring  out 
your  meaning. 

—Robert  H.  Tullis  Jr. 
Westfield,  N.J. 

Sir:  Would  you  please  list  all  our 
Presidents  since  LBJ? 

—Richard  Epperson 
San  Diego,  Calif. 

It's  ironic  how  often  irony  escapes 
some  readers— MSF. 

An  Overlooked  Stock  Dividend 

Sra:  In  your  Jan.  1  issue,  page  72,  you 
have  a  table  which  purportedly  ranks 
companies  in  accordance  with  the  price 
increase  in  their  common  stock  over  the 
past  five  years.  You  .show  Honeywell 
with  a  19%  gain.  This  calculation  is  gross- 
ly in  error. 

—John  W.  Morrison 

Vice  President  and  Treasurer, 

Honeywell,  Inc. 

Minneapolis,  Minn! 

A  100%  stock  dividend  was  overlooked. 
The    correct    figure    is    139.5%,    placing 
Honeywell  S9th  on  the  list— Ed. 
(Continued on  p.  90) 
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)on't  waste  a  minute,  because  we  won't.  Call  your  local  Berman 
erminal.  (Check  your  local  Yellow  Pages  for  the  one  near  you).  Tell 
IS  what  you  need  and  where  you  want  them.  One  unit  or  a  fleet, 
"rucks,  tractors  or  trailers.  Over  1,300  brand-new  70  Fords  and  other 
ine  makes.  All  fully  serviced  and  ready  to  roll.  Available  on  daily 
entals  or  short  term  leases  to  meet  sudden  crises,  peak  periods  and 
easonal  demands.  (Custom  leases  and  rental  plans  tailored  to  your 
equirements).  That's  our  INSTANT  FLEET  service.  One  emergency 
Toves  its  worth.  (Over  10,000  vehicles  now  in  service.) 


mEM 


BERMAN 


DIVISION    OF   BERMEC    CORPORATION 
XECUTIVE  OFFICES:  40  Bennett  Road,  Englewood,  N.J.  07631.  Tel.:  (201)  567-9300.  104  Terminals  and  Branch  Offices.  (See  your  local  Yellow  Pages). 
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This  new  Swiss  electric  typewriter 
;  for  people  who  think  they  cant  afford 
fa  good  electric  typewriter. 


Most  gcxx^smmc  typewriters  cost  from  $400  to  $600. 
There's  even  one  high-flyer  that  comes  in  at  almost  $800. 

Our  Hermes  10  costs  $295! 
But  don't  get  thinking  it  must  be  a  cut-down,  economized 
version  of  the  expensive  machines.  Not  at  all.  It  was  designed 
from  scratch  by  our  Swiss  engineers  for  the  person  who  wants 
the  electric  functions— but  not  the  frills.  One  who,  for 
example,  doesn't  have  much  use  for  a  removable  platen.  And 
doesn't  want  to  pay  for  what  he  won't  use. 

Here's  what  our  10  does  have 

All  the  basic  keys.  (The  4  most  useful  keys  repeat 
automatically  and  so  does  the  space-bar.)  An  unusually 
smooth  touch:  as  one  girl  said  "it  doesn't  bite!'  The  ability  to 
make  10  readable  carbonis  and  all  the  stenciling  and  tabulating 
gismos,  just  like  the  expensive  machines.  It  even  has  the 
Hermes  Flying  Red  Margir«,  that  show  you  where  your 
margins  are  at  all  times.  And,  like  all  things  engineered  in 
Switzerland,  it's  built  to  last. 

Here's  what  our  10  doesn't  have 

It  doesn't  have  spare  keys  for  specialized  symbols.  It  doesn't 
have  optional  carriage  lengths:  just  the  basic  13",  which  is 
wide  enough  to  take  legal  sideways,  but  not  more.  It  doesn't 
have  a  removable  platen.  (That's  the  roller  the  paper  goes 
round.)  Also,  it's  not  so  big  and  heav^  -ciJy  25  lbs.  compared 
to  the  usual  50  lbs.  (Although  many  people  consider  that  a 
neat  advantage!) 

So  it  just  depends  on  what  you  need.  If  that's  a  sturdy, 
reliable  machine,  handsoiiie,  able  to  do  the  basic  things  well. . . 
then  $295  is  all  you  have  to  pay 

And  you'd  electrify  vour  secrerat  v ' 


This  new  Swiss  electric  typewriter^ 

could  get —when  you  discover  you  can  afford  two  of  ours  for 

the  price  of  one  of  the  others. 

And  you'd  electrify  your  typing  pool! 

If  you  only  want  to  buy  a  typewriter  once,  buy  a  Hermes. 


HERMES 


Paillard  Incorfxiratcd 

1900  Lower  Road,  Linden,  N  J  07036, 

Other  products;  Bolex  movie  equipment. 

Hasselblad  cameras  and  accessories. 


FORBES,   APRIL   1,    1970  J 


'With  all  thy  getting  get  understanding" 


Fact  and  Comment 


GETS  BETTER  AND  BETTER 

For  a  long  time  a  lot  of  people  have  poo-pooed  Sec- 
retary of  State  William  P.  Rogers. 

Wouldn't  you  agree  that  the  more  one  hears  from  him 
and  about  him  the  more  one  admires  him? 


It's  gradually  becoming  more  apparent  to  the  rest  of  us 
what  was  apparently  apparent  to  the  President  for  a  good 
many  years— that  Secretary  Rogers  brings  a  bit  of  wamrith 
and  a  lot  of  brains  to  bear  on  matters  that  matter. 


DEPOLLLTION  JOINS   MOTHERHOOD  AND   SIN 


Antipollutionism  is  now  as  rampant  in  the  land  as  pollu- 
tion itself. 

•  Fighting  fouling  the  environment  is  a  hotter  Campus 
Cause  nowadays  than  Vietnam,  Chicago,  college  presidents 
and  in  loco  parentis. 

•  Citizens  write  letters  about  sewerage  emptying  into 
rivers  and  sue  to  get  results. 

•  Many  states  and  communities  turn  down  new  indus- 
tries unless  they  can  prove  they're  clean. 

•  A  national  and  international  network  of  pollution  mon- 
itoring stations  are  under  negotiation. 

•  Universities  are  planning  to  grant  degrees  in  ecology. 

•  All  but  the  youngest  hot-rodders  are  willing  to  give 
Op  some  horses  under  the  car  hood  if  it  means  less  poison 
in  the  air. 

*      »      «      » 

Will  this  massive  outcry  continue  long  enough  to  have 
effective  results?  Will  federal  and  state  laws  be  enacted 
with  effective  enforcement  clauses?  Will  people  be  con- 
cerned long  enough  to  pay  the  bill  through  higher  prices? 
Will  towns  tolerate  lost  jobs  when  it  proves  too  costly  to 
"clean"  obsolete  plants?  Will  sensible  subsidies  be  extend- 
ed to  enable  the  unfairly  overburdened  towns  and  com- 
panies and  small  businesses  to  do  the  necessary  converting 
and  treating? 

I  think  so,  but  it  sure  won't  be  as  easy  as  the  present 
outcry  and  political  oratory  suggest. 


The  answers  to  preserving  a  livable  environment  are 
not  all  simple,  and  some  of  the  nuts  who  are  now  push- 
ing simplistic  cure-alls  won't  help  bring  about  any  last- 
ing solutions. 

*      *      *      * 

But  this  fabulous  war  is  now  and  well  launched.  It  is  in 
some  ways  indisputably  the  most  valuable,  worthwhile 
and  exciting  war  we  in  the  world  have  ever  waged.  It's 
winnable,  too;  but  as  always  with  wars,  there's  a  price. 

But  what  is  required  in  the  way  of  things  and  design 
and  construction  and  knowledge  won't  be  poured  into  ster- 
ile weaponry.  Meeting  the  needs  of  this  war  will  indeed 
involve  new  billions  of  dollars,  as  well  as  the  diversion  of 
other  billions  from  other  programs. 

And  do  you  know  the  real  kicker  in  the  whole  program? 

In  addition  to  being  necessitous  and  good,  the  whole  ef- 
fort to  clean  up  so  we  can  live  is  going  to  be  profitable 
to  those  who  provide  ways  and  means,  systems  and  ce- 
ment and  pipe  and  chemicals  and  just  about  every  other 
thing  you  can  think  of. 

There  is  not  a  thing  wrong  with  Gain,  and  it's  doubly 
exciting  that  it's  for  such  completely  gainful  purposes. 

»      *      ♦      * 
P.S.  Do  you  suppose  everyone  will  get  so  aroused  that 
fewer  of  us  will  continue  throwing  papers,  wrappers,  bottles 
and  cans  onto  city  curbs  and  country  road  sides?  I  sup- 
pose that  would  be  asking  too  much. 
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so  TRUE,   SO  RIGHT 


One  of  the  keenest  minds  still  clicking  in  this  coun- 
try today  belongs  to  George  Kennan,  who  used  to  be 
listened  to  in  high  places  in  Washington  and  who 
still  should  be.  Not  long  ago  this  Princeton-residing 


alumnus  addressed  a  letter  to  the  weekly  magazine 
that  goes  to  all  thikt  venerable  institution's  old  goats. 
I  have  seldom  read  a  better  analysis  of  the  major 
flaw  in  the  drive  and  drives  of  today's  youth: 


In  your  issue  of  Dec.  2,  your 
"campus  correspondent"  ex- 
pressed disappointment  over  the 
fact  that,  although  a  large  num- 
ber of  Princeton  students  went 
to  Washington  on  Nov.  16  to 
demonstrate  against  the  Viet- 
nam war,  the  war  still  was  going 
on.  Our  political  processes  there- 
fore appeared  to  him  as  "less 
and  less  responsive,"  and  he  saw 
a  heightened  urgency  for  find- 
ing more  effective  outlets  for 
dissent. 

What  are  the  implications  of 
this  thesis?  What,  in  particular, 
is  meant  by  the  phrase  "to  make 
the  politicians  listen"?  .  .  .  the 
implication  is  that  politicians 
obstinately  and  reprehensibly 
failed  to  do  what  the  demon- 
strators wanted.  Let  us  suppose 
the  following  week  there  had 
been  a  counterdemonstration  by 
supporters  of  the  war,  and  that 
these  latter  had  been  even  more 
numerous  and  more  exercised. 
Should  the  President  then  have 
done  what  they  wanted? 


Is  there  not,  first,  some  means 
by  which  Princeton  University 
could  bring  home  to  students  the 
fact  that  our  body  politic  was 
established  as  a  republic  in 
which  the  opinions  and  inter- 
ests of  the  citizenry  were  sup- 
posed to  find  expression  not  in  a 
direct  interaction  between  ex- 
cited crowds  and  a  frightened 
chief  executive,  but  rather 
through  representatives  duly 
elected  at  the  polls  and  charged 
with  both  the  authority  and  the 
responsibility  for  making  deci- 
sions in  the  national  interest?  If 
students  find  this  system  of  gov- 
ernment an  unsuitable  one,  let 
them  say  in  what  way  they  think 
it  should  be  modified,  instead  of 
simply  attempting  to  bypass,  or 
to  overrun,  its  constitutional 
processes. 

Secondly,  do  I  not  detect  a 
connection  between  this  childish 
and  petulant  assumption  that  to 
"listen"  to  students  would  auto- 
matically mean  to  do  what  they 
wanted  and  the  studied  and  re- 


peated" omission  of  the  official 
title  and  indeed  even  of  a  decent 
"Mr."  in  the  references  to  the 
President  of  the  United  States 
and  the  President  of  the  Univer- 
sity .  . .?  In  an  older  day,  some 
of  us  were  taught  to  believe 
that  respect  was  due  the  office, 
even  when  one  was  not  in  full 
agreement  with  the  incumbent. 
If  people  of  my  age  regret  that 
this  precept  has  seemingly  been 
forgotten,  they  regret  it  not  .so 
much  from  the  standpoint  of 
Presidents  Nixon  and  Goheen, 
who  will  no  doubt  survive  this 
impudence,  as  from  the  stand- 
point of  the  students  themselves, 
who  will  some  day  have  to  learn 
the  hard  way  that  they  cannot 
safely  dispense  with  the  ameni- 
ties if  they  expect  to  live  in  a 
civilized  context. 

Should  it  be  necessary  for  me 
to  add  that  I  am  and  have  been 
from  the  beginning  a  firm  oppo- 
nent of  the  \'ietnam  war  and 
have  made  my  views  public? 

George  Kennax 


WHAT  A  DIFFERENCE  THE  BOOKMAKERS  MAKE! 


I'm  not  talking  about  the  guy  who  takes  furtive  bets  on 
unwinning  nags. 

This  is  a  bit  about  the  biggest  bookmakers  of  them  all, 
the  guys  who  keep  the  books  of  the  country's  corpora- 
tions. Their  entries  can  result  in  winnings  that  relegate 
Citation's  record  racing  take  to  token  proportions. 

Proposed  changes  in  "commonly  accepted  accounting 
practices"  by  the  accounting  practicers  themselves  have 
company  gobblers  gulping,  gasping. 

F'r  instance.  Time's  account  of  the  planned  change  in 
accounting  practice  singles  out  ITT: 

"The  effect  can  be  judged  from  what  accountants 
estimate  would  have  happened  to  International 


Telephone  &  Telegraph  Corp.  if  the  proposed 
rules  had  been  in  effect  during  the  ten-year  reign 
of  Harold  Geneen.  If  forced  to  use  purchase  ac- 
counting for  all  the  acquisitions  it  treated  as  pool- 
ings, so  the  estimate  goes,  ITT  would  have  put 
$900  million  of  goodwill  on  its  ledgers.  To  write 
oft  that  amount  over  40  years,  the  company- 
would  have  to  deduct  $22..5  million  per  year  from 
its  profits  at  least  until  the  year  2000.  Fortimate- 
ly  for  ITT,  the  proposed  rules  are  not  retroactive." 

ITT's  controller  announced  on  the  front  page  of  the  Wall 
Street  Journal  that  "We  have  no  intention  of  allowing  [the 
Accounting  Principles  Board's  position]  to  stand." 


THERE'S  JUST  NO  WAY 


There's  just  no  way  that  the  conduct  in  court  of  de- 
fendants and  counsel  in  the  Chicago  Seven  case  or  the 
Panther  case  in  New  York  City  can  be  allowed  to  go  on. 
The  uproar  and  outbursts  proved  that  courtroom  decorum 
is  as  essential  to  our  fragile  system  of  justice  as  are 
just  ji)d"es. 


Maybe  New  York's  State  Supreme  Court  Justice  John 
M.  Murtagh  has  the  answer.  Defendants  who  purposely, 
consistently  and  contemptuously  disrupt  trial  procedures 
are  remanded  to  the  jug  until  they  pledge  to  al)ide  by 
courtroom  decorum. 

How  in  an\'  \\  ay,  shape,  or  form,  is  that  unjust? 


-MALCOLM  S.  FORBES, 

Editor-in-Chief 


Give  a  lady 
a  helping  hand. 

Secretaries  have  a  lot  of 
problems.  Filing  cabinets  are  usually 
one  of  them.  They  get  stuffed  full, 
which  means  she  has  to  struggle. 
It's  difficult  to  release  the  files. 
Papers  get  jammed  and  wrinkled 
and  tempers  get  short. 

Pity  the  poor  secretary. 
Give  her  a  GF  Superfiler.® 


Each  drawer  has  four  inches  more 
usable  filing  capacity  than  ordinary 
drawers  because  the  Swing-Front 
opens  out.  This  means  that  all  of  the 
drawer  can  be  filled  with  files,  not  air. 
And  the  Swing-Front  holds  the  papers 
at  a  perfect  angle  so  they  can  be  read 
without  removing  them. 

The  whole  thing  is  designed 
to  save  time,  space,  and  money.  And 
secretaries. 

GF;  First  in  Form  and  Function. 
For  a  much  more  thorough  explanation 
of  GF's  super  Superfiler,  write 
The  General  Fireproofing  Company, 
Youngstown,  Ohio  44501,  or  get  in 
touch  with  your  local  GF  branch  or 
dealer  listed  in  the  Yellow  Pages. 


--.  >^^« 


GF  Business  Equipment 
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Dodo  wasn't 


Hie  only  one  who  hod  a  hm[6  time 
staying  in  business* 

Last  year, 

over  7600  businessmen 

laid  their  last  egg,  too. 


my 


f 


They  needed  some  healthy  ideas. 

But,  like  the  Dodo,  they  couldn't 
find  them  before  their  time  ran  out 
and  their  business  with  it. 

Which  is  too  bad. 

Which  is  why  we  came  up  with 
a  research  and  development  center 
called  CARD. 

We  make  it  our  problem  to  solve 
yours. 

Of  course,  the  most  important 
part  of  any  research  center  is  the 
people  who  do  the  research. 

That's  why  the  men  and  women 
who  work  for  us  are  nationally 
known  for  their  work. 

As  a  matter  of  fact,  there  are  so 
many  master's  and  doctor's  degrees 
around  it  sounds  more  like  a 
university  than  a  company. 

The  problems  wo  solve  come 
from  government. 

And  big  business. 

And  small  manufacluio  s 

For  example,  we  designed  and 
bull  I  'iff  ■support  systems  for  space 
flight. 


y 


We've  worked  out  new  ways 
to  stop  industrial  air  and  water 
pollution.  And  so  it  goes. 

With  every  new  problem,  a  new 
solution. 

Over  the  years,  we've  worked 
with  nearly  every  aspect  of  science 
and  engineering. 

So  if  you  need  new  ideas,  we  can 
help  you  get  them. 

You  can  get  other  things  from  us 
that  you  just  can't  get  from  anyone 
else,  too. 

That's  because  if  you  work  with 
any  one  of  our  divisions,  you  have  all 
the  resources  of  General  American 
Transportation  Corporation  at  your 
fingertips. 

We  can  give  you  advice  on 
transportation  problems. 

We  have  packaging  and  storing 
skills.  And  banking  services,  too. 

Which  brings  us  to  the  end  of 
our  tale. 

But  we'd  like  to  leave  you  with 
one  last  thought. 

The  Dodo  didn't  get  off  the 
ground  because  he  didn't  know 
where  to  go  for  ideas. 

But  now,  you  can't 
use  that  excuse. 

General  American  Transportation  Corporation  Chicago,  lllii 
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Forbes 

There  Are  People  Who  Say, 
''Well,  Business  Is  Business" 

They  say  so  because  this  is  an  industry  where  $350 
worth  of  raw  material  can  be  worth  $500,000  at  retail. 


It's  an  industry  that  runs  to  nearly 
S3  billion  a  year  in  the  U.S.  alone. 
Worldwide?  It's  anybody's  guess. 

It's  a  real  growth  industry,  expand- 
ing in  the  U.S.  at  10?  or  more  year- 
ly. The  U.S.  and  the  Far  East  are  still 
the  largest  markets,  but  they  may  not 
be  for  long;  the  European  market 
is  exploding.  Yet,  nowhere  in  the 
world  does  the  industry  spend  a  dime 
on  advertising. 

Profitable?  Incredibly  so.  Ten  kilos 
(roughly  22  pounds)  of  the  raw  ma- 
terial costs  $350.  Processed  and  pack- 
aged, it  can  bring  in  anywhere  from 
§280,000  to  $500,000,  with  profits  of 
perhaps  15%  to  1,000%  for  everyone 
along  the  line.  Naturally,  there  are 
risks:  Whoever  heard  of  a  high-profit 
industry  without  them? 

Of  course,  all  figures  on  the  indus- 
try are  estimates.  Hard  statistics  are 
impossible  to  come  by.  For  not  only 
is  the  industry  large,  growing  and 
profitable,  it's  also  illegal. 

The  industry  is  the  manufacture 
and  sale  of  heroin. 

Heroin  addiction  is,  of  course,  a 
plague.  It  started  in  the  slums  of  the 
nation's  larger  cities,  but  now  rages 
unchecked  almost  everywhere  in  the 
U.S.,  including  upper-middle-class  sub- 
urbia. It  has  crossed  the  Atlantic  to 
Italy,  to  France,  where  it  was  once  al- 


most unknown,  and  even  to  England, 
which  boasted  for  years  that  it  had 
the  problem  under  control.  It  has  de- 
stroyed the  lives  of  nobody  knows  how 
many  hundreds  of  thou.sands.  It  is 
responsible  for  three  deaths  a  day  in 
New  York  City  alone. 

A  plague,  yes.  But  it's  an  industry, 
too.  Irk  fact,  such  a  plague  would  not 
exist  if  thousands  of  people  were  not 
profiting  from  it. 

One  thing  few  law-abiding  citizens 
understand  is  that  a  criminal  enter- 
prise obeys  the  same  economic  laws  as 
any  other  business,  including  the  law 
of  supply  and  demand.  Like  any  legit- 
imate industry  the  heroin  industry  has 
its  bankers,  its  exporters  and  importers, 
its  manufacturers,  jobbers,  retailers, 
salesmen.  Like  legitimate  businessmen, 
moreover,  the  merchants  of  heroin 
strive  constantly  to  diversify,  and  with 
a  good  deal  of  success.  Heroin  has  fi- 
nanced many  another  enterprise. 

How  They  Figure  It 

Anyone  going  into  a  business  must 
first  analyze  his  market.  In  the  U.S., 
.the  market  for  heroin  consists  of 
about  100,000  men,  women  and  chil- 
dren in  New  York  City  and  100,000 
more  elsewhere.  This  is  a  conservative 
estimate.  Some  experts  put  the  num- 
ber of  heroin  addicts  in  the  U.S.  at 


250,000,  and  some  say  there  could 
be  as  many  as  250,000  users  in  the 
New   York   metropolitan    area    alone. 

The  Justice  Department's  Bureau  of 
Narcotics  and  Dangerous  Drugs  keeps 
a  record  of  known  narcotics  addicts. 
On  Dec.  31,  1968,  the  most  recent 
date  for  which  figures  are  available, 
they  numbered  64,011;  of  these,  over 
60,000  were  heroin  addicts.  Obvious- 
ly, the  vast  majority  of  heroin  addicts 
in  the  U.S.  escape  detection.  A  spokes- 
man for  the  Bureau  of  Narcotics  and 
Dangerous  Drugs  says  it  is  therefore 
not  unreasonable  to  multiply  the  num- 
ber of  known  addicts  by  three  or  four 
to  get  the  total  number  of  addicts. 
This  would  mean  that  on  Dec.  31, 
1968  there  were  somewhere  between 
180,000  and  240,000  heroin  addicts 
in  the  nation. 

Also,  assume  that  the  number  of 
known  addicts  increased  by  more 
than  25,000  in  1969.  That  would  put 
the  total  addict  population  at  some- 
where between  220,000  and  280,000 
on  last  New  Year's  Eve.  Therefore, 
200,000  on  heroin  does  not  seem  an 
unreasonable  figure. 

Let's  accept  the  estimate  of  100,000 
addicts  in  New  York  City.  Heroin  is 
less  expensive  in  New  York  than  in 
many  parts  of  the  U.S.,  and  for  a  sim- 
ple reason:    Most  heroin  enters   the 
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Heroin  "Factory."  In  a  raid, 
police  collected  these  jars 
of  powder,  strainer  and 
other     "cutting"      materials. 


country  by  way  of  New  York  because 
New  York  is  the  biggest  port  of  entry 
for  lK)tli  planes  and  ships.  Accord- 
ing to  Deputy  Chief  Inspector  John  P. 
McCahey,  head  of  the  New  York  City 
Police  Narcotics  Bureau,  the  average 
junkie  in  New  York  spends  $35  a  day 
for  heroin.  Some  addicts  spend  as 
much  as  $100  a  day,  but  teenagers 
just  acquiring  the  habit  may  be  able 


to  get  along  on  as  little  as  $7  to  $15. 

Let's  accept  the  estimate  of  $35  a 
day  on  the  average.  This  means  that 
every  day  in  New  York  City  addicts 
.spend  $3.5  million  for  heroin.  That's 
$1.3  billion  a  year. 

As  heroin  moves  south  and  west, 
it  naturally  l)ec(),mes  more  expensive. 
McC>«hey  estimates  that,  in  the  coun- 
try as  a  whole  outside  New  York, 
the  average  junkie  has  to  spend  $40 
a  day.  That's  $4  million  a  day,  or 
close  to  $1.5  liillion  a  year. 

It  Starts  in  Turkey 

The  heroin  industry,  like  every  oth- 
er, starts  with  a  raw  material,  in  this 
case  a  flower  called  papavcr  somni- 
jcntm,  the  "poppy  of  sleep."  It  can  be 
grown  in  many  parts  of  the  world,  but 
most  of  the  poppies  used  in  making 
heroin  for  the  U.S.  are  grown  in  Tur- 
key. The  main  reason  is  that,  by  in- 
ternational agreement,  growing  the 
flov\er  of  sleep  is  legal  in  Tmkey.  It 
yields  a  brown  gum,  opium,  the  base 
of  codeine  and  morphine,  which  the 
medical  world  needs. 


free  Promotion.  One  of  the  reasons  that  narcotics  consumption  is 
rising  so  rapidly,  particularly  among  the  young,  may  be  the  help  it 
gets  from  the  mass  media.  Case  in  point:  Columbia  Pictures'  7  969 
box-office  smash  Easy  Rider,  which  projects  Peter  Fonda  and  Den- 
nis Hopper  (below)  as  culture  heroes.  Besides  smuggling  heroin  to 
support  his  life  style  in  the  movie,  Fonda  uses  both  marijuana  and  LSD. 


Under  the  international  agreement, 
the  Turkish  government  is  supposed  to 
l)u\'  up  all  the  opium  produced  in  the' 
country.  It  pays  about  $120  for  each 
ten  kilos.  However,  the  men  who 
traffic  in  heroin  pay  as  much  as  $350; 
and  Tuikish  farmers  are  \'ery  poor. 

Despite  the  Turkish  government's 
ellorts  Jo  prevent  it,  .some  7'1  of  the 
Turkish  crop  is  di\erted  to  opium 
brokers  for  the  heroin  industry.  The 
brokers  sell  the  opium  for  $400,  a 
markup  of  nearly  15'/,  to  dealers  in 
Istanbul  or  Aleppo,  Syria,  or  Beirut, 
Lebanon,  getting  it  there  by  such 
bizaire  means  as  having  camels  swal- 
low rubber  bags  stuffed  with  opium. 
A  camel  has  three  stomachs,  and,  for 
that  reason,  takes  a  long  time  to  di- 
gest anything. 

Next  the  raw  opium  is  con\erted 
chemically,  by  a  relatively  simple 
operation,  into  moiphine  base,  a 
brown  powder.  This  reduces  the  ten 
kilos  to  one,  but  makes  that  one  kilo 
worth  between  $700  and  $800.  The 
con\erter  sells  the  morphine  base  to  a 
heroin  laborator\ ,  probably  in  France, 
adding  $50  to  $100  for  the  cost  of 
sliipping.  Apparently  by  tacit  agree- 
ment among  the  men  in  the  heroin  in- 
dustry, the  laboratories  are  run  by 
Corsicans.  There  are  heroin  labora- 
tories in  Lebanon,  the  Far  East  and 
Mexico,  but  U.S.  importers  prefer  the 
heroin  made  in  France. 

Converting  morphine  into  heroin  is 
a  complicated  process,  requiring 
chemical  skill,  some  equipment  and 
several  days'  time.  Three  to  seven 
people  run  each  laboratory,  irsually 
on  a  profit-sharing  basis.  There  are 
profits  aplent\  to  share.  The  kilo  of 
morphine  base  that  cost,  say,  $850, 
including  transportation,  is  worth 
anywhere  from  $3,500  to  $15,000 
when  converted  into  heroin.  (The 
price  fluctuates. ) 

Now  the  U.S.  importer  enters  the 
picture.  He  must  ha\  e  a  bankroll,  not 
only  to  pay  for  the  heroin  but  also  be- 
cause the  cost  of  transporting  heroin 
from  Europe  to  New  York  is  about 
$1,000  a  kilo.  That  is  supposed  to 
co\  er  the  bribes  and  the  risks. 

Sharing  the  Risks 

One  practice  is  for  the  importer  to 
pa\'  50%  in  cash  before  shipment. 
Then,  if  the  heroin  is  seized,  he  and 
the  exporter  will  lose  equally-.  Suppose 
the  importer  buys  100  kilos  at  $5,000  a 
kilo,  plus  $1,000  a  kilo  for  transporta- 
tion. To  put  up  half  that  amount 
would  take  $300,000  cash. 

V'ery  few  people  have  that  nuich 
ready  cash,  which  is  why  the  heroin 
industry  needs  people  to  do  for  it  what 
bankers  do  for  legitimate  business. 
Where  do  narcotics  bankers  get  the 
money?   From    gambling,   loan-shark- 
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ing,    extortion— and    previous    heroin 
r     imports.  Where  else? 

Getting  the  heroin  into  the  U.S. 
takes  a  great  deal  of  ingenuity*.  The 
smugglers  use  circuitous  routes,  trav- 
eling by  land,  sea  and  air.  They  con- 
stantly are  thinking  up  new  ways  to 
hide  the  heroin.  Last  December  Cus- 
toms and  New  York  Cit\'  police  dis- 
covered heroin  hidden  in  the  bottoms 
of  two  five-litre  wine  bottles  under  a 
glass  partition  with  wine  on  top  of  the 
partition.  The  bottoms  were  hidden  by 
raffia  wrapping.  This  particular  ship- 
ment came  from  Santiago,  Chile. 

Once  the  heroin  is  safely  in  the  U.S., 
the  money  really  starts  rolling  in.  Says 
William  Durkin,  New  York  Cit>-  region- 
al director  of  the  Bureau  of  Narcotics 
and  Dangerous  Drugs  and  a  veteran  of 
20  years  in  narcotics  work:  "The  hero- 
in comes  in  851  to  951  pure.  The  im- 
porter sells  it,  still  pure,  to  one,  two, 
three,  five  No.  Two  men  in  ten-  to  20- 
kilo  lots  for  anv^where  from  SI 2,000  to 
S22,000  a  kilo,  depending  on  the  mar- 
ket. The  latest  quotation  is  S12,.500. 
The  No.  Two  men  then  resell  it,  still 


could   be   less.    One   ounce   is   worth 
S600  to  S700  on  today's  market. 

The  mixture  is  packed  in  glassine 
bags,  selling  for  85  each.  How  much 
heroin  in  the  bag  depends  on  the  go- 
ing price  of  pure  heroin— the  higher 
the  price  of  the  pure  stuff,  the  less 
heroin.  At  present,  the  bags  contain 
roughly  100  milligrams  each,  about 
one  three-hundredth  of  an  ounce. 

-  Cosfomer  os  Salesman 

People  w  ho  sell  the  $5  bags  on  the 
street  are  called  "pushers."  Most  are 
themselves  addicts,  who  sell  the  stuff 
in  order  to  make  the  money  to  buy  it. 
To  those  in  narcotics,  this  is  the 
beautiful  part  about  the  industry.  Al- 
most every  customer  is,  in  effect,  a 
salesman.  They  don't  need  Madison 
Avenue.  Addicts  feel  comfortable  only 
among  addicts,  and  therefore  push  to 
get  their  friends  on  dope. 

Given  the  variations  in  the  quantity 
and  quality  of  heroin  a  $5  bag  con- 
tains, estimates  of  how  much  a  kilo  of 
pure  heroin  is  worth  when  cut,  pack- 
aged and  sold  at  retail  vary  all  the 


came  too  great,  they  say,  after  the 
ccmviction  of  La  Cosa  Nostra  boss 
Vito  Genovese  in  1959  for  narcotics 
conspiracy  violation. 

Says  New  York  City's  Deputy  Chief 
Inspector  McCahey:  "La  Cosa  Nostra 
is  probably  not  any  longer  in  the 
mainstream  of  drugs.  For  one  thing, 
those  arrested  and  investigated  now 
are  in  the  Spanish  group,  not  La  Cosa 
Nostra.  No  Italians  have  been  arrested 
in  New  York  City  in  the  past  three 
or  four  years.  For  another,  the  Span- 
ish-speaking group  active  in  heroin 
aren't  being  retaliated  against  by  La 
Cosa  Nostra." 

A  more  convincing  argument  comes 
from  federal  officials,  particularly  in 
the  Bureau  of  Narcotics  and  Danger- 
ous Drugs  and  the  Bureau  of  Customs, 
which  spends  about  75'^  of  its  ener- 
gies fighting  the  narcotics  traffic.  Sure, 
they  say,  The  Mob  no  longer  operates 
on  the  lowest  (and  riskiest)  levels  of 
the  heroin  industry,  but  it  continues 
to  run  the  industry  from  on  high. 

Two  men  who  argue  this  view  are 
Albert    W.    Seeley    and    Edward    T. 
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Heroin,  or  "horse,"  uses  varied  routes  in  Hs  search  for  markefs.  Many,  if  not  all  roads  lead  to  New  York,  the  modern  Rome. 


pure,  in  one-  and  two-kilo  lots  to  may- 
be ten  or  15  No.  Three  men,  just  now 
at  a  price  of  around  $22,000. 

"The  No.  Three  men  have  several 
choices;  They  can  sell  the  stuff  to  No. 
Four  men  in  half-  or  quarter-kilo  lots 
for  828,000  to  829,000.  Or  they  can 
short-weight,  selling,  say,  a  ninth  of  a 
kilo  as  an  eighth.  Or  else,  they  can  di- 
lute the  heroin;  pretend  it's  pure  and 
charge  the  full  price  for  it." 

The  No.  Four  men  are  the  cutters. 
Their  factories  usually  are  one  room  in 
a  slum  apartment,  where  they  employ 
eight  or  ten  people  to  dilute  the 
heroin.  The  preferred  dilutant  is  qui- 
nine, but  they  also  use  Mennite  laxa- 
tive or  milk  sugar  though  they  have 
also  been  known  to  use  roach  powder. 
The  resulting  mixture  is  roughly  14% 
to   15%  heroin.    It  could  be  more;   it 


way  from  $225,000  to  $500,000.  In  a 
time  of  panic,  real  or  contrived,  the 
worth  will  increase  sharply.  This  from 
$350  worth  of  poppy  juice. 

Who  runs  the  industry?  Until  a  few 
years  ago,  this  was  an  easy  question: 
The  .Mob,  the  Mafia,  La  Cosa  Nostra, 
the  organized  gangsters  of  Sicilian  ex- 
traction in  the  U.S.  Now  the  picture 
is  cloudy. 

An  international  consortium  of 
Spanish-speaking  criminals  (Span- 
iards, Cubans,  Puerto  Ricans  and 
South  Americans)  clearly  has  entered 
the  business  of  smuggling  heroin  into 
the  U.S.  and  distributing  it.  And  some 
experts  believe  there  are  now  small 
entrepreneurs  in  the  business. 

Has  La  Cosa  Nostra  quit  the  heroin 
industry?  On  this,  the  experts  disagree. 
Some  argue  that  it  has.  The  risks  be- 


Coyne,  senior  Customs  special  agents. 
When  interviewed,  they  kept  inter- 
rupting and  amplifying  each  other,  so 
they  can  be  quoted  as  one: 

"Narcotics  is  now  organized  world- 
wide mainly  by  three  language  groups 
—Italian,  French  and  Spanish.  Pre- 
viously, there  were  only  the  Italians, 
in  Italy  and  the  U.S.  They  dealt  with 
the  French  Corsicans.  They  permitted 
the  Spanish-speaking  group  to  get 
into  the  business  only  within  the  U.S. 
and  only  after  the  import  stage  and 
only  well  down  the  profit  ladder  be- 
tween wholesaler  and  retailer.  Begin- 
ning in  1963— although  we  didn't  get 
this  information  until  1968— the  Mafia 
gave  permission  to  the  French  Corsi- 
cans to  deal  directly  with  the  Spanish, 
provided  the  Corsicans  gave  it  a  por- 
tion  of    the    profit    they   made   from 
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Spanish  sales.  Nov/  the  Spanish 
: :..,c  these  international  contacts,  play 
importer  and,  within  the  U.S.,  handle 
llieir  own  busines.s  from  the  top  level 
all  the  way  down  to  the  retailer. 

"Meanwhile,  the  Mafia  takes  its 
cut,  yes,  but  makes  still  jnore  from 
its  own  participation.  It  continues  to 
import,  and  in  large  quantities  like 
.50  kilos  and  up,  and  then  handles 
its  own  distribution,  at  least  at  the  top 
level  and  maybe  down  to  the  middle, 
too."  Seeley  and  Coyne  believe  The 
.Mob  directly  controls  more  than  half 
the  heroin  supply  in  the  U.S.;  directly 
and  indirectly,  about  8.5'^.  Only  it 
stays  away  from  the  actual  "retail" 
level.  It  is  the  banker  and  the 
wholesaler. 

Criminal  U.N. 

What  makes  narcotics  agents  be- 
lieve this?  Like  all  detectives,  they 
unco\er    a    clue    and    make    a    judg- 


ment. In  July  1968,  Customs  seized  a 
cache  of  heroin  on  a  TWA  plane  that 
had  just  arrived  at  Dulles  Interna- 
tional Airport  from  Frankfurt,  Ger- 
many. Investigation  disclo.sed  that  it 
had  been  shipped  by  a  kind  of  crimi- 
nal United  Nations,  -  consisting  of 
French-speaking,  Italian-speaking  and 
Spanish-speaking  hoods.  This  gang 
had  been  smuggling  100  kilos  of 
heroin  into  New  York  every  month, 
for  enough  profit  to  deposit  $1  million 
every  month  in  Swiss  banks. 

The  heroin  was  being  smuggled  in 
black  and  brown  cotton  socks,  linked 
like  sausages.  Seele\'  and  Coyne  say 
the  heroin  in  the  brown  socks  was 
for  Italian  customers;  in  the  black 
socks,  for  Spanish-speaking  custom- 
ers. The  route  to  New  York  was  by 
way  of  Washington,  Denver  and  San 
Francisco.  The  delivery  man  to  the 
Italians  in  New  York  was  one  Jean- 
Marc    Montoya,    a    French    national. 


who    is    now    languishing    in    prison. 

Coyne  and  Seeley  say  the  Mafia 
mobsters  were  charged  .$7,500  •  a 
kilo;  the  Spanish-speaking,  $11,000. 
"Whom  do  you  charge  a  lower  price 
for  something?"  Coyne  asks.  "Your 
biggest  and  best  customer,  of  cours'C." 

Coyne  adds:  "As  long  as  there's 
a  Ntafia  organization,  they'll  never 
get  out  of  narcotics.  It's  just  too 
profitable." 

'  In  that  final  sentence,  Coyne  spelled 
out  the  whole  problem  of  heroin  ad- 
diction; For  those  who  use  heroin, 
the  stuff  is  death.  For  those  who 
merchandise  this  death,  it's  money. 
As  the  risks  become  greater,  so  do 
the  profits.  And  there  always  are  those 
willing  to  accept  great  risks  for 
great  profits. 

Think  about  that  next  time  you 
wonder  why  the  governments  ha\en't 
been  more  effective  in  stamping  out 
the  heroin  plague.  ■ 


I 


Fruehaufs  Troubles 


They're  the  good  kind  of  troubles.  Like,  how  do  we  keep  up  with  the 
demand?  Like,  how  big  a  piece  of  the  housing  market  will  we  get? 


William  E.  Grace,  president  and 
chief  executive  officer  of  Detroit's 
Fruehauf  Corp.,  is  a  dynamic,  cheerful 
man,  not  above  belittling  security  ana- 
lysts. "Last  year,  we  had  a  bunch  of 
them  out  here,"  he  recalls.  "They  kept 
saying  it  was  going  to  be  a  tough  year. 
And  it  was.  The  toughest  year  I  ever 
saw  in  my  life— keeping  up  with  the 
orders."  He's  right.  Truck  manufactur- 
ers turned  out  vehicles  in  record 
numbers,  and  Fruehaufs  truck-trailer 
plants  were  on  o\erlime  keeping  up 
with  them.  As  a  result,  Grace's  sales 
jumped  .30?  to  $5.37  million,  and  earn- 
ings rose  .39'!,  to  $26.4  million. 

Only  this  year  the  truck  market  has 
softened  noticeabh',  and  Grace,  oddly 
enough,  is  still  whistling  happy  tunes. 
Is  he  whistling  in  the  dark?  Maybe, 
maybe  not.  But  don't  underestimate 
the  shrewdness  behind  tl)e  jokes.  First 
he  tells  you  flath',  "Don't  talk  of  any 
downturns.  I  wouldn't  forecast  a 
downturn  if  I  v/ere  falling  off  a  cliff. 
Hut  there  is  not  going  to  be  a  down- 
turn. What  you're  seeing  now  is  only 
nervousness  over  the  Tenrrister  con- 
Irat ;  that  is  coming  u;;. ' 

Then  it  turns  out  he  ii.     i  ht  a 

lot  about  a  possible  downlw:         !,ast 
year,  everybody  got  a  lot  ■' 
he  .says    'Rut  look  clo.sel\ 
■Nct  penetration:  Our  share  u 
I  to  about  40'1]  and  unit  sales 
--•     We  built   more  trailers 
liaii  the  entire  industry  did  teii      ,,   , 
ago    Ii:  a  lean  year,  I  would  thii  : 
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could  easily  increase  our  market  pene- 
tration. We've  cut  the  hours  it  takes  to 
build  a  trailer  better  than  .50%  in  the 
last  three  or  four  years,  and  got  our 
costs  down  so  we  can  sell  them  cheaper 
than  we  did  ten  years  ago." 

Not  Trailers  Alone 

In  a  bad  year  for  trucks  and  trailers. 
Grace  has  other  hedges.  Fruehauf  got 
into  the  container  business  early,  be- 
cause containers  are  close  relatives  to 
trailers.  "We're  greedy,"  he  saxs.  "We 
took  about  70%  of  the  market  last  year, 
and  we've  got  plenty  of  orders  and 
quotes  this  year,  too."  From  containers, 
one  thing  led  to  another.  Fruehauf  has 
diversified  into  railcar  building,  cranes 


Eyes  Open.  Trailer-maker 
Bill  Grace  is  iurning  home- 
builder.  If's  a  shrewd  gamble. 


and  materials-handling,  ship  conver- 
sion and  repair  work.  Altogether,  the 
lion  trailer-container  end  of  the  business 
accounts  for  about  30%  of  sales;  and, 
except  for  the  money-losing  railcar  di- 
vision, Grace  says,  "the  nontrailer  di- 
visions give  us  the  same  kind  of  profits 
that  trailers  do." 

There  are  those  who  argue  that 
Grace  has  been  too  anxious  to  diver- 
sify, that  he  made  a  whopping  mistake 
by  deciding  to  start  producing  modu- 
lar homes  later  this  \ear.  After  all.  the 
field  is  full  of  companies  peddling 
modular  concepts,  and  it  in\  olves  mar- 
keting expertise  outside  Fruehaufs 
traditional  areas  of  competence. 

"What  do  \ou  think  were  really  do- 
ing?" Grace  responds.  "We're  just 
building  containers.  We  take  four  of 
them  and  make  a  three-i)edrooni 
house.  Mo\e  it  down  an  assembh'  line, 
I^ut  in  wiring  and  plumbing,  and  the 
ouK  thing  left  to  do  is  assemble  it  on 
the  site  and  put  in  the  furniture.  \Ve'\e 
demonstrated  we  can  assemble  that 
house  on  a  site  in  under  20  minutes. 
And  sell  it  competitivel\-$I2,00()  or 
less,  e-xclusive  of  the  price  of  the 
laml."  Grace  sa\s  he  has  had  lots  of 
response  from  dcNelopers,  and  if  the 
scheme  works  out,  "this  will  be  bigger  ^ 
for  us  eventually  than  all  our  present 
business  is  now ." 

That's  a  big  if,  of  course.  Hut  at 
Fruehauf— for  all  Grace's  plavfulness 
— ifs  often  have  a  way  of  turning  in- 
to realities.  ■ 
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The  SEC  Will  Say  "No"  to  the  Big  Board 

It  will  not  approve  the  new  commission  rate  schedule  proposed  by 
the  Exchange.  Who  says?  None  other  than  Chairman  Hamer  Budge. 


The  Securities  &  Exchange  Commis- 
sion will  not  approve  the  revised 
schedule  of  commissions  on  stock 
trades  proposed  by  the  New  York 
Stock  Exchange.  That  much  seems 
certain.  The  SEC  probably  will  ap- 
prove a  rise  in  commissions,  because  it 
does  realize  that  quite  a  few  broker- 
age houses  are  in  trouble:  Even  big 
Bache  &  Co.  lost  S8.7  million  last 
year  (when,  according  to  a  recent  Big 
Board  study,  four  of  every  ten  mem- 
bers lost  money). 

However,  the  SEC  will  not  help  the 
financially  distressed  broker-traders  in 
the  way  the  Board  of  Governors  of  the 
Exchange  has  proposed:  by  putting 
the  entire  burden  on  the  small  trader, 
raising  the  commissions  he  must  pay 
while  at  the  same  time  cutting  com- 
missions on  huge  blocks  of  securities 
that  the  institutions  trade. 

Says  Hamer  Budge,  chainnan  of  the 
SEC:  "I  will  not  go  along  with  that 
proposal.  I  think  it's  the  duty  of  the 
SEC  to  preserve  the  small  trader.  I 
think  it  would  be  a  real  tragedy  if  the 
day  ever  comes  when  a  grandfather 
can't  buy  five  shares  of  AT&T  for  his 
grandchild."  He  adds:  "What's  more, 
I  don't  believe  it's  the  last  proposal 
the  E.xchange  will  make."  (The  Ex- 
change has  since  proposed  an  interim 
"transaction  fee,"  which  has  little 
chance  of  approval.) 

In  a  recent  conversation  with  a 
Forbes  reporter.  President  Donald  Re- 
gan of  Merrill  Lynch,  Pierce,  Fenner  & 
Smith,  most  of  whose  1 -million-plus 
customers  are  small  traders,  said  his 
firm  favored  a  schedule  that  would 
not  raise  commissions  on  small  trades, 
or  lower  them  on  large  ones,  quite  as 
much  as  the  Exchange  wants.  This, 
clearK — although  he  will  say  so  only 
guardedly— is  Budge's  idea,  too. 

Wall  Street  is  undergoing  a  revolu- 
tion. Several  brokerage  houses,  most 
recently  McDonnell  &  Co.,  have  failed. 
Others  have  merged.  Still  others 
(Blyth  &  Co.  for  one)  have  been  tak- 
en over  by  institutions.  Some  are  go- 
ing public.  At  first  the  Exchange 
balked  at  public  ownership,  but  has 
since  accepted  the  idea.  Meanwhile, 
the  institutions  are  demanding  the 
right  to  buy  a  seat. 

During  mid-March,  three  Forbes 
reporters  sat  down  with  Budge  in  his 
office  in  Washington  to  ask:  "What 
will  Wall  Street  be  like  tomorrow?" 
Budge  replied:  "I've  asked  that  very 
same  question  of  a  great  many  people 
on  The  Street.  No  two  people  agree. 
The  Midwest  Stock  Exchange  is  going 


Budge  of  fhe  SEC 

one  way,  admitting  institutions  to 
membership.  The  New  York  Stock 
Exchange  is  going  another,  refusing 
them  admittance." 

Budge  was  a.sked:  "Won't  the  diver- 
sion of  trading  by  institutions  to  Chi- 
cago—and Philadelphia,  for  that  mat- 
ter—/orcf  the  New  York  Stock  Ex- 
change to  admit  institutions  to  mem- 
bership?" He  would  not  answer  Hatly, 
but  he  indicated  he  thought  it  might, 
though  perhaps  not  immediately. 

A  Major  Problem 

On  one  point  Budge  spoke  flatly: 
on  the  growing  influence  of  mutual 
funds  in  the  market.  He  said  that  far 
more  regulation  of  the  mutual  funds 
was  imperative.  The  SEC,  he  noted, 
has  urged  this  for  over  two  years, 
though  with  little  response  from 
Congress. 

Budge  pointed  out  that  when  the 
Securities  &  Exchange  Act  was  passed 
in  1935,  it  did  not  cover  mutual  funds: 
They  were  then  almost  nonexistent. 
Even  when  the  Investment  Company 
Act  of  1940  was  passed,  under  which 
the  funds  are  regulated,  they  still  were 
comparatively  small.  Now  they  are  a 
major  market  factor,  accounting  for 
J3.4%  of  the  dollar  volume. 

One  thing  he  wants,  said  Budge, 
is  "to  impose  on  the  mutual  funds  a 
fiduciary  relationship  by  statute."  He 
expressed  concern  over  the  way  the 


funds  have  been  churning  their  port- 
folios. "They  are  now  churning  them 
over  at  the  rate  of  50%  a  year.  That 
means  they  completely  turn  over  their 
portfolios  every  two  years." 

Budge  added,  "I  personally  do  not 
believe  the  funds  should  be  pennitted 
to  hold  nonliquid  securities  [meaning 
letter  stock].  Open-end  funds  should 
be  completely  liquid  because  they  are 
supposed  to  redeem  their  shares  on 
demand.  They  can't  be  liquid  if  they 
hold  nonliquid  securities." 

The  SEC,  Budge  revealed,  recent- 
ly has  informed  the  funds  to  reduce 
their  holdings  of  letter  stock  to  a 
maximum  of  5%  of  their  portfolios. 

One  of  the  dangers  in  the  growth 
of  mutual  funds  was  their  potential 
control  of  companies  in  which  they 
invest.  Budge  explains:  "Suppose  the 
funds  buy  30%  of  the  stock  of  a  cor- 
poration. Now,  there  is  a  tendency  for 
a  fund  to  want  to  know  more  about  it 
than  anyone  else,  and,  where  the  funds 
own  30%  of  the  stock,  they  would  be 
able  to  learn  more  than  anyone  else. 
That's  not  right.  Everybody  who  buys 
a  security  should  have  access  to  the 
same  infonnation. 

"There's  another  danger  in  this  situ- 
ation. With  30%  of  the  stock,  the  funds 
inevitably  will  want  to  exercise  man- 
agement control.  Suppose  they  decide 
the  company  should  stop  making  .soap 
and  make  chocolate,  instead.  Then 
they  realize  this  decision  was  wrong 
and  sell  out.  The  company  is  stuck 
with  making  chocolate.  The  stock- 
holders are  stuck." 

Dr.  Irwin  M.  Seltzer,  president  of 
National  Economic  Research  Asso- 
ciates, on  whose  study  the  New  York 
Stock  Exchange  based  its  new  com- 
mission proposals,  recently  warned  of 
a  danger  in  the  growth  of  regional 
exchanges.  It  was  fractionalizing  the 
market,  he  said,  and  thereby  was  mak- 
ing it  too  volatile.  Budge  said  there 
were  differing  views  on  this,  but  he 
added:  "I  wonder  if  all  the  regional 
stock  exchanges  shouldn't  be  like  the 
Los  Angeles  and  San  Francisco  ex- 
changes. Whether  they  shouldn't  have 
one  tape." 

He  also  said  that,  in  his  opinion, 
all  exchange  tapes  should  reveal  not 
only  the  price  of  a  trade  but  the  vol- 
ume of  stock  involved.  "The  broker- 
age houses  know  this,"  he  said.  "The 
public  has  a  right  to  know  it,  too. 

"The  American  public— and  the  free 
world— certainly  won't  continue  to  in- 
vest in  American  industry  if  they  think 
they're  not  getting  an  even  break."  ■ 
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Revolution  in  Suburbia? 

Talk  all  you  will  about  modular  housing,  there  is  no  real  solution  to  the 
looming  U.S.  housing  crisis  without  a  new  approach  to  land  utilization. 


The  U.S.  is  getting  uncomfortably 
crowded.  That  is  what  nearly  every- 
body thinks,  but  it  is  not  precisely 
true.  Large  areas  of  the  country  are 
still  wide  open  spaces:  Northern  New 
England,  Colorado,  Montana.  Other 
place.s— Wyoming,  the  Dakotas,  and 
West  Virginia— are  still  losing  popula- 
tion. What  is  really  happening  is  a  bit 
more  complicated:  As  the  population 
expands,  it  is,  in  a  sense,  contracting. 
In  1950  64%  of  the  population  lived  in 
urban  areas;  today  75%  does;  by 
2000  85%  will. 

But,  you  may  say,  don't  people 
yearn  for  the  outdoors,  the  vide- 
open  spaces?  Well,  in  a  way  they  do. 
But  for  many  people,  getting  away 
means  getting  away  to  a  crowded  ski 
slope,  a  busy  beach,  a  Caribbean  con- 
dominium. The  simple  fact  is  that 
Henry  David  Thoreau  is  not  quite 
what  is  happening  in  the  U.S.  today. 

The  real  problem  is  more  compli- 
cated than  the  theoretical  one.  It  is: 
How  do  you  get  more  population 
mileage  out  of  limited  acreage  in  ur- 
ban, suburban  and  exurban  areas? 

The  basic  problem  is  this:  If  the 
overall  population  increases  by,  say, 
25%,  it  will  probably  increase  by  50% 
in  major  metropolitan  areas.  Not  nec- 
essarily in  the  urban  areas  as  such,  but 
in  the  suburban  and  exurban  areas. 
That,  in  many  ways,  is  the  heart  of 


the  nation's  housing  predicament. 
Why  not  simply  extend  suburbia 
and  exurbia  further  out?  The  trouble 
is  that  people  still  have  to  get  to  their 
jobs.  More  highways  only  produce 
more  traffic  jams.  A  really  massive 
high-speed  mass-transportation  system 
would  cost  tens  of  billions  of  dollars 
and  just  doesn't  seem  to  be  in  the 
cards.  As  mass  builder  William  J. 
Levitt  once  told  Forbes:  "Where  will 
I  ever  find  another  potato  field  within 
commuting  distance  of  a  city?" 

Multiple  Solutions 

The  fact  is  that  the  typical  single- 
family  home  spread  out  four  to  an 
acre  is  becoming  an  anachronism.  It's 
too  expensive,  too  hard  to  maintain 
and,  frankly,  it  just  consumes  too 
much  land.  Every  innovative  govern- 
ment program  now  on  the  books  de- 
pends on  the  rise  of  the  multi-family 
structure  and  the  more  economical 
use  of  the  land  close  in  to  the  major 
population  centers.  And  the  Govern- 
ment is  taking  real,  possibly  profit- 
making  steps  to  lure  big  institutional 
investors  and  major  corporations  into 
an  industry  that  has  been  dominated 
by  small  thrift  institutions  and  some 
50,000  to  80,000  (depending  on  the 
vagaries  of  the  season)  homebuilders. 
Even  the  National  Association  of 
Homebuilders,  trade  group  of  the  na- 


tion's traditionalists,  hints  that  the  sin- 
gle-family home  won't  be  the  mainstay 
it  once  was.  "We  see  a  revitalization 
of  home  ownership  coming,"  says  Mi- 
chael Sumichrast,  the  Association's 
chief  economist,  "and  it  could  be  in 
multiunits." 

The  trend  already  is  clear.  By  1971 
-or  1972  at  the  latest-the  U.S.  will 
for  the  first  time  in  its  history  be 
building  more  multi-unit  housing  than 
single-family  homes.  Some  15  million 
homes  are  officially  classified  as  sub- 
standard and  should  be  replaced  as 
soon  as  possible.  The  Administration 
is  pledged  to  a  ten-year  program  of 
putting  up  26  million  new  units.  (In 
the  first  year  of  that  program  we  are 
only  building  at  half  the  needed  rate.) 
And  the  postwar  baby  crop  is  now  at 
peak  reproductive  age  and  starting  its 
own  baby  crop— pill  or  no.  So  new 
families  are  popping  up  at  the  rate  of 
almost  a  million  a  year,  double  the 
figure  of  just  three  years  ago.  With 
mortgage  rates  the  highest  in  history 
and  many  a  friendly  neighborhood 
banker  demanding  that  the  new  home- 
buyer  put  down  anywhere  from  a 
third  to  half  of  the  purchase  price  in 
cash,  the  young,  the  middle  class  and 
the  less  affluent  are  stymied. 

Are  we  then  all  foredoomed  to  liv- 
ing in  high-rise  apartment  buildings? 

Not  necessarily.  A  sensible  and  high- 


Which  Looks  Better?  Which  provides  the  most  open 
space?  On  the  left  is  the  way  houses  traditionally  are 
built  in  suburbia.  On  the  right  is  the  way  more  and 
more  houses  are  now  being  constructed.  Many  people 
will  argue  that  the  setup  on  the  right,  mostly  town 
houses  with  a  few  detached  dwellings,  is  the  better 
on  both  counts.   Others  will  disagree.   They  insist  on 
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having  a  plot  of  land  they  can  call  entirely  their  own, 
with  a  lawn  to  mow  and  flowerbeds  to  cultivate.  The 
vital  fact  is  this:  Suburbia  has  become  so  crowded  that 
land  is  now  a  luxury.  The  cost  of  land  has  reached 
25%  of  the  cost  of  building  a  house,  and,  as  suburbia 
becomes  more  crowded,  is  clearly  headed  higher  still. 
Given  this  problem,  town  houses  are  a  good  answer. 
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practical  alternative  is  to  get  better 
ige  out  of  available  suburban  and 
irban  land.  We  can  turn  back  to- 
rd  an  older  form  of  urban  living. 
?  can  increasingly  build  what  are 
.V  called  town  houses    (they  used 
3e  called  row  houses,  but  we  now 
undertakers  morticians  and  junk- 
secondary    materials    workers), 
wn  houses  call  for  increasing  use  of 
at  is  called  "cluster  zoning,"  where 
;iven  tract  of  land  is  used  for  sin- 
family   homes,    town   houses    and 
atment  buildings— with  a  substan- 
area  kept  for  greenery  and  open 
Because  even  if  you  can  use  mass 
duction,    even    if    you    cut    union 
therbedding,  you  still  need  some- 
ce  to  put  the  dwelling  you  build. 


No  Lawn,  But  .  .  .  When  they  build 
town  houses  instead  of  detached 
dwellings,  homebuilders  don't  have 
to  chop  the  land  up  into  little  rectan- 
gles. They  can  use  it  imaginatively. 
Here  are  two  examples-,  at  the  left,  a 
development  by  Lincoln  Property  Co. 
of  Dallas,  where  homeowners  over- 
look a  lake  with  swans.  At  the  right,  a 
development  by  Ring  Bros,  near  the 
Los  Angeles  Airport,  where  they  can 
contemplate    a    natural    waterfall. 


Does  this  mean  row  on  row  of  look- 
alike  slabs  with  very  little  greenery 
and  no  open  spaces?  Not  at  all. 

The  really  smart  homebuilders 
know  this.  They  know  that  there  is  an 
alternative  to  trying  to  house  the  mid- 
dle class  in  those  second-rate  boxes  on 
little  squares  of  expensive  and  hard- 
to-care-for  land. 

The  Department  of  Housing  &  Ur- 
ban development  figures  that  it  will 
require  from  3  million  to  12  million 
acres  to  build  the  26  million  dwelling 
units  the  U.S.  needs— as  a  minimum- 
over  the  next  ten  years.  Not  just  any 
land  but  millions  of  acres  close  by 
the  cities  where  land  is  hard  to  come 
by.  City-by-city,  here  are  a  few  pre- 
liminary estimates  by  a  Presidential 
Commission:  Pittsburgh,  216  acres; 
Boston  236;  New  York,  close  to  2,000 
acres.  Considering  that  good  suburban 
land  currently  brings  $16,000  an  acre 
minimum  (up  60%  in  9  years),  that 
could  cost  an>^vhere  from  $20  billion 
to  $100  billion-and  that's  just  a 
rough  estimate. 

One  Solution 

But  those  acres  just  don't  exist 
where  they  are  wanted.  The  town 
house  almost  certainly  is  the  best  pos- 
sible way  to  reconcile  the  American's 
desire  to  live  close  to  a  city  with  his 
desire  to  have  a  home  of  his  own  and 
some  greenery  around  it. 

A  trend  is  already  well  under  way 
toward  town  houses  and  apartment 
houses.  In  1965  64%  of  all  homes  built 
in  the  U.S.  were  detached,  single-fami- 
ly dwellings.  Last  year  the  figure  was 
down  to  54%.  An  industry  economist 
predicts  the  figure  will  drop  to  45%  by 
1972.  One  overwhelming  reason: 
About  25%  of  the  cost  of  the  average 
single-family  house  today  goes  for  land; 
only  about  15%  of  the  cost  of  a  town 
house  does.  In  this  item  alone  is  a  sav- 
ing of  10%— probably  more  money  than 
can  be  saved  through  modular  con- 
struction methods. 

Around  the  fringes  of  New  York 
City  you  can  already  see  the  trend  at 
work:  Older  suburbs  like  Forest  Hills 
and  Kew  Gardens  were  once  largely 
made  up  of  single  houses  on  small  lots. 
In  the  past  two  decades  many  of  these 


have  been  bulldozed  to  make  way  for 
high-rise  apartment  buildings.  The 
trend  is  already  creeping  into  farther- 
out  New  York  suburbs,  even  as  far  as 
Connecticut.  It  will  soon  appear  in  the 
closer-in  suburbs  of  other  large  cities 
throughout  the  nation. 

New  patterns  of  housing  are  certain- 
ly not  the  whole  answer  to  the  looming 
housing  crisis.  They  will  not  necessarily 
assure  better  housing  for  the  poor; 
probably  only  some  form  of  govern- 
ment subsidy  can  do  this.  But  better 
patterns  of  land  use  are  perhaps  the 
most  important  single  element  in  meet- 
ing the  problem;  local  zoning  boards 
and  real  estate  interests  are  simply  go- 
ing to  have  to  accept  this  fact. 

There  are  sad  aspects  to  all  this,  but 
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The  Way  Grandpa  Used  To  Live.  In  the  days  before  the  automo- 
bile and  fhe  superhighway,  suburbia  was  for  a  relatively  few  well- 
to-do.  For  most  people,  if  you  worked  in  a  city,  you  lived  in  the 
city— in  either  an  apartment  house  (then  called  a  tenement)  or  a 
town  house  (then  called  by  a  variety  of  names:  row  house,  brown- 
stone,  what  have  you).  What  we  are  doing  now,  in  effect,  is  going 
back  to  the  way  our  grandfathers  lived— but  with  modern  conven- 
iences. There  are  those  who  believe  that,  from  a  psychological  stand- 
point and  a  sociological  and  political  standpoint,  this  is  a  better 
way  to  live,  because  man  is  a  gregarious  animal,  a  social  animal. 
Below  is  a  row  of  town  houses  built  by  Stirling  Homex  Corp.  of  Avon, 
N.Y.  The  houses  were  factory-made  and  assembled  on  the  site  to 
combine  the  savings  of  mass  production  with  those  of  land  utilization. 


it's  not  all  bad.  A  one-acre  lot,  say,' 
that  now  holds  four  single  houses 
could  easily  hold  ten  town  houses  (see 
page  24)  and  still  leave  a  good  deal 
of  open  space  for  children  to  play,  for 
privacy,  barbecue  pits  and  for  sitting 
under  the  trees— even  a  swimming  pool 
or  elaborate  rock  garden  that  few  sin- 
gle-home owners  could  afford  alone. 

Not^only  does  this  trend  make  eco- 
nomic sense,  it  may  well  be  in  tune 
with  what  much  of  the  younger  gen- 
eration wants.  Says  Harold  B.  Finger, 
HUD's  assistant  secretary  for  research 
and  technology:  "There's  a  great  feel- 
ing among  younger  people,  unlike  you 
and  me  [Finger  is  46],  that  they  just 
do  not  want  to  worry  about  fussing 
with  yards." 

A  Lake  in  the  Backyard 

Imaginative  builders  are  already 
taking  advantage  of  the  need  for  high- 
er-density building  to  give  prospec- 
tive buyers  advantages  they  would  be 
hard  put  to  get  in  single-family-house 
communities.  A  planned  community 
called  Redwood  Shores  at  Redwood 
City,  Calif.,  south  of  San  Francisco,  is 
illustrative.  Redwood  Shores  offers  sin- 
gle-family homes  and  town  houses 
grouped  together  around  man-made 
waterways  for  sailing  and  swimming. 
Plans  call  for  neighborhood  shopping 
centers,  neighborhood  parks,  neigh- 
borhood beaches  and  schools  in  a  de- 
velopment that  will  eventually  house 
60,000  people.  The  emphasis  on 
neighborhood  facilities  in  the  commu- 
nity means  that  people  will  walk  rath- 
er than  drive  around  Redwood  Shores. 
"This  means,"  says  project  manager 
Charles  C.  Wynn,  "that  a  guy  living 
here  can  buy  a  car  and  a  boat  rather 
than  two  cars." 

Redwood  Shores  is  4,400  acres. 
Soon  most  of  the  development  will  be 
in  multiple  dwelling  units;  even  the 
single-family  homes  are  on  smallish. 
6,000-square-foot  lots.  Says  Wynn: 
"Because  of  the  recreation  orientation 
of  this  project,  people  will  accept  the 
density  because  their  backyard  i)e- 
comes  a  200-acre  lake,  and  there's  a 
park  nearby.  They'll  give  up  a  cer- 
tain amount  of  privacy  on  the  size  of 
their  lot  because  the  amenities  make 
up  the  difference." 

Talk  to  developers  of  garden  apart- 
ment communities  or  town  houses. 
Talk  to  developers  of  communities  like 
Redwood  Shores  and  Los  Angeles" 
\Vestlake,  the  "city  in  the  countr\" 
now  50%-owned  by  Prudential  In- 
surance Co.  of  America.  You  hear 
more  about  "the  amenities"  than 
about  lot  sizes  or  the  "privacy"  cen- 
tral to  the  traditional  homeowner's 
concern.  The  amenities  can  run  to  ten- 
nis courts  or  a  golf  course  on  the 
premises,  to  club  facilities  with  social 
(Continued  on  page  31) 
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Republic  Steel  announces  Maxi-Mill: 

the  right  mill  in  the  right  place 

at  the  right  time. 


rhere's  a  big  new  beat  in  the  pulse  of  flat  rolled  steel 
progress  at  Republic  Steel. 

Maxi-Miil.  A  new  word  in  the  steel  industry.  Our  name 
or  the  expansive  complex  of  two  new  mills:  an 
J4-inch  hot  mill  and  an  84-inch  cold  mill  side  by  side 
n  Cleveland. 

Republic's  new  cold  mill  is  rolling  now.  It  will  be 
earned  with  our  soon-to-be-completed  hot  mill, 
'ogether  with  existing  melting  and  processing  opera- 
ions,  these  new  multimillion-dollar  facilities  are  ideally 
ituated  to  serve  the  nation's  largest  rfiarket  for  flat 
oiled  steels. 


steel 


cH 


Maxi-Mill  provides  greatly  expanded  capacity  to  pro- 
duce this  year  the  precision  quality  sheet  and  strip  that 
all  customers  will  be  demanding  in  the  future.  Maxi-Mill 
is  highly  computerized.  With  maximum  power  to  pro- 
duce a  better  quality  high-tonnage  product  faster  and 
more  efficiently  than  ever  before. 

Maxi-Mill  brings  a  new  beat  to  the  heart  of  the  grow- 
ing Midwest  market.  Surging  new  proof  of  Republic's 
commitment  to  grow  and  prosper  in  this  vital  area. 
Republic  Steel  Corporation,  Cleveland,  Ohio  44101. 

Ropublicsteel 


A  way  to  clarify/purify 

12  million  gallons  of 

^  fe^v  \v;S  ^  JLake  AAemphremagog 

a  day 


Write  Crane  for  more  information  on  microstraining/ ozonation.  Applicable  to  treatment  of  industrial  and  municipal 
water  and  waste  waters.  More  economical  to  install  and  operate  than  conventional  purification  processes. 


Twelve  million  imperial  gallons.  Every  day.  Enough  pure  water  for  Sherbrooke, 
Quebec's  80,000  people  and  hundred  or  so  important  industries. 

The  way:  A  Crane  exclusive,  one  of  the  first  microstraining®/ ozonation 
installations  on  this  continent. 

Lake  water  is  run  through  three  Microstrainers,  or  rotary  drum 
filters  (each  10'  x  10')  covered  with  fine  screening  (to  165,000 
apertures  per  sq.  in.).  Filtered  out  algae,  tiny  fish  and 
suspended  solids  are  back-washed  away  by  high  pressure  spray  nozzles. 

Then,  air  containing  ozone  (O3  produced  by  "activating"  oxygen  in  the  air 
with  electricity)  is  bubbled  through  the  filtered  water.  Leaves  it  safe 
to  drink,  color  free,  odor  free,  and  delicious. 

Crane:  100  years  of  experience  in  water  treatment  systems.  Makers 
of  valves,  pumps,  fittings,  aircraft  and  aerospace  products,  plumbing 
and  heating  equipment.  Crane  Co.,  300  Park  Avenue, 
New  York,  N.Y.  10022. 
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Rochester... 

photo  capital  of  the  world. Vital. 
Flourishing.  One  of  Lake  Ontario's 
busiest. .a  Phelps  Dodge  city 
where  it's  all  happening. 


I 
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..don't  broadcast  it!"  Increasingly, 
ice,  video  and  data  transmissions  are 
by  wire  and  cable... leaving  the  over- 
j  radio  broadcast  spectrum  free  for 
communications.  The  continued 
of  cable  TV  points  to  the  day  when 
our  TV  wi  1 1  be  sent  over  coaxial  cable, 
work  of  telephone  cables  continues 
The  country  is  fast  becoming  "wired 
Tiunications." 

3  PD  Communication  Company  is 
it  happen.  A  leading  manufacturer  of 
le  cable,  they  are  also  the  originators 
MFLEX,"  ttie  foam-filled  coax  used  in 
/.  Our  SPIRAFIL II— the  newest  semi- 
air-dielectric  coaxial— is  also  used  for 
unklinesand  in  cable  system  replace- 
for  microwave  links. 
.ook  around  Rochester,  and  you  will 
hundreds  of  other  Phelps  Dodge  cop- 
ind  aluminum  products  at  work.. .our 
and  high-voltage  power  cable,  elec- 
al  conduit,  magnet  wire.. .as  well  as 
ipper  and  alloy  condenser  and  heat 
xchanger  tubes,  gas,  plumbing,  air 
;onditioning  and  refngeration  tubing. 
Ml  our  Phelps  Dodge  products  are  at 
work,  serving  America  everywhere. 


COPPER  ALUMINUM  AND 
ALLOY  PRODUCTS 


(Continued  from  page  26) 
programs  and  social  directors,  to  lakes 
for  sailing  or  sitting  by,  or  simply  to 
open  space,  made  possible  by  the 
higher-density  grouping  of  the  dwell- 
ing units. 

The  common  bond  uniting  all 
planned  communities,  whether  they 
appeal  more  to  people  in  their  20s  or 
to  the  over-30  families  and  older  peo- 
ple, is  recreation  and  freedom  from 
many  of  the  cares  of  home  ownership. 
Real  estate  man  Charles  Detoy  Jr., 
vice  president  of  the  West  Coast  realty 
brokerage  giant  Coldwell,  Banker,  of- 
fers one  reason:  "Young  people  nowa- 
days are  not  interested  in  establish- 
ing home  ownership.  The  tremendous 
mobility  of  the  population  works 
against  it.  Home  ownership  is  almost 
an  impediment  in  the  sense  that  peo- 
ple are  seeking  greater  freedom— more 
options  in  the  expenditure  of  time  and 
money.  A  home  can  require  tremen- 
dous expenditure  of  both." 

Is  the  traditional  single-family  home 
dead?  In  Washington  the  National 
Corporation  for  Housing  Partnerships, 
a  government-backed  private  corpora- 
tion, is  struggling  to  raise  $50  million 
as  seed  money  from  large  institutional 
investors  for  a  joint  national-local  ef- 
fort to  pour  $1.8  billion  into  home- 
building  over  the  next  five  years.  As 
its  high-powered  vice  president  for  op- 
erations, Howard  Mo.skof,  puts  it: 
"I'd  guess  about  three-quarters  of  all 
the  units  we'll  put  up  will  be  what 
you'd  call  'garden-type.'  "  Few  real  es- 
tate men  care  to  argue  one  way  or  the 
other  about  the  apparent  down-play- 
ing of  the  traditional  detached  home. 
They  are  unsure.  The  town  house, 
garden-apartment  community  trend  is 
too  new  in  the  present  market.  Cur- 
rent bizarre  conditions  in  the  mort- 
gage rftarket  make  judgments  diffi- 
cult. But  wherever  well-planned 
apartment  communities  have  opened, 
they  have  taken  a  cue  from  the  much 
maligned  "senior  cities  colonies"; 
some  were  even  aimed  at  just  "singles." 

No  Cars  A //owed 

The  smart  builders  realize  there  is 

resistance  to  clo.se-together  dwelling 
among  middle-class  Americans.  But 
they  also  know  there  is  a  good  deal 
going  for  denser  land  use.  A  half  cen- 
tury or  so  ago  when  houses  clustered 
together,  even  with  single-family 
houses  in  the  towns  of  the  Middle 
West,  there  was  community  and  so- 
cial contact.  Then  came  the  mobile  so- 
ciety. Attachment  to  a  community  and 
ease  of  social  contact  suffered  in  the 
mobility.  And  nowhere  was  this  more 
immediately  evident  than  in  the  new 
areas  of  the  West,  in  places  like  Los 
Angeles— less  a  city  than  a  settling  of 
great  numbers  of  people  across  461 


square  miles.  Los  Angeles  is  masses  of 
people;  it  is  no  real  community. 

Some  of  the  most  imaginative  proj- 
ects in  the  U.S.  are  built  by  Los  An- 
geles' Ring  Bros.,  a  subsidiary  of 
Monogram  Industries.  At  their  Mead- 
ows project,  573  apartment  units  near 
Los  Angeles  Airport,  the  Rings  have 
landscaped  running  streams,  brick 
walkways  and  wooden  bridges.  "We 
tried  to  get  rid  of  the  feehng  of  a 
complex,"  says  Dr.  Ellis  Ring,  presi- 
dent of  the  company.  "We  can  con- 
trol the  environment,  not  look  out  on 
freeways.  Also,"  he  adds,  "we  have  no 
internal  driveways,  so  no  cars  disturb 
the  project." 

Lincoln  Property  Co.,  the  Dallas- 
based  developer  of  nationwide  apart- 
ment communities,  has  provided  a  lake 
and  waterfall  at  its  Willow  Creek 
project  in  a  posh  section  of  Dallas. 
Residents  of  Willow  Creek  can  sit 
over  a  drink  at  the  project's  club  and 
look  out  on  falling  water  just  as  if 
they  were  in  some  country  hideaway, 
far  from  the  sprawling  city.  "I  liken 
this  to  cruise  ships,"  says  San  Fran- 
cisco developer  Gerson  Bakar.  Mrs. 
Mary  Anne  Sayler,  recreation  director 
at  Bakar's  Woodlake  apartments  in 
San  Mateo,  Calif,  comments:  "It's  not 
the  typical  apartment  situation  where 
you  never  really  know  your  next-door 
neighbor.  Our  activites  here  act  as  a 
catalyst  for  good  friendship— not  to 
mention  40  marriages  since  1965." 

Apartment  communities  are  spread- 
ing out  from  the  warm-weather,  out- 
door-living climes  of  California  and 
Texas.  Ring  Bros,  is  going  to  build 
an  809-unit  project  near  Chicago  in 
cooperation  with  Los  Angeles  builders 
Kaufman  &  Broad.  At  the  same  site, 
Kaufman  &  Broad  is  building  1,000 
town  houses  for  sale. 

Town  hou,ses  in  a  single-family  home 
area  like  Chicago?  Kaufman  &  Broad 
people  say  they  are  selling  mainly  on 
the  basis  of  price,  with  the  lower  price 
made  possible  by  savings  on  land  costs. 
"Most  buyers  are  young  people,  a 
young  couple,  maybe  with  an  infant," 
reports  Louis  Berkowitz,  Chicago 
manager  for  K&B.  "They  are  young 
executives  not  making  a  lot  of  money 
who  don't  want  to  rent.  The  town 
house  proves  a  middle  ground." 

Says  Kaufman  &  Broad  President 
Eugene  S.  Rosenfeld:  "The  big  reason 
we  are  going  hot  and  heavy  in  town 
houses  is  Section  235  of  the  Housing 
Act  of  1968."  This  is  the  provision  of 
the  Act  whereby  the  Government  pays 
the  difference  between  the  market 
rate  of  mortgage  interest  and  what  the 
home  buyer  can  afford.  It  is  a  subsidy 
based  on  income,  but  the  Act  also  sets 
a  ceiling  on  the  price  of  the  house. 
Says  Rosenfeld:  "High  land  costs 
make  it  difficult  to  build  anything  but 
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Glamour  Isn't  Everything! 

joout  her  cooking?  And  will  she  stick  around  when  you  need  her?  Os- 
borne of  Pullman  thinks  these  homely  virtues  count  in  a  corporation,  too. 


I.N  .».-.  ATTEMPT  to  uncover  person- 
ality patterns,  psychologists  often  show 
patients  a  drawing  of,  say,  a  woman 
with  a  child.  The  optimists  see  the 
child  planning  an  adventure.  The 
pessimists  recall  a  time  in  their  child- 
hood when  they  were  hungry. 

Now  65,  W.  Irving  Osborne  Jr.,  the 
chief  executive  of  Chicago-based  Pull- 
man Corp.,  never  went  hungry  as  a 
kid.  But  in  a  corporate  sense,  there 
isn't  much  doubt  where  he'd  rate  on 
such  a  test.  Talk  to  Osborne  for  an 
hour  and  he  will  mention  the  Depres- 
sion (once),  Pullman's  consistent  divi- 
dends (twice),  and  the  "stability"  of 
his  $751 -million-revenues  freight-car 
and  plant-construction  company. 
"Pullman  has  never  been  one  of  those 
go-go  outfits,"  says  Osborne.  "We're 
known  as  a  company  with  integrity 
and  stability  that  has  given  its  stock- 
holders a  fair  return." 

Osborne  is  not  apologizing.  The 
stockholder  who  invested  $37  in  a 
share  of  Pullman  ten  years  ago  would 
have  a  share  worth  $45  today.  His 
dividends  would  amount  to  a  return 
of  about  6%  per  year.  Not  a  fortune, 
but  better  than  a  good  many  other 
blue  chips  have  done. 

The  question  is  whether  Osborne, 
in  his  quest  for  stability,  has  sacrificed 
some  profitable  opportunities.  Take 
the  $66.7-million  San  Francisco  Bay 
Area  Rapid  Transit  (BART)  system 
contract.  Last  summer  it  was  awarded 
to  Rohr,  a  California  aerospace  con- 
tractor. Pullman  actually  underbid 
Rohr  on  a  contract  for  350  cars,  but 
BART  wanted  bids  on  only  250  cars, 
and  Pullman  refused  to  shave  its 
profit  margin  to  win  the  smaller  or- 
der. "Now,"  says  Osborne,  "we  will 
see  whether  they  [Rohr]  make  any 
money  on  it." 


Whether  Pullman  wins  or  loses  a 
single  contract  makes  very  little  dif- 
ference in  earnings.  Less  than  a  hun- 
dredth the  size  of  the  freight-car  busi- 
ness, the  passenger-car  business  is 
only  "the  frosting  on  the  cake,"  as 
Osborne  puts  it.  But  the  potential 
emphasis  on  urban  rapid  transit  in- 
dicates that  this  may  be  an  important 
industry  someday. 

Pullman  has  moved  cautiously  into 
other  areas,  too.  Its  leasing  operations, 
which  provide  other  manufacturers 
stable  year-in,  year-out  revenues,  are 
still  small  compared  with  those  of 
General  American  Transportation.  It 
has  yet  to  move  into  higher-profit 
tank-car  manufacturing. 

Heart  of  the  Business 

Where  Pullman  makes  its  money  is 
in  mass-producing  freight  cars  (about 
25%  of  U.S.  output)  and  in  building 
chemical  plants,  petroleum  refineries 
and  steel  furnaces  (through  its  M.W. 
Kellogg  Co.  and  Swindell-Dresser  di- 
visions). When  all  divisions  are  busy, 
Pullman  sparkles.  In  1966  it  earned 
$5.72  a  share,  or  13.4%  on  its  equity. 
But  rarely  are  they  all  up  at  the 
same  time.  When  one  of  them  falters, 
Pullman  suffers.  For  example,  in  1968, 
the  engineering  and  construction 
business  was  good,  but  Pullman's 
freight-car  orders  fell  53.4%,  the  profit 
went  out  of  the  business  and  earnings 
fell  to  $3.15  a  share,  for  a  return 
of  only  6.6%. 

To  Osborne,  however,  1968  was  a 
victory  rather  than  a  defeat.  Despite 
the  collapse  in  freight-car  orders,  the 
$3.15  a  share  Pullman  earned  mainly 
on  its  engineering  and  construction 
operations  comfortably  covered  its 
dividend.  "When  we  earn  more  than 
the   highest   dividend   we   have   ever 


paid,"  -  Osborne  says,  "then  we  have 
succeeded  in  getting  what  we  went 
after  in  diversifying." 

For  Pullman,  this  is  no  abstract 
conclusion.  Between  1961  and  1963, 
the  last  time  freight-car  deliveries 
dropped  sharply,  Pullman's  earnings 
fell  50%  to  $1.23  a  share,  and  it  had 
to  cut  its  $2  dividend  to  $1.40.  Now, 
with  construction  and  engineering, 
mainly  M.W.  Kellogg,  providing  per- 
haps one-third  of  Pullman's  earnings 
and  with  the  outlook  for  the  world- 
wide petroleum  and  chemical  indus- 
tries increasingly  favorable,  Osborne 
figures  he  has  reduced  the  chances 
of  sharp  declines. 

Yet,  for  all  his  conservatism,  Osborne 
is  well  aware  that  something  more 
exciting  can  be  done  with  all  the 
technical  knowhow,  capital  and  man- 
agement depth  Pullman  has  at  its 
disposal.  Since  1964  Pullman's  long- 
teiTn  debt  has  climbed  from  nothing 
to  $60  million.  Leasing  operations 
have  been  stepped  up.  Pullman's 
Trailmobile  division,  which  makes 
trailers  and  containers,  is  steadily 
growing.  And  the  1970  acquisition  of 
Aloe  Coal  Co.  gives  Pullman  a  foot- 
hold in  big-city  trash-disposal  systems; 
M.W.  Kellogg  will  design  the  waste- 
collection  stations,  while  the  Pullman 
division  will  build  the  cars  to  trans- 
port it  from  cities  to  rural  land-fill 
sites.  The  potential  is  there. 

Ultimately,  then,  the  situation  is 
not  so  much  that  Pullman  doesn't 
know  a  good  thing,  but  rather  that 
it  doesn't  always  plunge  in  hell-for- 
leather.  As  Osborne  sees  it,  that's  not 
necessarily  a  vice;  he's  fond  of  saying 
that  there  is  more  than  one  way  to 
run  a  company  and  more  than  one 
set  of  legitimate  objectives  to  pursue 
for  your  stockholders.  ■ 


The  More  The  Merrier,  like  fhe  aufo  industry,  Pullman  makes  use  of  assembly  lines  to  lower  its  costs  and  lift  output. 


Is  this  the  parking  problem 
in  your  town? 


A  multi-level  parking  structure  can  solve  the  problem  fast. 
Framed  with  steel,  it  can  grow  as  your  needs  grow. 

There  simply  aren't  enough  parking  places  in  most  cities.  And 
with  the  number  of  vehicles  on  the  road  expected  to  increase 
by  18  million  in  the  next  five  years,  the  end  of  the  parking 
problem  is  nowhere  in  sight. 

In  many  cities,  especially  in  congested  downtown  areas,  multi- 
level parking  structures  help  relieve  the  parking  pressure. 
Many  such  structures  are  framed  with  steel.  Steel  is  strong, 
adaptable,  economical.  It  can  lighten  the  structure,  shorten  con- 
struction time,  provide  more  usable  floor  space.  And  a  steel 
frame  can  be  easily  designed  for  future  expansion — either  up- 
ward or  sideways. 

Research  by  Bethlehem  has  developed  better  and  lighter  steels 
for  construction,  and  lowered  the  cost  of  all  kinds  of  structures— 
from  high-rise  office  buildings  to  one-story  schools. 


BETHLEHEM  STEEL 
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Steel-framed  parking  structures  provide  ecor 
flexibility  tomorrow.  And  they  are  attractive. 
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uter  &  Co. 


When  you  go  Octoputer,  a  3  billion  dollar 
communications  company  backs  you  up  all  the  way 


Getting  a  new  computer  system  is  no  joke. 
It  involves  lots  of  money. 
And  important  decisions,  like  the  maker 

and  the  equipment. 

And  then  getting  the  equipment  going 

and  keeping  it  going. 

RCA's  making  it  all  easier 

We  make  your  decisions  easier 

Most  of  our  salesmen  started  as  systems 

men.  They've  put  systems  together  They 

know  your  problems.  So  they  know  what 

you  need  at  least  as  well  as  you  do. 
We  make  getting  a  computer  easier 
Check  our  new  plan  that  combines  the 

economy  of  a  purchase  with  the  flexibility 

of  a  lease. 


No  other  computer  maker  has  a  plan  like  it. 

We  make  the  switch-over  from  your  old 
system  easier 

Our  systems  men  are  known  as  some  of 
the  best  in  the  business.  Just  ask  our  cus- 
tomers. 

We've  made  computing  easier  too. 

The  Octoputers  bring  computing  to  you, 
instead  of  vice  versa.  Use  yours  from  across 
the  room  or  across  the  country. 

It's  a  concept  called  remote  computing. 
It's  based  on  communications,  RCA's  trump 
card. 

Get  an  Octoputer,  and  you  get  RCA. 

That's  a  lot  of  company  to  keep  you 
company. 


RCil 

COMPUTERS 


Where  Angels  Fear  To  Tread 

Deltec  is  an  unusual  company  operating  in  a 
difficult  area  and  with  big,  very  big,  plans. 


Deltec  Intebnational  Ltd.  is  an  ex- 
traordinary company  headed  by  a  man 
who  approaches  his  job  with  almost 
missionary  zeal.  It  has  two  principal 
but  seemingly  disparate  businesses: 
meatpacking  and  financial  underwrit- 
ing. The  bulk  of  its  properties  and 
businesses  are  located  in  Latin  Amer- 
ica. Its  boss,  Clarence  Dauphinot,  57, 
is  an  American  of  French  descent  who 
has  spent  most  of  his  working  life  in 
South  America. 

At  the  end  of  World  War  II,  Dau- 
phinot was  a  foreign  bond  trader  for 
Wall  Street's  Kidder,  Peabody  &  Co. 
He  became  entranced  with  the  possi- 
bilities of  South  America's  then  near- 
ly dormant  capital  market.  With  back- 
ing from  two  Kidder  partners,  Dau- 
phinot packed  his  bags  for  Brazil. 
While  cooling  his  heels  for  two  years 
waiting  for  a  license  to  operate  there, 
Dauphinot  stayed  solvent  by  selling 
frying  pans  and  Old  Crow  whiskey 
in  the  provinces. 

By  1969  Deltec  was  easily  the  big- 
gest thing  in  South  American  finance, 
doing  $200  million  a  year  worth  of 
business  selling  Latin  corporate  and 
government  paper  to  Europeans  and 
North  Americans  and  trading  on  the 
local  exchanges.  It  also  had  an  interest 
in  several  key  South  American  banks, 
owned  one  of  Brazil's  leading  mutual 
funds,  plus  flour  mills,  a  land  develop- 
ment company,  a  sugar  plantation  and 
a  Venezuelan  office  building.   While 


profits  on  investment  banking  and  on 
manufacturing  were  continuously 
eroded  by  the  vagaries  of  Latin  Amer- 
ican prices  and  currencies,  Deltec  was 
still  a  strong,  growing  little  company. 
It  had  cemented  relationships  with 
local  interests  and  prestigious  foreign 
banks  and  investment  houses. 

Out  on  a  Limb 

Then  last  year,  Deltec  did  a  funny 
thing.  It  stuck  its  neck  way  out  by 
merging  with  the  ailing  International 
Packers,  Ltd.,  a  big  (1969  sales:  $360 
million)  meatpacker  with  most  of  its 
interests  in  Argentina  and  Brazil  and 
lesser  ones  in  Australia  and  New  Zea- 
land. Dauphinot  and  his  associates 
ended  up  with  about  23%  of  the 
merged  company  (34%  if  they  were 
to  convert  the  743,000  shares  of  pre- 
ferred stock  also  in  the  deal) . 

What  did  Dauphinot  want  with 
such  a  strange  merger?  Not  only  was 
IPL  a  meatpacking  company,  it  was 
also  a  highly  cyclical  one  whose  prof- 
its, such  as  they  were,  got  ravaged 
whenever  a  host  country  devalued  its 
currency— which  was  often.  It  had 
been  in  the  red  on  operations  four  of 
the  past  six  years.  Then  there  is  the 
constant  threat  of  nationalization. 

Answers  Dauphinot:  "What  did  we 
want  with  it?  One  of  the  big  problems 
International  Packers  has  had  is  a  lack 
of  adequate  financial  planning.  And 
the  biggest  factor  in  worldwide  food 


'There's  more  leverage  in  food  than  in  finance,"  says  Delfec's  Dauphinot. 


distribution  is  financing.  We  hope  we 
can  help  here.  IPL  in  turn  has  depth  in 
manufacturing  personnel  which  We 
need  for  our  other  manufacturing  in- 
vestments." 

Dauphinot  says  he  is  sold  on  IPL's 
future.  "There's  a  growing  market  for 
cheap  meat  products  all  over  the 
world,"  he  says.  "We  can  produce 
meait  products  in  Argentina  cheaper 
than  anywhere  else  in  the  world,  Bra- 
zil is  second  cheapest  and  Australia 
is  third.  And  we're  talking  about  man- 
ufactured food  products,  not  a  com- 
modity. Our  meat  is  cooked,  boned 
and  canned." 

Before  the  merger,  IPL  was  an 
American  company,  based  in  Chicago 
(reflecting  its  origin  as  an  amalgam 
of  Swift's  and  Armour's  Latin  opera- 
tions). As  such,  it  was  often  subject  to 
double  taxation— U.S.  and  foreign— on 
its  profits.  Now  as  Deltec  International 
it  is  a  Nassau-based  nonresident  Cana- 
dian company.  As  a  multinational  com- 
pany it  pays  taxes  only  in  the  countries 
in  which  it  has  local  operations. 

Dauphinot  realizes  he  has  taken  on 
a  tall  order.  "I'm  always  accused  of 
being  a  missionary  and  of  not  being 
interested  in  making  a  profit,"  he  says. 
"But  I  assure  you  we  think  we  can 
make  the  meat  business  as  profitable 
as  we've  made  the  financial  business." 

Dauphinot  knows  Latin  America 
and  he  knows  that  a  foreign  company 
in  basic  resources  such  as  land  and 
ranching  (IPL  raises  and  fattens  live- 
stock as  well  as  slaughtering  and  pack- 
ing them)  has  an  uncomfortably  high 
profile.  With  this  in  mind,  he  is  taking 
in  local  partners  in  the  physical  prop- 
erties; he  intends  for  IPL  to  end  up  as 
a  minority  stockholder  in  these  proper- 
ties and  to  concentrate  its  capital  and 
knowhow  on  marketing— a  less  touchy 
business.  As  he  gets  money  out  of 
these  properties,  the  chances  are  good 
that  he  will  put  it  to  work  in  other 
businesses  in  these  countries— and  in 
ways  that  will  contribute  to  economic 
development. 

The  stock  market  isn't  at  all  con- 
vinced: Deltec's  shares  have  fallen 
from  23  to  9  in  the  year  or  so  since 
they  were  first  listed  on  the  New  York 
Stock  Exchange.  After  all,  the  earn- 
ings trend  is  scarcely  encouraging. 
Over  the  last  two  years,  because  of 
soaring  interest  costs,  net  income  from 
Deltec's  financial  business  has  fallen 
from  $2.1  million  in  1967  to  just 
$890,000  last  year  on  nearly  twice  the 
business.  And  in  the  first  quarter  of 
1970  meatpacking  operations  devel- 
oped problems,  forcing  Deltec  to  re- 
port a  loss  of  $610,000.'^But  Dauphinot 
pulled  it  ofl  once  before— in  finance. 
Maybe  if  he  does  it  again,  this  time  in 
meat  distribution,  he'll  convince  even 
the  financial  people.  ■ 

FORBES,   APRIL   1,    1970 


Casey  knows  that 
Fruehauf  makes  trailers. 

So  do  Paine,  Webber, 
Jackson  and  Curtis. 

But  you  can  bet  they 
don't  know  what  Casey  knows 
^bout  the  Fruehauf  Trailers  that 
ride  on  trains. 

"Piggyback"  trailers. 

Casey  ought  to  know 
about  them  .  .  .  because  he's 
probably  hauled  more  Fruehauf 
piggybacks  behind  his  engine 
than  there  are  railroad  ties 
between  Atchison  and  Topeka. 
Or  even  Santa  Fe. 

And  Casey's  mighty  glad 
to  have  those  piggybacks  too. 
They  save  him  time.  He  used  to 
wait  endlessly  in  Louisville  while 
stevedores  loaded  lO.CXX)  cases  of 


Kentucky  bourbon  into  his  boxcars 
case  by  case.  Now  the  same 
loading,  with  the  cases  pre- 
packed in  Fruehauf  piggybacks, 
takes  a  fraction  of  the  time. 

So  the  piggies  go  to 
market  much  earlier. 

Casey's  also  seen  the 
other  ways  in  which  Fruehauf's 
become  the  foremost  containerizer 
of  the  transportation  industry. 

On  the  same  train^l^j^'l 
that  he  pulls  Fruehauf        ^  *•  - 
piggyback  trailers,  he 
also  pulls  Fruehauf  con- 
tainers. Containers 
likely  to  be  riding  on 
Fruehauf's  Magor  railcars. 

And  wouldn't  you 
know  it?  When  Casey's 
freight  gets  to  seaport, 


Fruehauf's  giant  Paceco  Portainer* 
dock-side  cranes  unload  those 
Fruehauf  containers.  And  then 
re-load  them  into  ships  outfitted 
for  containerization  at  Fruehauf's 
Maryland  Shipyard. 

If  you  catch  Casey  down 
at  some  raiiyard  sometime,  ask 
him  about  it:  "I  usta  think  a 
Fruehauf  was  just  a  road  trailer. 
Now  I  see  those  Fruehauf  con- 
tainers, and  gondolas,  and 
flatcars,  and  cranes,  and 
piggybacks  all  the  time  ..." 

Yep,  Casey  Middleton 
probably  knows  more  about 
Fruehauf's  involvement  with 
all  things  that  haul  goods  than 
do  Paine,  Webber, 
Jackson  or  Curtis. 
That  is,  up  until 
this  moment. 


"Casey" 
probably  knows  more 
about  Fruehauf  than 
Paine,Webber, 
Jackson  or  Curtis. 


"Portainer  ie  a  registered  frademarV.. 
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We  understand  you  think  that  the 
way  to  make  corporate  reports  more 
meaningful  is  to  make  them  less  ob- 
jective. Why  do  you  say  that? 

Davidson;  Our  information  today  is 
objective  but  it's  out  of  date.  Our 
economy  is  becoming  more  intangi- 
ble-oriented; companies  are  making 
very  substantial  investments  in  knowl- 
edge. The  result  is  that  accounting, 
which  has  a  tangibility  bias,  is  be- 
coming worse— not  because  of  any  rel- 
ative change  in  accounting,  but  be- 
cause of  a  growing  emphasis  in  the 
areas  where  accounting  is  inadequate. 
The  plain  fact  is  that  the  invest- 
ment in  nontangible  assets  of  most 
companies  is  growing  very  rapidly, 
but  it's  not  being  recorded  on  their 
books.  I'm  talking  about  things  like 
the  development  of  knowledge,  re- 
search, selling  new  products  through 
advertising,  developing  employees. 

Migawd!  You're  opening  the  door 
to  even  more  flummery  than  we've  al- 
ready got! 

Davidson:  Perhaps,  but  we've  got  to 
give  up  some  objectivity  to  get  eco- 
nomic relevance,  to  get  meaning. 
What's  been  happening  is  that  we've 
been  giving  up  too  much  meaning  to 
get  objectivity.  People  like  to  see  an 
asset,  they  want  to  be  able  to  kick  it. 
They  aren't  really  sure  an  introduc- 
tory advertising  campaign  will  pay 
off,  so  they  expense  it  all.  They  car- 
ry it  at  zero.  They  feel  that  somehow 
zero  is  not  an  arbitrary  number.  Look, 
accounting  can  never  be  precise.  I 
realize  that  we'll  probably  never  get 
a  method  that  will  come  up  with  a 
firm's  real  income.  Hut  investors  are 
going  to  demand  that  we  come  closer 
to  reality. 

What  do  you  mean  by  reality? 

Davidson:  Take  what  the  drug  com- 
panies spend  on  research— I  suppose 
1U%  to  15%  of  sales.  All  of  this  is  ex- 
pensed without  regard  to  whether 
Merck  develops  a  German  measles  vac- 
cine or  some  product  that  has  no 
market  at  all.  Undei  present  account- 
ing, it  Merck  wanted  to  increase  its 
profits  s  ibstantially  for  one  year  with 
out  regard  for  the  future,  what  it  would 
do  is  cut  out  research.  It  would  pro 
d'.ice  higher  reported  earnings.  But 
]r  .  real  would  they  be?  The  ;>, 'v 
1  ulyzes  drug  firms  has  to  ■^^k; 
'^  '  their  reported  profits?  .Vnd 

"'i^  ntage    of    their    sales    do 

lliiv  Ml   R&D?  He  has   to  go 
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Accounting  should  be  more  precise,  right? 

No,  says  the  Dean  of  the  University  of  Chicago's 

Business  School.  Quite  the  contrary. 

It  should  be  more  impressionistic,  less  precise. 


Davidson  of  U.  of  C.  Business  School 


Sidney  Davidson  is  Dean  of  the  Graduate  School  of  Business  at  the 
University  of  Chicago,  a  professor  of  accounting  and  a  member  of  the 
prestigious  Accounting  Principles  Board  of  the  American  Institute  of 
Certified  Public  Accountants. 

Like  most  thoughtful  accountants,  he  is  concerned  about  misleading 
corporate  reporting.  Unlike  many,  however,  he  doesn't  argue  for  more 
precision,  but  for  less.  Yes,  for  less  precision.  But  don't  take  our  word  for 
it.  Here's  a  summary  of  our  interview  with  Davidson. 


outside  the  financial  records  to  get  this 
highly  important  information. 

So  you  would  estimate  the  lasting 
value  of  some  expenses,  and  carry 
them  as  an  asset  to  be  amortized 
against  future  earnings? 

Davidson:  That's  right.  But  you  have 
to  do  it  on  a  company-by-company  ba- 
sis. If  you  set  up  a  uniform  rule,  you'd 
be  writing  off  stuff  too  soon  for  some, 
too  late  for  others.  You  would  go  by 
each  company's  historical  experience. 
The  auditors  will  know  what  it  is; 
you  don't  just  rely  on  management. 

Okay.  How  about  advertising  costs? 
■'■■f  they  an  "asset"? 

Davidson:  This  is  much  harder,  but 
it  has  to  be  done.  One  of  the  big  oil 
companies,  for  example,  recently  ran 
an  enormously  expensive  introductory 
ad\ertising  campaign  in  Hawaii.  Their 
advertising  expenditures  must  have 
been  at  least  half  of  their  sales  there 


last  summer.  Now  that  division  will 
show  a  big  loss  for  the  year.  But  if  the 
advertising  develops  brand  loyalty, 
you've  got  something  more  valuable 
than  the  bricks  and  mortar  that  went 
into  their  gasoline  stations.  How  much 
is  that  worth?  That's  pretty  hard  to 
say,  but  it's  not  quite  clear  what  serv- 
ice life  we  use  for  depreciating  a  gaso- 
line station  either.  I  know  I'm  wrong 
if  I  write  off  all  the  advertising  ex- 
pense; I  know  I'm  wrong  if  I  don't 
write  any  of  it  off. 

There  goes  everybody's  illusion  that 
reported  canUngs  are  sotyiething  solid, 
real  money  in  the  bank.  You'd  let  an 
imscrupulous  management  do  any- 
thing it  wanted,  and  nobody  would 
believe  earnings  reports  anymore. 

Davidson:  On  the  contrary,  these  at- 
tempts to  be  objective  cause  all  sorts 
of  difficulties.  For  instance,  suppose 
your  company  has  $100  million  in 
long-term  4/2%  bonds  outstanding. 
They  are  carried  on  the  books  at  par. 
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Transov 

the  gas  fransmission  company 

with  earnings  up  I7years  straight 


We  started  20  years  ago  as  one  company  with  one  service.  Nat- 
ural gas  transmission.  We  are  still  one  company  with  one  service. 
Natural  gas  transmission. 

But  we're  now: 

•  A  $l-billion-plus  company  (with  a  new  plant  investment  ap- 
proaching half  a  billion  dollars  in  three  years). 

•  A  corporation  with  60,000  shareowners. 

•  A  pipeline  system  that  now  totals  nearly  8,500  miles.  From  Texas 
through  the  mushrooming  Southeast  along  the  Atlantic  seaboard 
and  up  through  the  Northeast  megalopolis. 

By  pioneering  the  use  of  large-diameter  pipe,  we've  been  able  to 
deliver  gas  at  the  lowest  rates  in  Transco's  marketing  areas:  The 
densest  population  area  in  the  U.S.,  with  the  lowest  saturation  in  the 
use  of  gas. 

A  built-in  growth  potential.  For  Transco.  And  for  Transco's  major 
customers,  some  of  the  highest  rated  utility  companies  in  the 
country. 

Our  profitability  and  growth  records  are  among  the  best  in  the  indus- 
try. In  1969,  earnings  from  operations  rose  for  the  17th  straight  year. 
An  average  increase  of  12%  a  year  resulting  from  pipeline  operations. 


NET  INCOME  FROM  OPERATIONS 


$  MILLIONS 
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Will  we  continue  to  grow  without  acquisitions  or  mergers? 

Transco's  President,  James  B.  Henderson: 

"Our  decisions  not  to  diversify  are  based  on  the  principle  that  we 
put  our  funds  to  work  where  they  will  do  the  most  good  for  our  stock- 
holders. If  we  see.  an  opportunity  to  do  better  than  we  have  been 
able  to  do  in  the  transportation  of  natural  gas,  we  will  consider  that 
proposal  seriously  and  without  prejudice." 

Transco,  the  gas  transmission  company  that  performs. 

Transcontinental  Gas  Pipe  Line  Corporation,  Houston,  Texas. 
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But  a  they  still  have  15  years  to  run, 
they're  worth  no  more  than  about  $60 
million  because  of  rising  interest  rates. 
That  $100-million  valuation  is  just 
completely  out  of  date,  but  we  cling 
to  it  because  the  figures  we  arrived 
at  when  we  issued  the  bonds  were  so 
objective.  The  problem  is  this:  If  man- 
agement, particularly  a  new  manage- 
ment, wants  to  shoot  for  short-range 
earnings  performance,  it  can  reac- 
quire a  whole  bunch  of  those  bonds, 
paying  60%  of  par,  and  report  the  dif- 
ference as  earnings.  We  could  have 
prevented  this  by  gradually  writing 
down  the  value  of  the  bonds  as  the 
bond  market  declined. 

Now  the  opposite  happens  too.  A 
conspicuous  example  is  Owens-Illinois, 
which  has  long  been  a  substantial 
stockholder  in  Owens-Corning  Fiber- 
glas.  These  shares  are  on  the  books 
at  cost  although  their  market  value 
has  gone  up  substantially.  This  led  to 
an  ironic  situation  a  few  years  ago 
when  O-I  sold  some  of  the  Owens- 
Corning  stock.  There  was  a  capital 
gain,  of  course,  but  that  year  the 
market  price  of  Owens-Corning  had 
fallen  quite  a  bit.  So,  the  only  year  in 
which  Owens-Illinois  reported  a  prof- 
it on  this  stock  was  a  year  in  which 
it  really  had  a  loss  on  it. 

Conservatism  also  causes  us  to 
undervalue  the  assets  of  most  natural 
resources  companies.  We  capitalize 
the  cost  of  success,  an  oil  well,  for 
example,  but  expense  the  cost  of  fail- 
ure, in  this  case,  a  dry  hole.  A  suc- 
cessful oil  well  may  be  worth  ten 
times  what  our  costs  are  but  our 
books  never  show  this. 

What  do  you  suggest? 

To  be  more  realistic,  we  can  go  to 
what's  known  as  full  costing.  That  is, 
if  in  any  one  large  field  we  hit  our 
average  number  of  producing  wells, 
we'll  capitalize  all  of  the  exploration 
costs  of  that  field.  There  would  still 
^e  controversy— you  know,  how  big 
is  a.  field-but  I'd  rather  deal  with 
that  than  continue  as  we  are  now. 

What  I'm  proposing  would  elimi- 
■lale  what  Northern  Illinois  Cas  Co.,  a 
iili'liv  pyperienced  a  few  years  ago 
went  into  gas  prospecting. 
i\o\v  uicy  were  hitting  the  stul;  pret- 
ty good,  but  they  v/ere  slow  punining 
it  out  of  the  ground.  So  each  year 
■  •"■■  were  losing  ir.or.ey  on  this  busi- 
despite  successful  exploration  ef- 
forts. (  iipitalizing  their  expenses  field 
by  field  wotildn't  have  made  the  busi- 
ness profitable  in  those  first  jears,  but 
it  wouldn't  have  been  unprofitable. 


Let  me  horrify  you  more.  Despite 
what  you  say  about  not  wanting  to 
rely  on  management,  I  would  like  to 
see  the  budget  for  1970  published  in 
the  1969  annual  report.  I'd  like  to  see 
the  comparative  statements  turned  in- 
to three  columns:  last  year,  the  year 
before  and  the  budget  for  next  year. 
Can  you  think  of  anything  more  in- 
teresting? You  know,  I  always  ask  my 
classes:  If  you  could  only  have  one 
figure  about  a  company,  which  would 
you  like?  Almost  unanimously,  they'll 
say  earnings  per  share.  But  the  smart- 
est student  is  the  one  who  will  say 
give  me  earnings  per  share  for  next 
year.  Now  we  can't  give  next  year's 
earnings,  but  we  can  give  manage- 
ment's best  guess. 


What  a  nice  way  to  run  your  stock 
up,  make  your  options  good,  make 
mergers  on  favorable  terms. 

Davidson:  Well,  management  would 
not  win  any  prizes  if  estimated 
earnings  would  be  $3  a  share  and  they 
turned  out  to  be  $2.40.  Now,  I  agree, 
when  the  $3  estimate  came  out,  the 
price  of  the  stock  might  go  up.  But 
after  a  while  the  market  would  dis- 
cover who  chronically  overestimates 
and  who  chronically  underestimates. 

How  detailed  would  you  want  the 
budgets  to  be? 

Damdson:  At  least  as  detailed  as  the 
financial  statements. 

In  other  words,  if  a  multicompany 
reported  earnings  from  six  areas,  it 
should  predict  ne.xt  year's  earnings 
for  those  six? 


Davidson:  Right. 

You  said  that  companies  will  have 
to  sliow  the  increased  importance  of 
people.  Hotv? 

Davidson:  By  giving  the  amount  of 
money  spent  on  training,  the  amount 
of  employee  turnover,  the  absentee 
rate.  Much  of  this  will  be  in  footnotes 
and  tables,  but  all  attested  to  by  the 
accountant's  opinion.  Now  customer 
morale  is  just  as  important  as  em- 
ployee morale.  So  I  also  expect  be- 
fore long  to  see  figures  for  order  back- 
logs, order  cancellations  and  market 
shares  included  in  the  annual  report. 
Backlogs  in  many  ways  are  more  im- 
portant than  most  of  the  things  we  do 
report  now.  They  show  the  trend  of 
future  business. 

I  can  see  it  now.  Corporate  moguls 
will  complain  that  you're  forcing  them 
to  give  aid  and  comfort  to  the  compe- 
tition by  revealing  market  shares. 

Davidson:  Well,  I'm  old  enough  to 
remember  how  the  companies  pro- 
tested when  the  accountants  insisted 
that  they  report  sales  rather  than  gross 
margins.  It's  very  rare  that  competi- 
tors don't  already  know  what  your 
market  shares  are.  But  I  guess  the 
real  answer  is  that  if  there  is  a  slight 
disadvantage,  some  stockholders  will 
have  to  suffer,  relatively,  to  get  a 
more  efi^ective  working  of  the  securi- 
ties markets  as  a  whole. 

7  can  see  that  this  would  take  away 
some  of  the  advantages  that  the  big 
professionals  have.  As  things  now 
stand,  they  often  get  this  information 
but  the  small  investor  doesn't.  Then 
who  tvould  need  mutual  fimds  or  in- 
vestment managers? 

Davidson:  Let  me  put  forth  a  hy- 
pothesis: If  you  feel  that  what's  pub- 
lished is  fiction  and  you  know  better 
than  other  people  the  ways  fiction  de- 
viates from  reality,  does  this  not  give 
you  an  advantage?  I'm  not  saying  this 
is  the  attitude  of  mutual  fund  mana- 
gers. But  the  largest  single  asset  they 
have  is  the  capital  represented  by 
their  own  knowledge.  In  a  sense, 
therefore,  better  financial  reporting 
would  be  eroding  their  capital.  But 
we  must  have  better  reports  to  mini- 
mize the  amoinit  of  adjustment  neces- 
sary to  get  realism  and  to  minimize 
the  number  of  hot  tips  about  where  a 
company  really  is.  Just  remember,  it's 
better  to  be  vaguely  right  than  pre- 
cisely wrong.  ■ 
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Come  to  the  Harris. 
It's  worth  the  trip. 

Do  we  really  think  there's  reason  for  a  Dallas 

businessman,  or  an  Atlanta  businessman,  to 

come  to  Chicago  for  a  bank? 

We  do.  In  fact,  each  year,  the  Harris,  with  its 

innovative  approach  to  business  problems, 

serves  more  and  more  major  corporations  across 

the  nation  and  abroad.  You'll  see  why, 

as  you  leaf  through  this  booklet. 

You'll  find  descriptions  of  our  unique  Capital 

Planning  Service,  our  highly-sophisticated  Merger 

and  Acquisition  Service,  and  other  interesting 

examples  of  Harris  savvy. 

(If  someone's  already  removed 

the  booklet,  you  can  get 

another  copy  by  writing  to 

Ray  Klaus  at  the  Harris.) 
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1 1 1  West  Monroe  Street,  Chicago,  Illinois  60690 
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Organized  as  N.  W.  Harris  &.  Co.  1882, 
Incorporated  1907.  Member  Federal  Depo 
Insurance  Corporation,  Federal  Reserve  System. 
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Even  Computers  Say,  'We,  Too!" 

Just  to  stay  in  the  race  with  General  D/lills, 
Pillsbury  has  had  to   change  its  ways. 


Catching  up  with  General  Mills  had 
been  a  fond  dream  of  Pillsbury  presi- 
dents ever  since  the  men  who  founded 
the  two  onetime  flour  mills  used  to 
share  a  cottage  on  Minnesota's  Lake 
Minnetonka.  Today,  many  decades 
later,  Pillsbury  management  still  has 
that  dream.  But  lately  there  hasn't 
been  much  time  for  dreaming.  Just 
staying  in  the  race  has  dictated  sweep- 
ing changes  in  Pillsbury's  policy  and  a 
major  corporate  overhaul. 

A  few  years  ago,  it  looked  as  if 
General  Mills  had  raced  so  far  ahead 
that  Pillsbury  was  no  longer  even  in 
the  running.  In  1960  and  1961  Big 
G's  operating  profit  margin  was  slight- 
ly below  Pillsbury's.  By  1966,  how- 
ever, General  Mills'  had  shot  up  from 
4.9%  to  11.4%,  while  Pillsbury's  inched 
up  from  5.8%  to  only  6.9%.  As  a  result, 
Big  G's  earnings  tripled  in  just  five 
years  to  $30  million,  while  Pillsbury's 
ro.se  only  58%  (to  $12.1  million).  A 
computer-struck  ex-Air  Force  General 
named  Ed  Rawlings  had  completely 
reorganized  General  Mills,  cutting  out 
marginal  businesses,  computerizing  op- 
erations wherever  possible,  and  ex- 
panding into  higher-margin  specialty 
chemicals,  toys  and  games  as  well  as 
related  food  fields. 

Worried  Pillsbury  Chairman  Paul  S. 
Gerot  had  cautiously  followed  suit  for 
a  time,  computerizing,  expanding  suc- 
cessfully    into     sugar-free     beverage 


mixes,  artificial  sweeteners  and  refrig- 
erated baked  products,-  and  acquiring 
small  companies  in  related  food  areas 
like  poultry  and  in  the  same  businesses 
overseas.  Pillsbury's  margins  widened 
to  7.8%,  and  its  earnings  rose  63%  in 
four  years.  But  then  Gerot  lost  his 
nerve  and  began  to  fight  General 
Mills  in  traditional  fashion.  First  he 
tried  to  boost  Pillsbury's  profitability 
by  bucking  the  industry's  "cents  off" 
trade  allowance  system— a  move  that 
quickly  caused  Pillsbury  to  lose  nearly 
a  fourth  of  its  cake-mix  business. 
Then  he  threw  30  new  products  on 
the  market  simultaneously,  most  of 
which  were  untested.  That  didn't 
work  too  well  either,  and  in  1966 
Pillsbury's  earnings  fell  3%  despite  a 
9%  growth  in  sales. 

Compefifion  b^  Computer 

The  next  year,  1967,  Gerot  was 
replaced  as  chief  executive  by  a 
school-of-hard-knocks  marketing  man 
named  Robert  J.  Keith,  56.  A  lawyer 
turned  computer  whiz  named  Ter- 
rance  Hannold,  57,  took  over  as  presi- 
dent. Together  Keith  and  Hannold 
pressed  the  attack,  following  boldly  in 
General  Mills'  footsteps  where  Gerot 
had  lost  heart. 

What  made  that  attack  possible, 
Hannold  says,  were  the  computers 
Pillsbury  keeps  in  the  basement  of  its 
office  building  located  in  Minneapolis. 


8/g  Bite.  Expanding  at  the  rate  of  150  stores  a  year  in  the  fast-food 
field,  Pillsbury  is  counting  heavily  on  Burger  King's  franchising  know- 
how  and  its  success  with  fare  like  the  "Jumbo  Yumbo"  shown  below. 
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Pillsbury  was  too  highly  centralized, 
and  the  computers  in  themselves  en- 
abled Pillsbury  to  decentralize.  Says 
Hannold:  "The  computers  gave  us  a 
management  information  system  we 
had  confidence  in." 

With  that  system  functioning  smooth- 
ly, a  flurry  of  mathematical  models  of 
company  operations  was  created  to 
pick^out  trouble  spots.  "We  have  very 
extensive  mathematical  design  groups, 
in  engineering  of  course,  but  also  in 
'marketing  and  finance,  and  increasing- 
ly in  distribution,"  says  Hannold. 
Those  models,  he  says,  soon  pointed 
out  the  basic  weaknesses  in  Pillsbury's 
shotgun  approach  to  new  products. 
As  a  result,  tighter  management  con- 
trols were  quickly  slapped  on  Pills- 
bury research. 

"Previously,  we'd  followed  too  many 
projects,  investigated  too  many  areas, 
and  as  a  result  introduced  more  prod- 
ucts than  the  market  really  wanted, 
without  enough  difi^erentiation  in 
them.  Now  we've  broadened  and  up- 
graded our  research  talent  and 
changed  the  emphasis  so  that  we 
bring  out  products  we  feel  are  im- 
portant and  have  a  basic  uniqueness." 
Recent  examples  include  such  new 
products  as  Space  Food  Sticks  and 
dehydrated  cake  mixes. 

Even  more  important,  the  Pillsbury 
computers  have  given  Keith  and  Han- 
nold the  confidence  to  tackle  totally 
unfamiliar  businesses  like  fast-food 
franchising.  Back  in  the  summer  of 
1967,  just  three  months  before  their 
promotions,  Keith  and  Hannold  pro- 
duced reams  of  computer  studies  that 
led  to  the  acquisition  of  Miami's 
fledgling  Burger  King  chain,  which 
then  had  sales  of  over  $12  million. 
"We  knew  nothing  much  about  fran- 
chising, and  we  knew  we  would  be 
taking  quite  a  plunge  financially  going 
this  route,"  says  Hannold.  "So  we  built 
a  mathematical  model  of  the  companv' 
as  we  perceived  it  and  ran  it  40  or  50 
times  on  difl^erent  assumptions."  The 
computer  said:  "Go." 

Having  taken  on  Burger  King. 
Keith  and  Hannold  pulled  out  all  the 
stops  expanding  the  operation.  So  far 
this  fiscal  year  (which  ends  May  31), 
Pillsbury  has  spent  some  $26  million, 
over  half  of  its  total  capital  expendi- 
tures, buying  real  estate  and  con- 
structing new  restaurants.  "We've 
opened  about  150  Burger  Kings  tliis 
year  alone,"  says  Hannold.  With  625 
restaurants  now  in  operation.  Burger 
King  will  account  for  nearly  20%  of 
Pillsbury's  fiscal  1969  sales  estimated 
at  $620  million,  and  perhaps  a  fouitli 
of  its  net  income.  At  about  $100  mil 
lion  in  volume,  it  now  ranks  a  stronj 
second  to  McDonald's,  the  industr 
loader,  which  has  roughly  twice  a 
many   restaurants.   So   far   the   failun 
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Introducing  preventive  medicine 
for  office  copiers. 


Savins  are  designed  to  stay 
healthy.  Our  preventive  medi- 
cine starts  right  at  the  design. 
Example:  one  major  cause  of 
copier  breakdown  is  that 
sheets  of  copy-paper  get 
jammed  up.  Savin  avoids  that 
danger.  Because  Savin  uses 
a  roll  of  copy-paper,  instead 
of  sheets. 


Regular  check-ups  keep 
Savin  copiers  healthy.  A 
Savin  Customer  Relations 
Representative  will  visit  your 
office  to  check  on  your  Savin 
regularly.  To  make  sure  it's  operating  perfectly. 
To  make  sure  it's  producing  perfect  copies.  To 
make  minor  adjustments.  To  instruct  your  peo- 
ple on  its  operation.  This  check-up  is  automatic. 
And  it  goes  with  every  Savin  we  sell.  And  it's  just 
one  reason  Savins  stay  healthy. 


Another  example  of  healthy 
design:  Savins  are  top- 
loaders.  The  original  stays  on 
the  outside  of  the  copier,  on  a 
copying  glass.  Result:  the 
original  never  gets  stuck  in 
the  works.  So  the  Savin  keeps 
on  working.  And  originals 
don't  get  damaged  or  ruined. 


Check-up  on  the  Savin.  Call 
your  nearest  Savin  represen- 
tative.Havehimbringina 
Savin  copier,  so  you  can 
check-out  all  its  features.  Like 
how  much  it  can  produce. 
How  easily  it  produces.  And  how  well.  Only  one 
thing  you  won't  see — the  Savin  check-up.  And 
that  comes  about  one  month  after  delivery  of 
your  Savin.  Automatically. 

Savin  Business  Machines  Corporation, 
1 61  Sixth  Ave.,  New  York,  N.Y.  1 001 3. 
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SAVIN  COPIERS.  WE  LOVE  TO  REPEAT  OURSELVES 


In  lost  50  seconds  you  can 

do  a  fast  version  of 

the  Minute  Waltz... 

cook  one  side  of  a  minute  steak... 

shave  half  your  face... 

or  get  a  confirmed  reservation 

at  any  one  of  400 

Howard  Johnson's  Motor  Lodges. 


Just  50  seconds.  That's  all  it  takes  with  Howard  Johnson's 
computerized  Instant  Host  Reservation  Service.  In  just  50 
seconds  any  one  of  our  400  Motor  Lodges  will  confirm  your 
reservation  at  any  of  our  other  Lodges.  A  reservation  that 
guarantees  your  room  will  be  ready  and  waiting  when  you 
arrive.  Or  call  any  of  these  Reservation  Sales  Offices: 


Atlanta,  Georgia  404-261-0500 
Boston,  Mass.  617-482-5467 
Charlotte,  N.C.  704-375-7311 
Chicago,  Illinois  312-297-1550 
Cincinnati.  Ohio  513-241-1085 
Cleveland,  Ohio  216-241-6475 
Dallas,  Texas  817-261-4948 
Detroit,  Michigan  313-964-6820 
Houston,  Texas  713-748-1775 
Indianapolis,  Ind.  317-639-5394 
Jacksonville,  Fla.  904-791-0266 


Kansas  City,  Mo.  816-461-8862 
Miami,  Florida  305-358-3873 
Minneapolis,  Minn.  612-927-6581 
New  York,  N.Y.  212-896-4700 
Philadelphia,  Penn.  215-923-5940 
St.  Louis,  Missouri  314-892-6700 
Washington,  D.C.  202-554-5133 


.    MOUUARD  „ 

JoiinsonS 


MOTOR  LODGES 


dividend  notice 


MIDDLE   SOUTH   UTILITIES,   INC. 

The  Board  of  Directors  has  this  day  declared  a  dividend  of  24^ 
per  share  on  the  Common  Stock,  payable  April  1,  1970,  to 
stockholders  of   record  at  the  close  of  business  March   16,   1970. 


March  5,  1970 


AMNE  M.  FITZGERALD 
Secretary 

THE  MIDDLE  SOUTH  UTILITIES  SYSTEM 

Arkansas  Power  Slight  Company      Mississippi  Power  &  Light  Company 
Louisiana  Power  &  Light  Company      New  Orleans  Public    Service    Inc. 
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ratio  is  surprisingly  low— about  l%— 
and  with  100  to  150  new  Burger 
Kings  slated  to  open  every  year  for 
the  foreseeable  future,  the  impact 
on  Pillsbury's  earnings  could  be 
significant. 


Beyond  Burgers 

Keith  and  Hannold  have  taken 
equally  bold  steps  in  other  risky  areas 
as  well.  With  the  acquisition  of  J-M 
Poultry  Packing  last  January  for  some 
$12  million  in  stock,  Pillsbury  now 
has  another  $100  million  in  sales  com- 
ing from  packaging  chicken.  That 
makes  Pillsbury  one  of  the  largest 
in  the  field  with  nearly  5%  of  the 
market.  Chicken-packing  has  tradi- 
tionally been  a  low-margin,  highly 
cyclical  field,  but  with  branding  and 
specialized  marketing  services,  Han^ 
nold  believes  that  its  poultry  opera 
tions  will  soon  become  even  more 
profitable  than  Pillsbury's  traditional 
basic  businesses. 

More  recently,  Pillsbury  opened  its 
first  Poppin'  Fresh  Pie  Store  in  Des 
Moines.  This  is  a  higher-priced  table- 
service  restaurant  which  Keith  and 
Hannold  hope  will  tap  the  higher- 
income  market  the  way  Burger  King 
has  tapped  the  fast-food  lower-income 
market.  And  just  last  month,  Pillsbury 
stepped  beyond  food  for  the  first  time 
by  acquiring  a  minority  position  in 
Pemtom,  a  local  community  developer 
with  capabilities  for  building  modular 
homes. 

"This  is  a  pretty  important  shift  in  ^ 
policy,"  observes  Hannold.  "We're  not 
at  all  reluctant  to  enter  other  fields 
that  involve  fulfiHing  consumer  tastes 
and  providing  a  systematic  marketing 
method— things  we  think  we  handle 
well  in  the  food  field."  Over  the  next 
five  years  Hannold  says  Pillsbury  may 
enter  two  or  three  major  new  fields. 
With  its  comparatively  low  debt- 
equity  ratio,  Pillsbury  certainly  has 
the  wherewithal  it  needs  in  order  to 
follow  through. 

So  far  the  Pillsbury  computer  has 
been  right.  In  two  years  Pillsbury's 
earnings  have  risen  \9%  on  an  8% 
gain  in  revenues,  with  another  9^  in 
prospect  this  year.  At  the  same  time, 
Pillsbury's  operating  profit  margin  lias 
risen  to  S.3%,  while  General  Mills' 
margin  had  slipped  slightly  from 
11.4%  to  11.1%.  Whether  Pillsbury  will 
be  able  to  pass  General  Mills  in 
profitability  and  earnings  growth  in 
this  lap  of  the  race,  of  course,  re- 
mains to  be  seen.  But  if  it  fails  this 
time  it  won't  be  because  of  timidity. 
Ironically,  by  the  time  the  results 
come  in  Pillsbury's  product  mi.\  maj^ 
be  so  different  from  General  Mills'  that 
the  traditional  rixalry  will  have  ceased 
to  e.xist.  But  for  the  moment,  at  least, 
it  is  very  much  alive.  ■ 
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$1.20  Divided  by  14  Ounces  Is  Wfiat? 

Unit  pricing,  that's  what.  The  consumer  gimmick  that  has 
the  food  chains  in  an  uproar  and  the  politicians  drooling. 


The  sxjpermarkets  have  never  told 
their  customers  how  much  the  8,000 
packaged  items  carried  by  the  average 
chain  store  really  cost  them.  By  the 
package,  bottle  or  can,  sure.  But  not 
by  the  pound,  quart  or  foot.  All  this 
will  change,  however,  if  stores  have  to 
adopt  the  unit-pricing  system. 

"How  much  does  this  cost?"  For 
the  first  time,  under  the  unit-pricing 
system,  shoppers  will  be  able  to  get 
something  like  a  straight  answer. 
They'll  be  able  to  figure  whether  an 
eight-ounce  bottle  of  salad  dressing 
that  sells  for  87  cents  is  more  expen- 
sive than  a  14-ounce  bottle  selling 
for  $1.20.  They'll  know  that  the 
smaller  goes  for  12  cents  an  ounce, 
the  larger  for  8  cents. 

Unit  pricing  is  no  idle  whim  of 
the  increasingly  powerful  consumer- 
ists.  Not  in  a  tough  election  year 
when  vote-conscious  congressmen 
jockey  to  have  their  names  attached 
to  any  seemingly  popular  bit  of  con- 
sumer legislation.  The  Administration 
has  been  slow  to  take  a  public 
stance,  but  some  key  officials  have 
said  privately  that  they  hoped  a  few 
leading  food  chains  would  break  with 
the  rest  of  the  industry  and  come 
out  in  favor  of  voluntary  compliance. 
None  has,  though  at  least  two  ma- 
jor chains  have  experimented  enough 
with  the  controversial  system  to  con- 
clude that  perhaps,  yes,  it  is  econom- 
ically feasible  to  change  over. 

Granf's  Sombshe// 

The  initial  pressure  came  from  Bess 
Myerson  Grant,  a  onetime  Miss 
America,  who  as  Commissioner  of  Con- 
sumer Affairs  in  New  York  City  now 
applies  herself  full  time  to  the  dowdy 
problems  of  the  average  housewife. 
With  a  little  bit  of  help  from  the 
supermarkets— like  letting  people 
know  what  they're  realhj  paying  for  a 
product— she  feels  the  average  house- 
wife could  save  10  cents  on  every 
shopping  dollar.  The  supermarket  op- 
erators for  their  part  claim  that  unit 
pricing  would  mean  the  end  of  spe- 
cials and  weekend  sales  and  put  costs 
up  so  high  that  lots  of  smaller  stores 
would  be  driven  out  of  business. 

Unfettered  by  the  need  for  legisla- 
tion, Mrs.  Grant's  Department  of 
Consumer  Affairs  simply  announced 
last  year  that  it  was  going  to  hold 
hearings  on  unit  pricing.  The  super- 
markets didn't  take  her  very  seriously 
until  she  came  up  with  some  regula- 
tions that  were  supposed  to  go  into 
effect  early  last  November.  Then  the 
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supermarkets  took  the  issue  to  court. 

Operating  on  a  \%  margin  as  it  is, 
the  chains  howled  that  installing  unit 
pricing  in  the  $5-billion-a-year  New 
York  market  could  cost  them  between 
S75  million  and  $600  million  a  year. 
That's  not  in  lost  sales,  but  in  higher 
costs— hiring  and  training  clerks  and 
changing  over  to  a  system  to  put  unit 
prices  on  packages  or  shelves. 

Whether  accurate  or  not,  such  as- 
tronomical estimates  indicate  just  how 
serious  a  threat  the  food  chains  con- 
sider unit  pricing  poses  to  their  way 
of  life.  But  their  resistance  is  soften- 
ing. Among  the  big  chains,  Kroger, 
Safeway  and  Jewel  are  taking  anoth- 
er look.  Their  interest  is  less  a  reflec- 
tion of  enlightenment  than  of  political 
realities,  however.  Consumer  bills 
have  enormous  congressional  popu- 
larity these  days,  and  unit  pricing 
is  particularly  appealing  because  it 
directly  affects  the  nation's  62  million 


Nof  by  the  Pound.  Ex-Miss 
America  Bess  Grant  says  con- 
sumers   aren't   told    enough. 


households  with  their  annual  $76-bil- 
lion  food  budget. 

Congressional  activists  have  also 
pushed  the  chains  into  action.  Late 
last  year  Safeway  started  an  experi- 
ment in  Washington,  D.C.  In  one 
store  in  the  ghetto  and  one  in  the 
suburbs,  Safeway  posted  both  unit 
and  normal  prices  on  the  shelves  be- 
low the  food  items.  In  another  ghetto 
and  another  suburban  store,  Safeway 
supplied  the  customers  with  hand- 
sized  "computers"  to  figure  out  their 
own  unit  prices.  The  more  aflfluent 
suburbanites  have  shown  the  greatest 
interest  so  far,  a  fact  that  may  dis- 
courage poverty  warriors,  but  not  pol- 
iticians seeking  middle-class  votes. 

Shelf  Items 

What  the  big  chains  are  admitting 
is  that  unit  pricing  really  is  feasible, 
and  they  want  to  know  the  cost  and 
consumer  attitudes  toward  it.  Clar- 
ence G.  Adamy,  president  of  the  Na- 
tional Association  of  Food  Chains, 
which  represents  250  of  the  largest 
corporate  grocery  chains  in  the  coun- 
try, originally  estimated  that  unit 
pricing  would  cost  the  chains  $300 
million  nationwide  if  every  individual 
box  or  can  were  marked.  But,  he 
says,  "Unit  pricing  changes  from 
something  very  expensive  to  .some- 
thing quite  minimal  if  only  the  shelv- 
ing below  individual  items  has  to  be 
marked."  Adamy  emphasizes,  howev- 
er, that  the  large  stores  could  afi^ord 
unit  pricing  because  they  have  com- 
puters and  centralized  distribution 
systems.  The  smaller  stores  still  would 
find  it  very  expensive. 

The  tide  already  seems  to  be  rising. 
New  York  City  aside,  Massachusetts 
is  likely  to  pass  a  unit-pricing  bill 
soon,  and  bills  already  have  been  in- 
troduced in  the  California  and  New 
York  State  legislatures.  On  the  federal 
level,  unit  pricing  is  under  investiga- 
tion by  Senator  Frank  E.  Moss  (Dem. 
of  Utah)  and  his  consumer  subcom- 
mittee of  the  Senate  Commerce  Com- 
mittee. If  Moss,  who  is  facing  a  tough 
election  battle  this  year,  finds  the  issue 
appealing  enough,  he  is  expected  to 
co-sponsor  an  amendment  requiring 
unit  pricing  with  Senator  Philip  A. 
Hart  (Dem.  of  Mich.),  who  also  is 
up  for  re-election.  Both  Moss  and 
Hart,  obviously,  aren't  planning  to 
fool  around  with  any  dead  horses  in 
an  election  year.  Whether  the  politi- 
cians or  the  retailers  win  doesn't 
much  matter;  with  unit  pricing  it 
seems  sure  the  consumer  will.  ■ 
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One  Man's  Poison .  - 


Mobil  Oil  wanted  to  unload  its  ailing  fertilizer  business.  Swift  &  Co. 
eagerly  bought  it.  How  can  one  man's  poison  be  another  man's  meat? 


"The  fertilizer  business  was  at  a 
disastrous  level  in  1969— it  was  an 
awfully  poor  business  to  be  in,"  says 
Edward  F.  Swift,  executive  vice  presi- 
dent of  Swift  &  Co.  To  which  Joseph 
P.  Sullivan,  president  of  Swift's  ferti- 
lizer subsidiary,  adds:  "I  don't  see  any 
turnaround  in  either  1970  or  1971." 

So  why  did  Swift  management  go 
out  and  pick  up  Mobil  Oil  Corp.'s 
fertilizer  business?  It  cost  Swift 
$40  million  in  cash.  The  cash  came 
mostly  from  a  hard-nosed  program  of 
disposing  of  unprofitable  assets.  Why 
all  this  money  for  a  fertilizer  business 
that  was  losing  money,  what  with  fer- 
tilizer prices  shattered  by  industry 
overcapacity?  (Example:  anhydrous 
ammonia,  which  brought  $92  a  ton 
five  years  before,  sold  for  $45  a  ton  in 
1969.)  Why  trade  one  set  of  unprof- 
itable assets  for  another? 

Edward  Swift,  great  grandson  of 
the  founder  of  Swift  &  Co.,  denies 
that  management  has  lost  its  senses, 
though  he  admits  it  bought  distressed 
merchandise.  "Mobil  had  tried  to  dis- 
pose of  its  business  to  a  number  of 
others  before  they  came  to  us,  but 
we  think  we  paid  what  was  a  fair 
market  value.  We  recognized  that  we 
were  going  contrary  to  the  trend  of 
disinvestment  in  the  fertilizer  business, 
but  we  were  convinced  we  could  take 
Mobil's  business  and  improve  it  as  we 
had  our  own  fertilizer  operations. 

"We  took  a  big  bite  at  fertilizer  in 
1968  when  Swift  wrote  off  a  number 
of  assets,"  Swift  continues.  "We  de- 
cided our  strength  was  in  marketing. 
Some  companies  were  just  dumping 
nitrogen  willy-nilly  in  the  market. 
There  was  no  need  for  us  to  manu- 
facture it;  people  would  sell  it  to  us 
at  a  price  we  couldn't  afford  to  make 


it  at."  Swift  stopped  making  nitrogen 
and  phosphoric  acid,  buying  what  it 
needed  of  these  products  from  others. 

As  Any  Native  Knows 

Then  Swift  proceeded  to  decen- 
tralize marketing.  That  cut  to  the 
heart  of  the  price-cutting  problem. 
"The  regional  guy  has  profit  responsi- 
bility," says  Swift.  "He's  not  so  fast  to 
cut  the  price."  Which  is  exactly  what 
a  sales-oriented  marketing  man  usu- 
ally is  tempted  to  do.  Decentralization 
accomplished  something  else.  Says  Joe 
Sullivan:  "You  can't  market  fertilizer 
the  same  way  in  Iowa  as  you  do  in 
Georgia."  In  other  words,  corn  takes 
one  kind  of  fertilizer,  tobacco  an- 
other; the  growing  season  is  different 
in  Mississippi  from  that  in  North 
Dakota. 

"We  improved  our  earnings  sub- 
stantially in  1969,"  says  Swift.  "We 
were  in  the  black  after  losing  money 
in  1968."  So  where  does  Mobil's  old 
fertilizer  business  fit  in?  "The  big  ad- 
vantage of  the  acquisition,"  says  Sul- 
livan, "is  that  it  takes  us  into  areas 
of  the  country  where  we  didn't  have 
a  significant  position  [North  Carolina, 
Tennessee  and  Ohio].  We're  getting  rid 
of  the  Mobil  manufacturing  and  retail 
operations  that  don't  have  a  future." 
Sullivan  formed  three  more  regional 
divisions  from  the  Mobil  operations, 
giving  him  a  total  of  13.  "We  did  this 
all  with  very  little  addition  to  over- 
head," comments  Swift. 

With  these  expanded  operations. 
Swift  expects  another  profit  improve- 
ment in  1970.  "But  our  rate  of  re- 
turn still  won't  be  satisfactory,"  he 
goes  on.  "The  only  thing  that  will 
change  this  situation  is  for  there  to 
be  a   better  balance  of  capacity  vs. 


demand.   Then  prices  will  improve." 

"But  that  won't  happen  for  at  least 
a  couple  of  years,"  says  Sullivan.  "The 
industry  now  is  operating  at  70%  to 
80%  of  capacity,  depending  on  the 
fH-pduct.  It  will  have  to  operate  at 
85%  to  90%  to  get  a  reasonable  re- 
turn. In  the  meantime,  we'll  lose  some 
export  markets  as  other  nations  be- 
come self-sufficient." 

Swift  and  Sullivan  hope  that  prices 
will  improve  gradually  as  more  com- 
panies throw  in  the  towel.  "A  lot  of 
capacity  has  been  taken  off  in  the  last 
ten  to  12  months,"  says  Sullivan.  For 
example.  International  Minerals  & 
Chemical  Corp.,  the  nation's  largest 
fertilizer  company,  has  cut  back  pro- 
duction, hoping  to  stem  a  flow  of  red 
ink.  Standard  Oil  of  N.J.  has  written 
down  the  bulk  of  its  fertilizer  assets 
to  make  way  for  their  sale. 

"The  oil  companies  have  plenty  of 
other  uses  for  their  funds,"  says  Swift. 
He  adds  that  natural  gas  producers 
who  got  into  the  ammonia  business 
as  an  outlet  for  what  they  thought 
were  surplus  gas  resources  now  find 
natural  gas  in  short  supply.  "It's  ri- 
diculous to  burn  up  natural  gas  and 
dispose  of  it  at  a  low  price  when 
there's  a  need  for  gas." 

Much  depends,  of  course,  on  what 
other  companies  in  the  business  do.  If 
too  many  of  them  decide  to  wait  out 
better  prices,  then  there  may  nev- 
er be  better  prices.  Swift  clearly  is 
counting  on  natural  gas  and  oil  com- 
panies pulling  out  and  on  the  fact 
that  Swift  will  be  one  of  the  stronger 
marketers  among  the  survivors. 

It's  not  a  bad  gamble,  but  it's  a 
gamble  still,  because  the  last  thing 
Swift,  a  low-profit  meatpacker,  needs 
is  another  low-profit  business.  ■ 
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Hardtop  Sedan  deVille.  Cadillac  Motor  Car  Division 


he  predictable  winner. . .  wherever  excellence  is  a  way  of  life.  Others  try.  But  their  efforts  lack  that  special 

'la  for  success  . . .  a  formula  masterfully  demonstrated  by  the  1970  Cadillac.  What  contributes  to  its  winning  formula? 
there  is  the  matter  of  choice.  Eleven  magnificent  models  are  yours  to  select.  Then,  there  are  its  many  outstanding  comforts 
onveniences.  Finally,  there  is  Cadillacs  remarkable  value  retention.  No  other  car  in  its  field  can  match  a  Cadillac  at 
in  time.  Why  not  let  your  authorized  deafer  show  you  why  Cadillac  is  the  winner. . .  wherever  excellence  is  a  way  of  life. 


'me 

Follow  the  Masters  golf  telecast,  presented  by  Cadillac,  April  11  and  12,  CBS-TV. 
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[ow  I  saved  $1400  a  month  on 

evator  maintenance  and  lost  $190,000!' 

This  is  a  true  story. 

The  management  of  a  large  building  thought  they 
could  save  money  by  having  their  Otis  elevators 
maintained  by  somebody  else. 

For  a  while,  they  did. 

But  after  a  few  years,  their  elevators  were  in  trouble. 

So  they  asked  us  if  we'd  take  over.  We  had  to  say  no. 

You  see,  Otis  Maintenance  involves  a  very 
definite  standard  of  performance.  It's  not  available 
on  any  elevators  except  our  own.  And  we  won't  touch 
our  own  once  someone  else  has  made  a  mess  of  them. 
Unless  we  can  repair  the  damage  first. 

It  cost  the  building  owner  $190,000  to  get  his 
elevators  back  into  shape  so  Otis  could  come  back 
and  give  this  story  a  happy  ending. 


Dds 

The  Elevator  Company 
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When  2  Cents  =  $380  Million 

Why  did  S.S.  Kresge  sell  at  36  times  earnings  when  Sears,  Roe- 
buck sold  at  only  23?  That's  what  a  lot  of  people  would  like  to  know. 


What  did  poor  S.S.  Kresge  do  to  de- 
.serve  the  shellacking  the  market  gave 
it  early  this  month?  Down  II/2  points, 
a  decline  of  19%  in  just  one  day.  With- 
in five  days,  the  total  loss  in  market 
value  had  mounted  to  $480  million  on 
Kresge's  34.5  million  common  shares. 

And  all  this  for  a  miserable  two- 
penny decline  in  Kresge's  earnings  for 
the  fourth  quarter  of  1969  as  op- 
posed to  the  year  before! 

Actually,  what  caused  the  slide 
wasn't  so  much  the  money  as  the  prin- 
ciple of  the  thing.  Kresge's  earnings 
were  supposed  to  grow,  not  drop.  No 
matter  that  the  decline  was  slight.  No 
matter  that  in  spite  of  it,  Kresge  ended 
the  year  with  earnings  of  $1.57  a 
share,  up  14%  from  1968.  The  thing 
was  that  Kresge  had  soared  into  rare- 
fied price/earnings  levels  on  the 
strength  of  its  growth  record;  but  as 
the  rewards  are  high  in  High  P/E 
Land,  so  are  the  penalties  heavy.  In 
this  case,  a  2-cent  decline  in  fourth- 
quarter  earnings  cost  stockholders 
$380  million  in  one  day. 

Kresge  had  become  the  retail  king 
of  Wall  Street.  It  sold  at  36  times 
earnings  when  such  outfits  as  Sears, 
Roebuck  and  J.C.  Penney  brought  just 
23  times  earnings  and  Federated  De- 
partment stores  19.  Dearly  did  the  go- 
go  funds  love  Kresge;  they  figured  that 
earnings  of  $1.70  a  share  were  all 
but  in  the  bank.  When  the  $1.57  earn- 
ings fell  8'r  shy  of  that  figure,  the  go- 
go  boys  duiwoed  their  stock.  It  was  as 
simple— and  distressing— as  that. 

Meanwhile    i>ack  in  Detroit.  Kres- 
ge's  chief  e.\c\ 
ningham,  was 
was  on  the  rigl 
back.  Slid  he, 
metaphors: 
same   horse 


m 

live,   Harry   B.   Cun- 

vinced  that  Kresge 

ii.ick  despite  the  set- 

11  deljbir;itely  mi,\ed 

the 

until 


'We're  going  to  ride 
we've  been  riding 
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we  see  signs  she  is  running  out  of  gas." 
Cunningham  referred  to  the  K  mart 
concept,   a  one-stop  shopping  center] 
selling  only  fast-moving  branded  mer- 
chandise   and    selling    it    at    cut-rate 
prices.   The   principle   was   simplicity  j 
itself:    Save   money   by   speeding  up  1 
inventory  turnover,   pass   the  savings  ] 
on  to  consumers  who  would  then  jam 
the  stores  to  get  bargains.  It  worked. 
K  mart  sales  soared  from  about  $300 
million  in  1965  to  $1.7  billion  last  year. 
During     the     same     period,     profits 
climbed  from  67  cents  a  share  to  $1.57. 

The  Sky's  the  Limil 

The  go-go  boys  apparently  figured 
such  gains  could  go  on  indefinitely— 
or  at  least  that  they  would  stick  with 
Kresge  until  they  found  out  otherwise. 
What  they  failed  to  notice  was  that 
the  real-world  factors  were  changing 
behind  Kresge's  alluring  figures.  Ap- 
parently, in  order  to  continue  to  get 
25%  monthly  sales  gains  in  December 
and  January,  Kresge,  like  many  retail- 
ers, had  to  resort  to  heavier-than-nor- 
mal  promotional  markdowns  that  cut 
into  profit  margins.  The  simple  fact 
is  that  Kresge  was  feeling  the  slow- 
down beginning  to  grip  the  economy. 
Added  to  that  was  a  greater-than- 
usual  amount  of  "shrinkage"  in  inven- 
tory, a  euphemism  for  outright  theft 
and  for  partial  loss  of  physical  contr(d. 
over  inventory.  ^ 

Previously  Cunningham  himself  had 
indicated  that  there  would  be  substan- 
tial nonrecurring  expenses  from  five 
K  mart  store  openings  in  Australia  and 
from  K  mart  Enterprises,  Inc.,  a  unit 
formed  to  operate  56  K  mart  auto- 
service  departments  opened  in  1969. 
Finally,  earnings  had  been  affected  by 
higher  interest  charges  resulting  from 
carrying  sharply  increased  inventories 
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■  merchandise  at  a  time  of  high  in- 
rest  rates. 

^\en  before  Cunningham  abruptly 
■ported  his  earnings  slowdown,  how- 
ler, it  was  beginning  to  dawn  on  a 
w  True  Believers  that  Kresge's 
•owtn  rate  couldn't  continue  much 
nger  at  25?  annually,  concept  or  no. 
ne  of  the  key  ingredients  in  K  mart's 
iccess  has  been  the  company's  ability 
i  steadily  increase  K  mart  inventory 
imover  rates.  The  way  it  works  is 
lis:  Kresge  pays  its  bills  in  30  days, 
bus  by  turning  over  inventories  eight 
•  more  times  a  year,  Kresge  need 
?ep  only  45  days'  stock  on  hand,  of 
hich  30  days'  supply  (hvo-thirds) 
ould  be  carried  by  the  suppliers.  If 
resge,  like  a  grocer,  could  turn  over 
1  its  merchandise  12  times  a  year, 
lere  would  be  no  cost  of  carrying 
erchandise.  The  only  cost  would  be 
ir  fixtures  and  maintenance. 
Last  year,  for  the  first  time  in  years, 
resge's  K  marts  had  virtually  no  in- 
ease  in  turnover.  For  one  thing,  in 
cent  years  Kresge  has  taken  over  most 
its  once-leased  departments.  Now  it 
is  to  carry  their  inventories  on  its 
)oks.  Also,  the  nature  of  K  mart  in- 
;ntories  has  begun  to  change.  For 
:ample,  last  year  the  company  built 
)  auto  service  departments.  Turn- 
fer  on  these  items  is  lower  and  in- 
mtories  larger.  Now  K  marts  have 
mber  departments  that  will  become 
factor  in  1970,  and  they,  too,  have 
wer  turnover.  All  this  at  a  time  of 
:y-high  interest  rates. 
One  of  Kresge's  great  strengths  in 
cent  years  has  been  its  ability  to 
ly  for  new  stores  out  of  its  cash  flow 
:cept  for  accounts  receivable,  while 
nailer  competitors  have  been  slowed 
)wn  by  tight  mone>.  Another  ad- 
mtage:  Kresge  builds  most  of  its 
ores  free-standing,  while  competitors 
nd  to  build  in  large  shopping  cen- 
rs  that  take  up  to  two  years  to 
jild;  construction  has  been  slowed 
ir  lack  of  funds  in  the  last  few  years. 


That  advantage  may  or  may  not 
continue  in  the  next  five  years,  de- 
pending on  interest  rates  and  the 
availability  of  funds.  If  Kresge  loses 
this  advantage,  it  loses  a  great  deal. 
For  Kresge's  growth  arithmetic  de- 
pends on  opening  even  more  new  K 
marts  than  the  65  to  70  it  plans  yearly 
for  the  next  five  years. 

Why?  Because  the  older  the  store, 
the  slower  the  rate  of  sales  growth. 
Five  years  after  they  are  built,  K  marts 
average  8%-10%  growth  vs.  20%  dur- 
ing the  first  two  years.  As  old  stores 
become  a  larger  part  of  the  chain,  the 
overall  sales  rate  of  growth  will  have 
to  slow  down.  Unless,  of  course,  Kres- 
ge keeps  opening  new  stores  at  an 
ever-increasing  rate.  Says  Cunning- 
ham: "Obviously,  if  we  continue  to 
open  the  same  number  of  stores  in  the 
next  few  years  we  will  not  be  able  to 
maintain  our  25%  rate  of  sales  gain  of 
the  past  five  years.  Remember,  we  are 
now  a  $2-billion-revenue  operation." 

Still  Up,  a  LUtle  Slower 

Not  that  Kresge's  sales  growth  is 
going  to  decline  precipitously;  it  will 
still  be  averaging  gains  of  close  to  20% 
over  the  next  five  years.  In  addition 
to  new  store  openings  in  the  U.S., 
Kresge  will  make  a  big  push  abroad. 
Australian  operations,  begun  last  year, 
have  worked  out  well.  The  next  step 
may  be  an  invasion  of  Great  Brit- 
ain, which  could  be  ripe  for  an  on- 
slaught by  an  aggressive  K  mart  op- 
eration. Kresge's  Cunningham  may 
well  be  right  in  predicting  an  $8-bil- 
lion-revenue  company  by  the  end  of 
the  next  decade. 

That  means  he  will  still  be  riding  a 
fast  horse— but  maybe  not  riding  quite 
so  high  as  to  justify  a  price/earnings 
ratio  of  36  again.  Today,  at  45,  or 
28  times  1969  earnings,  S.S.  Kresge 
has  had  its  merchandise  marked  down 
to  more  realistic  levels.  Perhaps  now 
the  merchandise  can  move  off  the 
shelf  again.  ■ 
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Faces  Behind  the  Figures 


Where  the  Opportunity  Is 

Whenever  giant  ($24.3-billion- 
sales)  General  Motors  Corp.  shuf- 
fles top  management,  as  it  did 
last  month,  the  guessing  game 
starts:  Who's  got  the  best  shot  at 
becoming  GM's  boss? 

In  two  years  Chairman  and  Chief 
Executive  James  M.  Roche  will 
probably  retire.  Edward  N.  Cole, 
GM's  60-year-old  president,  is 
Roche's  likely  successor.  But  who 
will  replace  Cole?  Richard  L.  Ter- 
rell, 51,  the  new  group  vice  presi- 
dent in  charge  of  all  auto  opera- 
tions? Wallace  E.  Wilson,  58,  now 
in  charge  of  components,  nonauto- 
motive  products  and  defense?  Or 
Elliott  M.  (Pete)  Estes,  54,  the  new 
head  of  GM's  overseas  operations? 

Chances  are  even  Roche  doesn't 
know  who  will  get  the  top  spot.  But 
Estes  may  well  have  been  given  the 
greatest  chance  to  prove  he  can— or 
can't— handle  the  job;  GM's  foreign 
sales  are  small  compared  with  its 
total  sales  (only  14%),  but  by  al- 
most any  other  standard  they  are 
huge.  At  $3.4  billion,  GM's  foreign 
sales  surpass  the  total  sales  of  all 
but  20  U.S.  corporations  and  all 
but  two  others  elsewhere.  What's 
more  important,  overseas  is  where 


the  real  opportunities  lie  in  the  autp 
business.  The  market  there  is,  after 
all,  growing  much  more  rapidly 
than  the  U.S.  market.  Early  last 
year  Roche  estimated  that  the  U.S. 
market  could  expand  30%  to  14.9 
million  vehicles  by  1975.  The  over- 
seas market,  however,  could  in- 
crease as  much  as  60%  to  22.9  mil- 
lion vehicles.  Estes  will  be  graded 
on  how  much  of  this  growth  he  can 
capture  for  GM. 

It  won't  be  easy;  GM  does  not 
have  the  market  dominance  over- 
seas that  it  has  in  the  U.S.  In  Eng- 
land, British  Leyland  Motors  is  the 
leading  manufacturer.  In  Ger- 
many, Volkswagen  has  a  wide 
lead.  In  Italy  Fiat  leads. 

On  top  of  this,  Ford,  only  about 
half  GM's  size  in  the  U.S.,  is  a 
much  more  fonnidable  competitor 
overseas.  In  England  it  out-manu- 
factures GM  two  to  one.  In  Aus- 
tralia, though  it  is  still  well  behind 
GM,  its  production  is  growing  much 
faster.  In  1965  GM  and  Ford  each 
produced  around  1.1  million  vehi- 
cles overseas.  In  1969,  however. 
Ford  turned  out  almost  1.5  million, 
nearly  100,000  more  than  GM. 
Since  1965  GM's  overseas  earnings 
have  gone  up  only  10%  (to  $160 
million  in  1969 ) ,  while  Ford's  have 


nearly  doubled  until  they  are  a  lit- 
tle below  GM's. 

An  engineer  by  training,  Pete 
Estes  is  a  typical  GM  career  man. 
He  enrolled  in  the  General  Motors 
Institute  engineering  program  in 
1934  and  went  to  work  for  GM  the 
same  year.  He  first  made  a  name 
for  himself  by  designing  the  "Rock- 
et" engine  at  Oldsmobile  in  the 
early  1950s.  Semon  E.  (Bunky) 
Knudsen,  then  head  of  Pontiac, 
spotted  him  and  brought  him  to 
Pontiac  as  chief  engineer.  There- 
after Estes  followed  Knudsen  up 
through  the  corporate  hierarchy. 
When  Knudsen  left  to  head  Chev- 
rolet in  1961,  Estes  took  over  at 
Pontiac.  A  year  later  Pontiac  passed 
Rambler  to  become  the  U.S.'  third- 
largest-selling  car.  When  Knudsen 
left  Chevrolet  five  years  ago,  Estes 
moved  into  his  chair  there.  At 
Chevrolet  Estes  fulfilled  his  prime 
mission:  He  maintained  Chevrolet's 
lead  over  Ford.  A  year  ago  he  was 
promoted  to  GM's  corporate  office. 

Now,  as  head  of  overseas  opera- 
tions, Estes  is  on  his  own.  At  other 
companies,  taking  charge  of  a  for- 
eign operation  that  contributes  only 
14%  of  sales  would  seem  a  form  of 
exile.  At  GM  it's  an  opportunity  of 
the  first  magnitude.  ■ 


Esfes  of  General  Motors 
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We  have  a  thinii:  about  our  pine  trees.  ( All  l.H 
million  acres  of  them  i .  — - 

The  ones  we  haivest  we  replace.  And 
we  harvest,  we  use.  Evei  ything. 

The  bark  mulch  fertilizes  the  earth.  The 
lumber  and  plywood  build  houses.  The  saw-;, 
dust  and  wood  chips  make  i)aper.  The  paper — 
and  paperboard — goes  into  everything  from 
printed  communications  to  supermarket  and 


^ 


industrial  packaging. 

We  even  capture  the  pine  Tragrance  that 
sweetens  your  bathrooms  and  kitchens. 

It's  an  endless  cycle.  Last  year  we  sowed  4 

ton^  of  seed.  We  also  planted  28  million  baby 

_  trees.  _^ 

That's  a  lot  of  green.  - 

Union  Camp  Corporation,  Wayne,  New 
Jersey  07470  '~ 


Union  Camp 


We  use  all  of  the  tree. 
Even  the  smell. 


-i. 


j#wing  250  tons  of  steel 
f^very  45  minutes  ^^ 

i.'. 

with  General  Electric  automation 


i^ 


fericaiS  largest  basic  oxygen  furnace  (BOF)  steel  maker— General  Electric 
II  sysJifftflSP'help  control  production  of  2,300,000  tons  of  quality  steel  per  year  at  the  steel 
^  Bettiiehiem.  Pa.,  plant. 


General  Electric  .  .  . 
Industry's  leading  partner 
in  industrial  automation 


9neral  Electrics  reliable  automation  systems  help  Bethlehem  Steel -and 
her  progressive  companies  -  produce  quality  products  on  time,  every  time. 


Bethlehem,  General  Electric  automation  systems 
itrol  two  BOF  processes  automatically  to  make 
30,000  tons  of  quality  steel  per  year.  The  GE  drives, 
trumentation,  and  process  controls  enable 
nplete  operation  of  furnace  conditions  from 
Tin  a  control  room.  With  each  "heat"  of  steel,  GE's 
cess  computer  calculates  a  recipe  of  ingredients 
neet  target  carbon  and  temperature  ratings. 

iults?  Average  production  is  over  110%  of  design 


estimates  . . .  on-target  heats  are  among  the  highest 
in  the  industry.  Thanks  to  close  teamwork  with 
Bethlehem  engineers,  the  GE  system  was  installed 
on-target,  meeting  initial  start-up  date. 

For  information  on  how  our  automation  know-how  is 
helping  industry — from  metals  to  chemical  to 
manufacturing,  contact  your  GE  industrial  sales 
engineer  or  the  Industrial  Group,  570  Lexington  Ave., 
New  York,  N.  Y.  10022. 
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at  Standard  Oil  of  California  ... 

continually  monitoring  oil  levels  in  161  processing  tanks 
with  seven  computerized  control  and  alarm  systems  to 
increase  manpower  utilization  .  .  .  GE's  process  computer 
arrived  ahead  of  schedule  and  became  fully  operational 
in  72  hours. 


K"P 
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at  Lyman  Printing  &  Finishing  . . . 

automatically  dyeing  two  million  yards  of  cloth  per 
month  in  one  of  the  textile  industry's  largest  multi-beck 
control  systems  .  .  .  GE's  electronic  instrumentation  and 
process  computer  allow  automatic  quality  control  for 
precise  color  duplication. 


GENERAL 


ELECTRIC 
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Helping  to  forecast  the  weather  ...  or  guard  against  it 
. . .  our  batteries  meet  the  challenge 


Compact,  high-energy  Ray-0-Vac  cuprous  chloride 
batteries  are  used  around  the  world,  and  far  above  it, 
to  power  meteorological  instruments  and  radio 
transmitters  on  high-altitude  balloons.  Willard  "GO" 
batteries  provide  greater  output  ...  up  to  twice  the 
ower  of  new  car  batteries  ...  for  faster  starts  and 
onger  life  in  the  roughest  kinds  of  weather.  D  ESB 
aiso  makes  epoxy  cements,  custom-molded  plastics, 
many  products.  It  serves  over  100  free  world  markets 
with  73  plants  in  17  countries.  Annual  sales  are  more 
thari  ?.?30  million.  68  years  of  consecutive  quarterly 
divia<.  is.  Learn  more  about  us— write  for  our  latest 
report  ESB  IncorporateJ  (formerly  The  Electric 
S\r-  Battery   Companv),   2   Penn    Center   Plaza, 

•-telpinr    Pennsylvania  V~-02. 


We  also  make  fire  alarm  systems  and  power  controls 


ESB  INCORPORATE 

WORLD  LEADER  IN  PACKAGED  POWER 


D  Gm 
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Soc/a//sf  Capitalist 
t 

Yugoslavia  might  seem  an  unlike- 
\\  prospect  for  a  capitalist  tool 
like  an  investment  company,  but 
nonetheless  that's  the  special  baili- 
wick of  the  recentU'  established 
International  Investment  Corpora- 
tion for  Yugoslavia  (IICY).  Headed 
by  an  American,  50-year-old  Aii- 
thon\  M.  Solomon,  former  Assistant 
U.S.  Secretary  of  State  for  Econom- 
ic Affairs,  the  London-based,  Lux- 
emlxjurg-registered,  Yugoslav-ori- 
ented company  not  only  makes  it 
possible  for  Western  countries  to  in- 
vest in  Yugoslavia,  but  encomages 
foreign  technology  to  develop  the 
state's  industries.  "Yugoshu  ia  has  a 
socialistic,  coiupctitiie  market  econ- 
omy," Solomon  says.  "The  various 
companies  in  Yugoslavia  compete 
with  each  other.  There  is  no  cen- 
tral planning." 

IICY  was  born  of  negotiations 
between  Belgrade  and  the  Interna- 
tional Finance  Corporation  of  the 
World  Bank.  The  Yugoslavs  sought 
assistance  on  joint-investment  proj- 
ects in  Yugoslavia  because  the 
country  is  suffering  from  extreme- 
ly high  unemplo\ment  and  bal- 
ance-of-pavments  difficulties.  The 
World  Bank's  response  was  to  help 


pave  the  way  for  IICY,  which  has 
only  about  $12  million  in  equity 
capital  but  will  handle  several  hun- 
dred million  dollars  in  investments 
each  year.  More  than  50  banks  are 
involved— American,  European,  Jap- 
anese, as  well  as  Yugoslavian. 

Under  the  Yugoslav  foreign  in- 
vestment law,  foreigners  can  take 
up  to  a  49. 9f  equity  interest  in 
Yugoslav  companies.  "Bat  this 
bears  very  little  resemblance  to 
the  usual  image  of  minority  stakes 
in  joint-venture  common  stock 
terms,"  says  Solomon.  "Even  with 
less  than  50%  of  the  equity,  it  is 
possible  for  outside  investors  to 
have  management  control.  This  can 
be  negotiated  by  contract,  as  can 
fees  for  technological  skills  that  for- 
eign investors  can  bring  in."  In  ef- 
fect, Solomon  is  saying  that  by  dint 
of  contract,  foreign  investors  con- 
trolling less  than  50%  of  the  stock 
can  still  come  out  with  more  than 
50',^  of  the  profits. 

"There  are  also  advantages  for 
.\merican  companies  serving  the  Eu- 
ropean market,"  adds  the  Harvard 
Business  School-educated  Solomon. 
"Yugoslav  labor  is  productive  and 
cheap.  There  are  no  strikes  be- 
cause the  workers  run  the  enter- 
prises. Goods  can  be  manufactured 


Solomon  of  IICY 


in  Yugoslavia  by  outside  compa- 
nies and  exported  back  into  Eu- 
rope because  re-export  is  allowed 
—and  that's  one  way  for  Common 
Market  companies  facing  high  costs 
to  get  their  multinational  products 
made  cheaper."  The  Yugoslavs  are 
eager  for  the  West  to  come  in.  To 
ease  the  way,  they  are  lowering 
their  own  tariffs  and  opening  them- 
selves to  the  importation  of  foreign 
products.  ■ 


Watch  the  Campers  Roll  By 

What  do  motor  campers  and  other 
recreational  vehicles  have  to  do 
with  a  boom  in  the  food  business? 
Sothing,  you  say?  Then  listen  to 
Boyd  F.  Schenk,  47,  president  of 
St.  Louis-based  Pet  Inc.  (formerly 
Pet  Milk):  "We  try  to  analyze  how 
life  stvles  will  change  so  that  we 
can  position  ourselves  for  what  peo- 
ple will  want  in  the  futiue."  In  so 
analyzing,  Schenk's  attention  was 
caught  by  the  fact  that  there  are 
already  3  million  recreational  ve- 
hicles on  the  road,  and  the  number 
is  growing  by  500,000  a  year. 

Is  Pet  going  into  the  auto  busi- 
ness? Not  (juite.  But  Schenk  has 
started  test-marketing  products  to 
appeal  to  the  people  who  travel  in 
campers  and  minibu.ses.  First  test 
product:  four  Stuckey  Camparks 
(through  Pet's  New  Ventures 
group)  to  provide  overnight  park- 
ing space  for  trailers  and  campers. 
Schenk  won't  say  what  the  oth- 
er test  products  are  (why  help 
the  competition?). 

Although  you  won't  see  the  name 


"Pet"  there,  the  company  is  already 
well  into  the  roadside  market 
through  its  Schrallt's  motor  hotels 
and  Stuckey  roadside  restaurants. 

Schenk  became  chief  executive 
officer  a  little  over  a  year  ago  when 
Chainnun  Theodore  R.  Gamble 
died  at  44.  Schenk  is  the  first  chief 
executive  with  no  relation  to  the 
founding  family  ever  to  head  the 
85-year-old  company.  He  got  the 
job  as  a  reward  for  straightening 

Schenk  of  Pet  Inc. 
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out  some  of  Pet's  bad  ventures:  a 
frozen  food  division  that  was  losing 
money  ($1  million  a  year)  and  is 
now  happily  in  the  black;  grocery 
products,  ditto;  and  Hussmann 
store  equipment,  ditto  again. 

Schenk  had  been  at  Gamble's 
side  during  the  ten-year  period 
when  Pet  went  from  being  a  small- 
ish evaporated  milk  company  to 
become  today's  $618-million  diver- 
sified consumer  goods  enterprise. 
It  took  25  mergers  for  the  trans- 
formation that  trebled  sales  and 
doubled  earnings  per  share. 

Had  it  not  been  for  the  cycla- 
mate  fiasco  (Pet  makes  Sego,  a  di- 
etetic product),  that  growth  would 
have  continued  in  the  nine  months 
ended  Dec.  31,  covering  Schenk's 
first  months  on  the  job.  The  cycla- 
mate  ban  cost  Pet  about  25  cents  a 
share  in  that  period,  dropping  earn- 
ings to  $2  from  $2.10  in  the  same 
nine-month  period  the  year  before. 
But  sales  were  up  all  the  same  (by 
$19  million  to  $488  million),  and 
without  the  cyclamate  writeoff, 
earnings  would  have  exceeded  the 
earlier  period's  by  about  7%.   ■ 
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Triple  Play: 
Haughion  to  Packard  to  Budge 

Lockheed  Aircraft  Chairman 
Daniel  J.  Haughton  has  handed 
the  Nixon  Administration  a  very 
hot  potato.  Haughton  informed  the 
Government  that  Lockheed  had 
been  stretched  so  thin  in  building 
the  Pentagon's  giant  C-5A  and  on 
three  other  big  military  contracts 
that  it  couldn't  proceed  unless  Un- 
cle Sam  coughed  up  $600  million 
in  "interim  financing."  As  it  was, 
Lockheed  had  diverted  to  military 
programs  a  portion  of  the  $400 
million  it  had  borrowed  last  sum- 
mer to  finance  the  L-1011  airbus. 

Certainly,  Lockheed  needs  the 
money.  Its  cost  estimates  on  115 
C-5As  was  $2.3  billion;  now  it  may 
cost  as  much  as  $4  billion  to  build 
the  81  the  Pentagon  wants.  Since 
Lockheed's  working  capital  is  only 
$312  million,  the  company  is  clear- 
ly over  its  head,  faced  not  only  with 
the  military  cost  overruns  but  with 
the  L-1011  program.  If  not  insol- 
vent, Lockheed  is  certainly  pain- 
fully illiquid. 

A  few  years  ago,  the  Govern- 
ment might  have  been  more  sym- 
pathetic to  the  plight  of  the  na- 
tion's largest  defense  contractor. 
Today,  much  of  the  public  and 
Congress  is  down  on  the  military 
and  its  friends— because  of  Viet- 
nam and  the  high  cost  of  the  de- 
fense    budget.     Senator     William 
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Haughton  of  Lockheed 

Proxmire  (Dem.,  Wis.)  has  already 
made  a  fuss  over  cost  overruns  on 
the  C-5A.  If  the  Administration 
bails  Lockheed  out,  Proxmire  and 
like-minded  Congressmen  could 
very  well  decide  to  make  this  a  hot 
political  issue,  arguing  that  Lock- 
heed management  should  not  be 
spared  the  consequences  of  its  own 
business  judgments.  After  all,  they 
might  point  out,  Lockheed  got  the 
contract  by  underbidding  both  Boe- 
ing and  McDonnell  Douglas: 
Wasn't  Lockheed  betting  it  could 
handle  its  other  businesses,  too? 

Lockheed  insists  that  it  did  meet 
the  contract  terms.  "The  whole 
thing,"  says  Executive  Vice  Presi- 
dent Thomas  Morrow,  "is  over  what 


the  Air  Force  says  they  have  to  pay 
under  this  very  complex  contract, 
and  what  we,  reading  the  same 
language,  think  they  owe  us." 

Meanwhile,  other  problems  are 
piling  up  for  Lockheed.  Securities 
&  Exchange  Commission  Chairman 
Hamer  Budge  told  Forbes:  "We 
have  been  looking  at  Lockheed  for 
■  a  good  many  months.  We  haven't 
completed  our  staff  report  yet,  but 
we're  definitely  concerned." 

What  the  SEC  apparently  wants 
to  know  is  this:  Why  didn't  Lock- 
heed tell  its  stockholders  sooner 
that  it  was  in  trouble?  Instead, 
Lockheed  changed  its  accounting 
for  1968  in  such  a  way  as  to  make 
earnings  look  much  better  than 
they  would  have  under  its  older, 
more  conservative  methods;  it  be- 
gan capitalizing  some  research  and 
development  costs  that  it  formerly 
had  expensed.  Wasn't  this  some- 
thing less  than  full  disclosure?  In 
Lockheed's  defense,  an  executive 
points  out  it  couldn't  talk  about  its 
problems  because  its  customer,  the 
Pentagon,  told  it  not  to.  "It  wasn't 
up  to  us,"  the  spokesman  said. 
"The  customer  owns  the  program." 

Clearly,  Lockheed's  survival  as 
an  independent  company  under 
present  management  is  at  stake. 
Meanwhile,  its  stockholders  have 
taken  a  terrific  shellacking.  At  a  re- 
cent 14,  the  stock  is  down  from  a 
1967  peak  of  73/8— a  paper  decline 
of  more  than  $700  milHon.  ■ 


Bowers  pf  Convoir 


Survival  of  the  Fittest 

Running  a  defense  company  is  no 
happy  job  these  days,  but  Jack  L. 
Bowers  tries  to  be  philosophical 
about  the  whole  thing.  Bowers,  49, 
is  president  of  General  Dynamics* 
big  San  Diego-based  Convair  divi- 
sion, which  hasn't  been  battered  as 
badly  as  some  other  defense  con- 
tractors. Convair  lost  out  on  the 
Apollo  program  and  the  Manned 
Orbiting  Laboratory;  now  it  and 
others  are  bidding  for  NASA's  $10- 
billion  space  shuttle. 

Despite  that  project,  things  are 
grim  in  the  industry.  "There's  going 
to  be  less  business  over  the  next 
few  years,"  Bowers  concedes,  "and 
so  there  will  be  fewer  companies. 
But  it's  not  necessarily  the  smaller 
companies  that  will  drop  out.  It 
isn't  size.  It's  survival  of  the  fittest." 

Gone  are  the  days  when  a  defense 
company   could  roll   thousands   of 


copies  of  an  item  oflF  an  assembly 
line.  Today  products  are  so  sophis- 
ticated that  the  contractor  must  first 
invent  it  before  he  builds  it. 

This  leads  to  "unknown  un- 
knowns," those  problems  in  ad- 
vanced technology  that  can't  be 
anticipated  because  there's  no  way 
of  knowing  that  they  will  be  prob- 
lems. To  cope  with  this.  Bowers 
suggests  more  flexibility  in  contract- 
making:  cost-plus-fixed-fee  for  re- 
search and  development;  fiiTn-fixed- 
price  production  contracts. 

"Today,"  he  says,  "people  are 
looking  at  our  industry's  problems 
rather  than  its  accomplishments. 
We  are  in  for  two  or  three  years 
of  very  low  budgeting,  but  I'm  sure 
that  there's  a  bright  future  for 
aerospace."  Commercial  aviation 
will  keep  growing,  space  explora- 
tion is  just  starting,  and  the  U.S. 
will  surely  keep  in  the  forefront  of 
military  technology.  ■ 
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Cefting  There  Early 
t 

If  it  isn't  easy  any  more  to  remem- 
ber the  rubber  industry's  pecking 
order,  Charlie  Eaves  gets  a  lot  of 
the  blame.  Once  it  was  simple. 
First  came  Goodyear,  with  Fire- 
stone close  behind;  in  1960,  for 
example,  Cood\ear  led  in  sales 
with  $1.55  billion  vs.  Firestone's 
S1.21  billion,  in  profits  with  $71 
million  is.  $65  million.  Then,  well 
back  in  the  ruck,  came  Uniroyal 
and  Goodrich. 

The  contest  for  first  is  no  longer 
much  of  a  race.  In  their  1969  fiscal 
years  (which  do  not  (juite  coin- 
cide), Good\ear  stretched  its  sales 
lead  to  nearK  $1  billion,  with  $-3.22 
billion  IS.  Firestone's  $2.28  billion, 
while  its  profits  rose  $10  million  to 
S158  million  vs.  Firestone's  $10- 
million  dip  to  $117  million. 

A  key  factor  in  Goodyear's  surge 
was  its  coup  in  bias-belted  tires, 
now  the  hottest  thing  in  the  busi- 
ness; and  a  key  man  in  bias-belted 
tires  at  Goodyear  has  been  Charles 
A.  Eaves  Jr.,  55,  who  just  got  an 
executive  vice  presidency. 

Eaves  was  running  Goodyear's 
replacement-tire  division  in  late 
1967  when  the  company  chose  to 


introduce  its  bias-belted  Polyglas 
(for  polyester  and  fiber  glass)  tire 
in  the  replacement  market,  with 
no  idea  whether  Detroit  would  ac- 
cept so  costly  a  tire  for  use  on  new 
cars.  The  move  coincided  perfect- 
ly with  the  auto  safety  boom,  and 
now  about  90?  of  new  cars  come 
with  bias-belted  tires. 

The  bias-belted  tire  was  intro- 
duced not  by  Goodyear  but  by 
Armstrong  Rubber,  early  in  1967. 
But  by  committing  itself  early, 
Goodyear  got  such  a  jump  that  it 
made  over  22  million  Polyglas  tires 
last  year,  over  half  the  bias-belted 
market.  Eaves  expects  half  of  Good- 
year's  replacement  business  this 
year  to  be  Polyglas;  and  replace- 
ment is  where  the  profit  is. 

"Polyglas  is  a  marketing 
success  story,"  says  Eaves,  who 
came  from  little  Mansfield  Tire  & 
Rubber  to  Goodyear  in  1956.  "We 
had  doubled  the  number  of  our  dis- 
tribution outlets  in  the  five  years 
before  Polyglas  came  out.  The  fact 
that  we  sold  so  many  in  such  a 
short  time  just  proves  the  strength 
of  our  distribution  system." 

It  also  proves  that  no  marketing 
techni(]ue  beats  getting  to  market 
early  u  ith  a  good  new  product.  ■ 


Eaves  of  Goodyear  Tire  &  Rubber 


Go/dsfon  of  Eastern  Gas  &  Fuel 


"Did  You  Get  the 
License  Number?" 

"I  FEEL  like  the  guy  who  was  run 
over  by  a  truck,  picked  himself  up, 
then  got  hit  by  the  car  behind  the 
truck,"  says  Eli  Goldston,  president 
of  Boston's  Eastern  Gas  &  Fuel. 

It's  understandable.  After  turn- 
ing EG&F  around  dramatically  in 
the  years  196.3-67,  he  has  had  one 
setback  after  another  in  the  last 
two  years.  The  company's  West 
Virginia  mines  suffered  work  stop- 
pages in  1968  over  a  new  United 
Mine  Workers  contract  and  in 
1969  over  health  and  safety  legis- 
lation and  even  over  internal  UMW 
politics.  When  coal  shipments 
dropped,  EG&F's  barge  lines,  al- 
ready hurt  by  the  slump  in  fertiliz- 
er, lost  still  more  traffic. 

Even  Goldston's  four  Harvard 
degrees  (A.B.,  law,  business  and 
industrial  administration)  hadn't 
taught  him  how  to  come  unscathed 
through  all  that.  Though  sales  kept 
inching  ahead  last  year  to  $213 
million  from  $203  million  two  years 
before,  per-share  earnings  dipped 
15%  to  $1.32,  the  level  of  1965. 


"I  think  the  worst  is  behind  us," 
Goldston  says.  "We  can  probably 
get  coal  production  up  to  20  mil- 
lion tons  this  year"— quite  a  jump 
from  last  year's  13  million  tons. 

With  less  labor  unrest,  Goldston 
also  stands  to  benefit  from  rising 
demand  for  steam  and  metallurgic- 
al coal,  which  is  pushing  up  prices. 
EG&F  sells  both  kinds,  and  has 
new  mines  coming  into  production 
this  year.  All  that  tonnage  will  also 
mean  more  traffic  for  his  barges. 

EG&F's  Boston  Gas  subsidiary 
and  37%-owned  Algonquin  Gas 
Transmission  pipeline  have  just 
won  rate  increases.  Goldston  pio- 
neered the  import  of  liquefied  nat- 
ural gas  from  Algeria,  and  he  is 
stepping  it  up.  He  is  also  excited 
by  possibilities  for  new  waste-dis- 
posal compaction  methods.  "They'd 
give  us  the  perfect  backhaul  for 
our  coal  barges,"  he  says. 

Still,  Goldston,  who  took  over 
running  EG&F  for  the  control- 
ling Scheuer  family  of  New 
York  (which  includes  Congressman 
James  Scheuer),  has  learned  that 
running  a  company  is  even  harder 
than  they  said  at  Harvard.  ■ 
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We're  playing  a  part  in 


Across  America,  an  ever-growing  network 
of  subterranean  pipelines  silently  and  safely 
transports  our  tremendous  resources  of 
natural  gas  and  petroleum.  And  beneath  our 
cities  and  suburbs,  intricate  systems  handle 
the  flow  of  public  utility  services  such  as 
water,  power,  lights,  heat,  communications, 
and  sanitation. 

It's  a  movement  people  take  for  granted 
because  it  can't  be  seen.  But  that's  the 

PRINCIPAL  PRODUCTS:  AVISCO  fibers;  packaging  films;  industrial  strappings  a  BOLENS  compact  tractors  a  CHICAGO  waste  treatment  systems  a  CHIKSAN.  0-C-tI 
on  inousiry  equipment  a  f-MC  tood  processing  equipment;  packaging  &  converting  machinery;  systems  engineering  d  FMC  industrial  chemicals  a  FMCdelensen 


beauty  of  it :  putting  below  the  surface 
efficient  systems  of  distribution  that  bei 
all  of  us  every  day.  1 

FMC  Corporation  is  part  of  America 
underground  movement  in  a  major  way 
Our  Link-Belt  Speeder  excavators  —  trei 
hoes,  pipeliners,  power  shovels,  clamshel 
help  beautify  our  country  as  this  trend 
toward  out-of -sight  systems  grows. 


We're  working  above  the  ground,  toj 

o-c-tl 

ensen 

4 


ndei^ound  movement. 

r  Link-Belt  construction  equipment 
i  build  soaring  office  complexes,  re- 
lates cities,  and  removes  urban  blight. 
;  America  progresses,  above  the 
nd  and  below,  FMC  is  contributing  its 
?ies  and  ideas  to  help  make  this 
try  a  better  place  to  live. 
)r  more  information  about  our  company, 
3  FMC  Corporation,  Executive  Offices, 
Jose,  California  95106. 

3ERS0N  railcars  &  marine  vessels  a  JOHN  BEAN  agricultural,  automotive,  airhne.  &  fire  fighting  equipment  a  LINK  BELT  power  transmission,  materials 
4  construction  equipment   d  NIAGARA  agricultural  chemicals  &  seeds  n   PEERLESS  i  COFFIN  pumps  a   SYNTRON  &  STEARNS  electromagnetic  equipment. 


CORPORITION 


Putting  ideas  to  work  in  Machinery-Chemicals  Defense  Fibers  &  Films 


The  Money  Men 


Neff  of  Windsor  Fund 


The  Tortoise 
and  the  Hare 


John  Neff  is  an  unprepossess- 
ing, almost  self-effacing  man  who 
doesn't  come  on  strong  when  you 
first  talk  with  him;  he's  not  one  of 
your  glib,  Ivy  League-type  young 
money  men.  But  hear  him  out;  it 
gradually  dawns  on  you  that  here 
is  an  extremely  sharp  money  man- 
ager, a  man  with  his  own  style. 

You  might  say  that  John  Neff 
looks  on  money  management  as  a 
race  between  the  tortoise  and  the 
hare,  and  he  prefers  to  be  the  tor- 
toise. The  metaphor  is  ours,  not  his, 
because  Neff  doesn't  talk  this  way. 
But  he  does  refer  to  himself  as  a 
"mossback"   or   a   "fuddy   duddy." 

There's  nothing  fuddy-duddy 
about  his  results.  Neff  runs  the 
Windsor  Fund,  a  good-sized— 
$300-million-part  of  Philadelphia's 
Wellington  group,  and  runs  it  very 
well.  Windsor's  asset  value  has 
doubled  over  the  past  six  years, 
and  the  fund  has  performed  in  an 
extraordinarily  consistent  fashion. 
Windsor  has  had  only  one  losing 
year  in  the  six   (1966,  down  5%). 

"What  I  look  for,"  Neff  says,  "is 
I  20%-25%  gain  on  an  investment, 
and  if  I'm  lucky— as  I  was  v.  ith 
Crown  Cork  &  Seal  and  Alberto 
Culvcr-I  might  get  35%  or  more.  I 
try,  but  it's  difficult  to  get  in  at  the 
bottom  or  out  at  the  top.  I  l  lally 
ride  in  between." 

Is   that   bad?  Is   that  a  modest 


goal?  We'd  say  not.  Look  at  it  this 
way:  A  20%  return  compounded 
doubles  your  money  in  less  than 
four  years.  And,  by  contrast,  a  100% 
gain  followed  by  a  50%  loss  over 
the  same  period  brings  you  out  just 
even.  That's  what  we  mean  by  the 
tortoise  and  the  hare.  The  hare 
starts  fast  but  loses  out.  The  tor- 
toise keeps  up  a  consistent  pace  and 
ends  up  far  ahead. 

As  John  Neff  tells  it:  "You  might 
say  that  we've  had  two  average 
years,  1965  and  1967,  one  so-so, 
and  two  good  years,  1968  and 
1969.  But  we've  never  been  a  so- 
called  showcase  fund."  Didn't  he 
feel  left  out  when  Enterprise  Fund 
made  over  100%  in  1967  and  the 
Mates  Fund  72%  in  1968?  No,  says 
Neff  flatly,  and  he  shouldn't,  con- 
sidering their  later  performances. 

Neff,  a  38-year-old  graduate  of 
University  of  Toledo  and  Western 
Reserve  School  of  Business,  became 
investment  manager  for  the  Wind- 
sor Fund  in  1964;  even  then  it  was 
a  good-sized  fund,  with  $75  mil- 
lion in  assets.  When  Neff  took  over, 
the  fund  had  little  glamour  and 
held  a  rather  unimaginative  so- 
called  growth  portfolio.  Neff  started 
changing  the  mix  of  the  portfolio 
toward  blue  chips,  but  he  did  it 
rather  slowly;  he  was  careful  not  to 
downgrade  its  quality.  Pre- Welling- 
ton, Neff  spent  eight  years  in  a 
Cleveland  bank's  trust  department, 
and  the  trust  company  emphasis  on 
prudence  has  never  left  him. 

"At  that  time  I  realh'  didn't  ob- 


ject to  the  prudent-man  theory  or 
the  traditional  trust  idea  of  having, 
say,  so  much  of  a  portfolio  in 
chemicals  and  so  much  in  automo- 
bile manufacturers,"  says  Neff. 
"The  thing  I  tried  to  do  is  expand 
on  this  idea  and  give  it  some  dy- 
namics. Where  a  lot  of  trust  de- 
partments go  wrong  is  believing 
there  is  something  preordained  in 
10%  of  this,  and  if  you  hold  it  for- 
ever it  will  bring  you  the  yield. 
This  rigidity  accounts  for  the  fact 
that  they  haven't  made  anything 
out  of  their  so-called  blue  chips." 

Neff  may  hold  such  blue  chips  as 
Goodyear  and  Phelps  Dodge  for  up 
to  a  year  and  more,  but  often 
he'll  hold  them  for  much  less  time. 

Not  that  Neff  won't  live  with  a 
stock  for  a  long  time;  Windsor's 
turnover  in  1969  was  a  mere  43%. 
But  he  won't  marry  any  one  of 
them.  Over  an  18-month  period  he 
may  have  owned  a  stock  as  many  as 
two  or  three  times.  At  any  time  his 
collection  of  stocks  may  look  like 
the  bluest  of  the  blue.  For  instance, 
his  most  important  holdings  cur- 
rently are  IBM,  Kresge,  Ameri- 
can Telephone,  Goodyear,  Coastal 
States  Gas,  Sperry  Rand,  Delta  Air 
Lines,  Kennecott  Copper,  Central 
&  South  West,  Columbia  Gas.  But 
there  is  nothing  sacred  about  any  of 
them,  and  he'll  hold  them  only  as 
long  as  they  fulfill  a  rigid  set  of 
predetermined  standards. 

"Many  people  will  buy  a  Stand- 
ard Oil  of  New  Jersey  out  of  fear 
or    a    lack    of    imagination.    They 
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lia\e  some  mone>  and  the\  don  t 
kiYbw  where  to  put  it.  I  buy  Jersey 
or  a  group  of  oil  stocks  only  if  I 
think  the  market  is  going  to  need 
that  stock  or  group  of  stocks."  N'eff 
constantly  refers  to  the  market  in 
alimentar\  terms  such  as  "need," 
"sustenance,"  "food,"  seeming  to 
look  upon  the  suppK-and-demand 
relationship  of  the  stock  market 
rather  like  a  farmer  who  rotates 
his  fields,  alwa\s  using  the  same 
crops  but  not  all  at  the  same  time. 

Neff  is  presently  at  least  40?  in 
utilities  and  banks,  i)Mt  he'll  prob- 
ably be  out  of  them  before  an\one 
else  and  on  to  some  other  group 
because  he  has  gotten  at  least  his 
20?  out  of  main  of  them. 

So  much  for  Xeft's  goals.  Equal- 
ly interesting  is  what  he  sta\  s  away 
from.  These  are  what  Nefl  calls 
the  "disaster  stocks."  By  this  he 
means  stocks  that,  no  matter  what 
their  allure,  could  bring  disaster  to 
the  holder.  He  sticks  to  stocks  with 
little  risk  on  the  down  side. 

"When  I  go  what  I  call  'bottom 
fishing.'  I  try  to  get  companies 
with  as  broad  a  market  as  possi- 
ble and  with  few  other  funds  in 
them,"  sa\s  Neff.  "Look  at  Stand- 
ard Oil  of  Ohio.  When  we  got 
into  it,  we  were  one  of  only  three 
mutual  hnids  there.  The  moms 
and  pops  owned  it.  liut  after  the 
British  Petroleum  merger  was  an- 
nounced, there  were  28  funds  in  it 
and  they  held  6.7?,  and  that's 
when  we  got  out.  We  got  in  be- 
cause of  the  company's  fundamen- 
tals—that its  earnings  should  go  up 
8?- 10%  a  \ear  and  we  expected  to 
make  40?-50?  on  our  money.  We 
were  lucky,  and  when  we  sold  it 
we  had  doubled  our  mone\ ." 

Neff  sold  Sohio  at  102  and  it 
sub-secjuently  went  to  120.  So  he 
sold  too  soon.  No  regrets,  though: 
He  wants  a  moderate,  safe  profit, 
not  a  big,  risky  one. 

In  the  case  of  utilities,  after 
deciding  that  he  wanted  to  own 
them,  Neff  made  a  list  of  ten 
qualities  or  questions  that  would 
eliminate  at  least  half  of  the  pos- 
sibilities. In  the  end  he  bought 
Toledo  Edison,  which  has  gone 
from  26  to  32)2,  Houston  Light  and 
Power  at  36,  now  up  to  43,  and 
Montana  Power  at  26,  now  29/8. 

The  key  word  in  John  Neff's  in- 
vestment philosopln  is  "need." 
What  he  means  by  it  is  roughly 
this:  The  huge  and  growing  in- 
stitutional market  has  a  voracious 


appetite  for  stocks,  but  it  usually 
stays  away  from  buying  stocks  un- 
til it  can  see  a  trend  toward  them. 
NeflF  tries  to  get  in  ahead— but  not 
too  far  ahead— of  the  trend.  Most 
stock  groups  have  a  season  for  the 
institutions— the  airlines  one  time, 
the  building  stocks,  even  the  rail- 
roads sometimes— and  Neff  tries  to 
buy  stocks  that  he  thinks  the  in- 
stitutions will  want,  say,  six  months 
from  now.  He's  not  at  all  interested 
in  the  stocks  the  institutions  feel 
they  ought  to  own  today.  That's 
what  he  means  by  looking  for  stocks 
the  market  will  iwccl. 

A  few  specific  examples:  Back 
in  1968  when  man\  funds  were 
heavy  in  the  conglomerates  and 
were  flirting  with  letter  stocks  and 
the  like,  Neff  had  already  turned 
conservative;  lie  bought  banks 
and  utilities.  Sure  enough,  in  the 
last  six  months  a  lot  of  other  insti- 
tutions decided  they  "needed' 
banks  and  utilities  and,  thus, 
Windsor  Fund  has  a  nice  litll(> 
l)i()fit  this  \ear. 

.Nefl  is  still  hanging  on  to  the 
utilities  that  make  up  24?  of  his 
portfolio.  He  figures  they  will  !)c 
good  for  another  six  months,  as 
money  rates  drop  and  utility  yields 
start  to  look  more  attractive.  As 
this  happens  the  stock  market  will 
"need"  utilities,  and  larmer  Nell 
will  be  glad  to  supply  the  market 
out  of  his  granar>'. 

For  example,  he  was  an  early 
enthusiast  for  S.S.  Kresge,  a  re- 
cent fund  sweetheart.  But  he  cut 
his  holdings  back  sharply  last  fall, 
at  a  time*  when  many  funds  were 
still  buying.  As  a  result,  Windsor 
was  not  loo  badly  hurt  when  the 
stock  suddenlv  nose-dived  in  ear!\' 
March  (sec  p'.  60) . 

In  the  meantime  he's  studying 
and  thinking  about  what  the  mai- 
ket  will  "need"  next.  He  suspects 
that  the  next  candidates  may  well 
be  among  conglomerates,  consum- 
er companies  and  what  he  calls 
commodity  companies,  like  some 
of  the  copper  and  aluminum  com- 
panies. But  that  won't  be  for 
some  time. 

But  what  if  Nefl  picks  wrong? 
What  if  he  stocks  up  on  stocks 
that  the  market  doesn't  decide  to 
need?  Well,  even  then  he  wouldn't 
be  dead.  Not  the  way  he  care- 
fully minimizes  his  risks  and  sticks 
to  highly  liquid  situations. 

So,  what's  wrong  with  being  a 
tortoise  instead  of  a  gunslinger?  ■ 


We  build 
strong 

companies 

three  ways. 

Through  financial  support, 
manufacturing  assistance  and  by 
fostering  the  entrepreneurial  spirit. 

SKW  VENTURES  is  interested 
in  helping  young  technology-based 
companies  become  strong.  And  we 
realize  that  men  who  have  the  in- 
sight, individualism  and  stamina  to 
create  these  successful  businesses 
are  best  qualified  to  operate  them. 

We  seek  participation  in  com- 
panies having  a  potential  for  growth 
through  the  application  of  advanced 
technology  in  manufactured  prod- 
ucts and  their  related  services. 

For  the  company  desiring  to  ex- 
plore our  assistance  and  investment 
participation,  in  strictest  confidence, 
please  contact: 

Victor  P.  Kovacik 

530  Fifth  Avenue,  Dept.  E. 

New  York,  New  York  10036 

Phone:  (212)  697-2.345 


SKV\/i 

VENTURES 

an  activity  of  Studebalcer-Worthington,  Inc 


Koppers  net  earnings  per 

common  share  for  1969  were 

$3.70-up16%  from  1968. 

Koppers  Company, 
Pittsburgfi,  Pennsylvania 


KOPPERS 


FORBES,  APRIL   1,    1970 


73 


On  April  1 7 ,  HOLT  will  release  a  searching  appraisal— ivfth 
I  specific  projections — of  the  new  AT&T  warrants.  You  will  re- 
I     ceive  the  full  study,  as  an  extra  bonus,  under  the  offer  below. 

WARRANTS 

Presenting  HOLFs  10  key  rules  for  effective  investing  in  these 
volatile  issues,  plus  specific  new  ratings  of  all  listed  warrants 


Although  warrants  are  among  the  most  volatile  of  all  securities, 
they  can  oiFer  extraordinary  profit  opportunities  to  serious  in- 
vestors as  well  as  speculative  traders  ...  in  both  rising  and  fall- 
ing markets.  Many  of  them  carry  enormous  leverage.  Under  the 
RIGHT  circumstances,  a  few  hundred  dollars  invested  in  a 
warrant  may  do  the  work  of  a  thousand  dollars  or  more  in  a 
common  stock. 

So  it  is  little  wonder  that  warrants  are  commanding  such  wide 
interest  among  sophisticated  investors.  But  some  may  tend  to 
forget  that,  along  with  their  sometimes  great  upside  leverage, 
many  warrants  possess  very  substantial  downside  leverage.  Lev- 
erage can  work  both  ways. 

However,  by  adopting  what  we  consider  the  10  key  rules  for 
successful  warrant  trading,  we  believe  investors  can  tap  profit 
potentials  that  greatly  outweigh  the  risks.  Moreover,  the  knowl- 
edgeable use  of  warrants  can  give  you  unusual  opportunities  to 
springboard  .sizable  capital  gains  from  market  declines. 

WHAT    WARRANTS    ARE 

A  warrant  is  simply  an  option— issued  by  a  company  itself— usu- 
ally to  purchase  one  share  of  the  company's  common  stock  at  a 
specified  "exercise"  price  within  a  specified  time  span.  It  is  really 
just  a  "back-door"  investment  in  a  company  which  typically 
greatly  atuplifies  the  price  swings  of  the  common  stock. 
The  price  of  a  warrant  relates  importantly  to  three  factors:  (a) 
tlie  strength  of  the  common  stock;  if  the  stock  lacks  the  poten- 
tial for  significant  action,  the  chances  are  the  warrant  will  just 
lie  there  too  .  .  .  (b)  the  time  until  expiration;  as  a  rule,  the 
longer  a  warrant  has  to  rim  the  more  valuable  it  is  .  .  .  ( c )  the 
terms  of  the  warrant:  whether  it  is  arbitarily  callable  by  the 
company,  whether  or  not  it  is  protected  against  dilution,  etc. 

FIGURING   LEVERAGE 

Leverage  is  the  first  thing  the  "smart  money"  looks  for  in  a  war- 
rant. Many  veteran  warrant  traders  figure  the  upside  leverage 
factor  as  the  amount  the  warrant  will  move  up  if  the  stock 
doubles  in  price. 

To  illustrate,  let's  say  a  stock  is  selling  at  50,  and  there  is  a  war- 
rant giving  the  option  to  l)ny  the  stock  at  40.  Thus  the  warrant 
has  an  intrinsic  value  of  10.  If  the  stock  goes  to  100  (an  in- 
crease of  100%  )  the  warrant  would  have  an  intrinsic  value  of 
60-ari  increase  of  .500%.  Becau.se  of  die  premium  a  warrant 
normally  carries,  its  actual  appreciation  would  probably  l)e  less 
than  500%,  but  nonetheless  much  greater  than  that  of  the  com- 
mon. 

To  -ic'cure  such  an  upside  leverage  factor,  the  investor  must  be 
ready  to  accept  the  accompanying  downside  risk.  But  unlike 
buying  stocks  on  margin,  warrants  can  sometimes  provide  far 
greater  upside  than  downside  leverage. 

We  call  the  relationship  between  a  warrant's  upside  leverage 
factor  and  downside  leverage  factor  its  Leverage  Index  —  and 
we  consider  this  one  of  the  most  important  single  pieces  of  data 
you  need  on  any  warrant.  ( The  /;o»ii/.s  study  offered  below  gives 
you  holt's  Leverage  Index  for  every  listed  warrant.) 

THE    10    KEY    RULES 

In  an  enormously  coinprehensive-and  nontechnical-fuW  scale 
bpectat  Study  on  Warrants,  THE  HOLT  INVESTMENT  AD- 
VISORY carefully  explains  the  potential  vs.  risk  in  these  unusual 
and  of  ten-misunderstood  securities  and  plainly  sets  forth  the  10 
key  niles  we  consider  essential  to  successful  warrant  investing. 
Partial  contents: 

•  How  to  calculate  the  intrinsic  value  of  a  warrant. 

•  How  to  figure  the  percentage  premium  of  a  warrant  relative 
to  the  common  stock  price.   This  shows   the  intangible-or 

non-intrinsic  —value  of  a  warrant. 

•  Why  warrants  should  u.sually  be  bought  onlv  to  realize  capital 
gains  and  not  to  exercise. 

•  What  you  should  know  al>out  a  stock's  momentum  before 
you  Iniy  the  warrant. 
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•  Exactly  how  a  warrant's  upside  leverage  factor,  downs 
leverage  factor  and  Leverage  Index  are  arrived  at. 

•  Why  a  warrant  with  no  intrinsic  value  is  usually  prefera 
to  one  that  has  intrinsic  value. 

•  Why  you  should  steer  clear  generally  of  warrants  with 
than  two  years  to  go  before  expiration. 

•  How  the  option  to  use  certain  bonds,  instead  of  cash,  can 
hance  the  exercise  value  of  a  warrant. 

•  What  to  do  about  callable  warrants  ( which  can  be  redeen 
by  the  issuing  company  before  expiration ) . 

•  What  to  do  about  warrants  with  step-up  provisions  in  the  ei 
cise  price. 

•  How  to  sidestep  dilution  of  your  investment  in  warrants. 

•  How  to  hedge  warrants  for  bear  market  profits— including 
full  method  to  short  a  stock  against  its  warrant  without  j 
ting  up  any  cash  for  your  short  sale. 

SPECIFIC    RATINGS   OF  ^ 

ALL   LISTED   WARRANTS  ^ 

In  addition  to  all  the  basic  "how  to"  information  and  guida 
outlined  above— which  comes  to  you  in  plain  English— HOI 
revealing  special  Warrant  Study  also  gives  you  specific  rati 
of  all  listed  warrants  .  .  .  including  among  them: 

Ling-Temco-Vought  Gulf  &  Western 

AMK  Corp.  Leasco  Data 

National  General  Avco  Corp. 

Rapid  American  McCrory 

Commonwealth  Un  Loew's  Theatre 

For  each  listed  warrant,  the  specific  ratings  give  you  (a) 
number  of  warrants  outstanding,  ( b )  number  of  common  sm 
per  warrant,  (  c )  exercise  price  per  share,  (  d  )  when  the  wan 
expires  or  exercise  terms  change,  (  e )  the  specific  bonds  that  r 
be  used  for  exercise  purposes  instead  of  cash,  { f )  recent  priti 
warrant  and  common  stock,  (g)  die  premium  of  the  wan 
relative  to  the  common,  ( h )  upside  leverage  factor,  ( i )  do 
side  leverage  factor,  (j)  Leverage  Index,  and  (k)  the  cun 
momentum  of  the  common  stock. 

2    MOST    ATTRACTIVE    NOW 

If  highly  volatile  warrants  have  a  legitimate  place  in  your  inv 
ment  strategy,  we  believe  this  comprehensive  study  can  key  : 
into  opportunities  and  give  you  the  data  you  need  to  go  a 
very  sizable  rewards  that  other  investors  may  miss.  And  it  t 
you  in  clear  detail  how  to  use  warrants  for  bear  market  as  \ , 
as  bull  market  profit  potential.  SpecificalK ,  the  study  cites 
2  warrants  we  believe  are  relatively  most  attractive  now. 
You  can  receive  diis  eye-opening  full-scale  S/K'tifl/  Study  on  W 
rants- as    a    BONUS— widi   your    introductoi-y   six-week    (tli 
issue)  Guest  Subscription  to  THE  HOLT  INVESTMENT/ 
VISORY  .  .   .  the  truly  professional  service  for  the  private 
vestor.  To  accept  this  special  (over  50%  oft)  introductory  o 
—which  is  limited  to  new  Guest  Subscribers  only—uae  the  coup 
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THE  MUHlN VESTMENT  ADVISORY 

Published  by  T.J.  Holt  &  Company,  Inc. 

305  Madison  Avenue,  New  York,  N.Y  10017 

Please  send  me  your  complete  Special  Study  on  Warrants 
—as  a  BONUS— \\'ith  my  sLx-week  (three-issue)  Guest 
Subscription  to  THE  HOLT  INVESTMENT  ADVISORY. 
Also  send  nie-as  an  EXTRA  BONUS-your  forthcoming 
April  17  full-scale  study  and  appraisal  of  the  new  AT&T 
warrants  (as  well  as  the  rights,  bonds  and  common  stock) 
as  soon  as  it  is  released.  My  $5  remittance  is  enclosed. 

Name . 

Address 

City State Zip . 


(This  subscription  not  assignable  without  your  consent)  FB-300 
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The  Forbes  Index 


preliminary 


Composed  of  the  following: 
Production 

•  How  much  are  we  producing'  (Federal  Re- 
serve Boar  a  Index  ol  Iridustnal  Production  i 

•  What  volume  of  hard  goods  are  we  ordering'' 
iDept  ol  Comrnerce  latest  three  months  new 
orders  ol  durable  goods  related  to  inventories  i 

•  How  intensively  are  we  building'  iDept    of 


Commerce  private  nontarm  housing  starts) 
Consumption 

•  How  much  are  people  spending'  (Dept  ol 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt'  (Federal  Reserve  nef  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services'  ^Depf.  ol  Commerce 


JAN 136.9 

FEB 137.6 

MAR 137.3 

APR 138.3 

MAY    138.7 

JUNE   139.4 

JULY   138.2 

AUG 137.5 

SEPT 137.1 

OCT 137.2 

NOV 136.3 

DEC 134.5 

JAN 132.0 

FEB.  (prel.)      130.0 


service  price  index  related  to  the  consumer 
price  index) 
fncome 

•  How  much  are  workers  earning?  (Depf.  ol 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  ol  Labor  initial  unemployment  claims} 


MARKET  COMMENT 

By  L  0.  Hooper 

A  Frustrating  Period 


Jeah  .m.^rkkts  do  not  end  in  a  ino- 
nent,  in  the  twinkling  of  an  eye.  Nor 
o  hull  markets  start  out  with  a  banji, 
without  doubts  and  liesitations.  Riglit 
ow,  and  pri)l)ahK  for  some  months 
o  come,  the  slock  market  is  in  a  pe- 
iod  of  transition.  It  will  be  frnstrat- 
ig.  hnestor  ctnotions  will  blow  hot 
nd  cold. 

I  think  that  a  niajorit\  of  stocks 
ave  probabK  registered  their  bear 
narket  lows;  but  a  minorit\  ha\e  not. 
"urthennore,  the  new  bull  market 
tattern  has  not  \et  emerged.  This  is 
a  new  ball  game."  The  selectivity 
vill  be  diflerent,  and  it  will  develop 
nly  gradually. 

Perhaps  it  is  a  good  sign  that  the 
[lamour  stocks  liave  lateK  been  act- 
g  worse  than  the  c\  clicals.  This  may 
»e  an  indication  that  the  last  of  the 
ver\aluations  and  the  last  of  the  ex- 
esses  are  l)eitig  washed  out.  Indeed, 
ve  may  have  indulged  in  those  ex- 
esses  of  pessimism  which  are  the 
)enchmaiks  of  a  completed  liquida- 
ion.  In  a  bear  market,  as  in  a  bull 
narket,  we  must  go  to  extremes. 

Between  the  writing  of  this  column 
nd  the  time  it  is  read  there  is  a  brief 

fJIr.   Hooper  is  auociated  with  tfie  New  York  Stock 
,  'Change  firm  of  W.E.  Hjtton  &  Co. 

ORBES,  APRIL   1,    1970 


passage  of  events,  some  of  which,  in 
passing,  seem  important;  but  we 
should  be  thinking  of  broader  trends 
rather  than  da\-to-day  developmenls. 
There  is  exidence  that  the  contiiiiied 
tightening  of  money  has  stopped,  but 
up  to  now  there  is  little  e\idence  to 
make  one.  think  that  money  is  being 
made  more  abimdaiit.  In  spite  of  all 
this,  the  going  rate  on  AAA-rated 
bonds  has  dropped  from  a  little  over 
9'i  to  about  8.45'1,  and  short-term 
money  is  available  at  a  httle  under  7% 
as  against  a  little  higher  than  8%  not 
mail)'  weeks  ago.  Some  sm;ill  banks 
have  cut  the  prime  rate,  but  all  this 
is  more  a  matter  of  psychology  than 
an  important  easing  of  loan  rates. 
Most  batiks  still  are  lending  most  of 
their  money  at  rates  higher  than  the 
prime  rate.  In  fact,  the  priine  rate, 
too,  is  more  psychological  than  luath- 
ematical.  Of  course  the  bear  maiket 
was  based  on  tight  money  and  higher 
interest  rates;  so,  it  would  apparent- 
ly follow,  indication  of  a  change  in 
the  credit  environment  is  the  one  big 
factor  in  the  stock  market. 

It  is  comforting  to  remember  that 
the  stock  market  discounts  events  in 
advance  instead  of  reflecting  them  as 
they  occur.  Most  of  1969,  stocks  were 


going  down  atid  earnings  were  going 
up.  This  \ear,  I  think,  it  is  obvious 
that  earnings  will  be  going  down,  but 
slocks  may  be  going  up  in  anticipa- 
tion that  1971  will  be  a  better  earn- 
ings year  than  1970.  It  should  tiot  be 
assumed,  however,  that  1971  will 
be  a  great  boom  \ear.  It  will  probably 
be  a  recover)  \ear,  but  not  a  sensa- 
tional year.  It  will  be  a  year  in  which 
new  trends  and  new  selectivitv  will  be 
deseloping.  It  really  is  too  early  for 
the  "new  ball  gatne"  to  be  taking 
form.  Hence,  1971  will  be  a  year  bet- 
ter than  1970,  but  not  as  good  as  ei- 
ther 1966  or  1967. 

Don'f  Be  In  A  Hurry 

Some  weeks  ago  I  warned  that  you 
cannot  hurry  this  market.  1  suspect, 
however,  that  from  time  to  time  we 
will  try  to  hurry  it  only  to  find  that  it 
can't  be  done.  While  the  stock  iriarket 
no  doubt  will  be  "better  than  in 
1969,"  at  times  it  will  be  irregular, 
atid  we  should  be  aware  of  the  pos- 
sibility, nay  the  probability,  of  frus- 
trating fluctuations— especially  when 
sentiinent  gets  too  boisterous. 

A  word  about  price/earnings  ratios 
may  be  in  order.  Most  people  do  not 
realize  that  ratios  logicalh'  should  be 
higher  in  periods  of  low  earnings  than 
in  years  of  high  earnings.  In  a  cyclical 
economy  (and  we  still  have  one), 
stocks  tend  to  anticipate  lower  earn- 
ings when  profits  are  high  and  to  an- 
ticipate higher  earnings  when  profits 
are  low.  And  that's  the  way  it  should 
be,  because  if  the  stock  market  were 
entirely  logical,  stocks  would  always 
sell  at  a  mean  price  between  pros- 
perity and  recession  rather  than  high 
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I  WARRANTS  I 

m  move  faster  and  further  tlian  any  other  type  of  g 

g  security— both  up  and  down.  Thus,  in  previous  m 

m  years,   General   Tire  &  Rubber  Warrants  moved  = 

1  from  4V2  to  206  and  United  Air  Lines  Warrants  £ 
g  from  4%  to  126  amid  a  host  of  similar  ex-  m 
g  amples,   v«hile  a  Martin-Marietta  Warrant  sliid-  s 

2  ded  from  46%  to  14%  with  plenty  of  down-  g 
g  side  company.  Since  the  outstanding  leverage  g 
5  of  Warrants  is  indisputable,  and  since  the  num-  g 
M  ber  of  actively-trading  Warrants  is  growing  rap-  g 
s  idly— 170  currently  that  you  sliould  linow  about  g 
g  —with  more  top-flight  companies  issuing  War-  g 
m  rants;  AMK,  Gulf  &  Western,  Ling-Temco,  Loew's  s 
M  etc.— you  should  know  what  Warrants  are,  which  = 
m  Warrants  trade  In  today's  market,  and  the  basic  g 
I  rules  for  recognizing  opportunities  in  Warrants  m 
m  (and  dangers)  when  they  occur.  g 
i  The  R.H.M.  Warrant  &  Stock  Survey  -f  Stocks  a 
B  Under  10,  is  one  of  the  largest  and  most  re-  m 
g  spected  investment  services  covering  the  War-  g 
g  rant  field,  with  more  than  two  decades  of  ser-  B 
g  vice  to  investors  under  the  editorship  of  Sidney  g 
g  Fried,  a  name  associated  with  the  Warrants  field  g 
g  in  every  financial  center  of  the  western  world,  g 
g  Let  us  tell  you  how  our  service  approaches  devel-  = 
E  oping  opportunities  in  Warrants,  in  the  general  I 
1  stock  market,  and  in  "Stocks  Under  10".  There  g 
g  Is  no  obligation,  and  there  is  no  cost  for  this  g 

3  valuable  information,  yet  it  could  mean  a  great  g 
g  deal  to  you  In  the  active  markets  ahead.  For  g 
s  your  tree  copy,  send  today  to  Warrants,  Dept.  = 
i  F-421,-  R.H.M.  Associates,  220  Fifth  Avenue,  S 
I  New  York.  N.Y.,  10001.  I 
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when  prosperity  is  greatest  and  low 
when  earnings  are  lowest.  Following 
this  thought  through,  price/earnings 
ratios,  based  on  current  earnings, 
should  be  higher  in  a  low-earnings 
year  like  1970  than  in  a  high-earn- 
ings year  such  as  1969.  Let's  not  be 
too  mechanical  about  this,  but  let's 
keep  the  principle  in  mind. 

Right  now,  stocks  are  not  compet- 
ing with  bonds  on  a  yield  basis.  Bond 
yields  will  probably  continue  to  be  ■ 
higher  than  stock  yields.  But  in  bonds 
one  has  to  take  into  consideration  de- 
terioration in  the  buying  power  of 
principal  at  the  rate  of  2%  to  4%  a 
year,  and  it  is  hoped  that  there  will 
be  some  appreciation  in  the  buying 
power  of  the  principal  in  stocks.  One 
gets  5%  to  1%  on  some  representative 
stocks  and  8.5%  to  9%  on  bonds,  with 
the  9%  only  on  issues  of  lesser  quality. 

6%  Yields 

The  other  day  I  picked  out  a  few 
stock  issues  which,  at  that  time,  were 
offering  a  return  of  6%  or  a  little  bet- 
ter. Among  these  were  Amsted,  Ana- 
conda, Bethlehem  Steel,  Canadian  In- 
ternational Power  (dividend  earned 
almost  three  times),  Cerro,  Chesa- 
peake &  Ohio,  Cities  Service,  Cleve- 
land Electric  Illuminating,  Consolidat- 
ed Edison,  Continental  Oil,  Detroit 
Edison,  Duquesne  Light,  General 
Motors  (assuming  a  $4.30  dividend), 
Inland  Steel,  Louisville  &  Nashville 
(about  7%),  Midland-Ross,  National 
Lead,  National  Steel,  Pullman,  Ray- 
bestos,  Reynolds  Tobacco,  Standard 
Oil  of  California,  Standard  Oil  of  N.}., 
Timken,  U.S.  Steel  and  West  Point 
Pepperell.  This  listing  may  not  con- 
tain "exciting"  stocks,  but  they  are 
pretty  good  ones. 

Two  "growth"  stocks  which  have 
been  good  to  me  over  a  period  are 
Diebold  (59)  and  Zaijre  (38).  Febru- 
ary sales  of  Zayre  were  19%  ahead  of 
a  year  ago,  while  most  retail  compa- 
nies reported  flat  sales.  One  thing 
that  stands  out  about  these  two  com- 
panies (and  many  others  that  have 
behaved  well  for  investors)  is  that  the 
management  owns  substantial  blocks. 
These  are  "owner-managed"  compa- 
nies. Watch  your  proxy  statements, 
and  see  whether  the  management  has 
faith  in  the  company  you  own,  faith 
enough  to  own  a  lot  of  stock. 

Readers  no  doubt  are  tired  of  my 
frequent  mention  of  Federal  Nation- 
al Mortgage  (165),  a  stock  which  has 
been  as  low  as  115  and  as  high  as  260 
during  the  past  12  months.  To  repeat, 
there  is  more  leverage  in  Fannie  Mae 
than  in  any  stock  I  have  ever  seen; 
and  there  is  no  other  stock  I  know 
that  represents  a  company  that  should 
profit  as  much  from  lower  borrowing 
costs,  especially  from  lower  short-term 


rates.  For  what  it  is  worth,  I  thini 
short-term  borrowing  rates  will  drop 
much  faster  over  the  next  few  months 
than  the  long-term  rates.  As  this  is 
written,  91-day  bills  are  just  under  78, 
as  against  just  over  8%  in  late  Di 
cember;  and  since  early  February, 
Fannie  Mae  has  cut  the  rate  it  will  pay 
Qji  short-teim  borrowings  seven  times. 

When  Kresge  ( 45 )  announced  a  2- 
cent  drop  in  per-share  earnings  for  the 
fourth  quarter,  the  stock  dropped 
from  58  to  43  in  two  days.  Perhaps 
the  forced  call  of  the  convertibles  was 
a  factor,  but  it  seems  strange  that  in- 
stitutions should  mark  the  stock  down 
so  fast  on  such  mild  news.  This  is  an- 
other example  of  the  failure  of  the 
auction  market  (or  the  specialist  sys- 
tem) to  be  able  to  maintain  an  or- 
derly market  when  large  offerings  ap- 
pear suddenly.  We  see  it  frequently, 
usually  on  the  announcement  of  dis- 
appointing earnings,  in  high  P/E  ra- 
tio issues  widely  held  by  the  funds. 
Usually  it  has  not  paid  to  buy  stocks 
on  dips  like  this,  since  such  a  fast  liq- 
uidation of  shares  leaves  too  much 
stock  hanging  around  in  The  Street 
without  a  permanent  home. 

Because  IBM  is  almost  as  much  of 
a  religion  as  a  stock,  it  probably  does 
not  pay  to  be  too  bearish  on  it.  Insti- 
tutions still  like  it,  and  most  hold- 
ers have  profits  in  it  that  are  too  big 
to  share  with  Uncle  Sam.  It  is  expect- 
ed to  earn  $9.50  a  share,  more  or  less, 
this  year;  and  the  company  represents 
more  than  70%  of  the  total  dynamic 
computer  business.  Yet  it  is  of  aca- 
demic interest  to  know  that  the  de- 
cline from  the  January  high  of  387 
to  a  low  of  315  the  other  day  has 
marked  down  the  stock  market's  ap- 
praisal of  the  company's  113,718,068 
shares  by  $8.17  billion.  That  decline 
is  equal  to  more  than  double  the  total 
recent  market  value  of  all  the  stocks 
and  bonds  of  U.S.  Steel,  which  re- 
cently was  about  $3.4  billion. 

On  the  basis  of  fundamental  val- 
ues, incidentally,  U.S.  Steel  (38)  re- 
mains a  cheap  stock.  To  be  sure,  the 
huge  assets  of  the  company  have  not 
been  earning  as  much  for  stockholders 
as  they  should;  but  the  management 
is  fully  aware  of  this  and  is  deter- 
mined to  make  amends.  If  you  can  be 
patient,  and  buy  what  most  analysts 
say  is  not  the  best  steel  stock,  the 
chances  are  that  over  a  period  of  years 
you  will  be  richly  rewarded.  Most 
people,  of  course,  have  lost  the  art  of 
patience  when  it  comes  to  slocks. 
They  are  in  too  much  of  a  hurry. 

Paper  company  earnings  for  the  first 
half  of  the  year  will  be  flat  or  lower, 
perhaps  providing  a  better  chance  to 
buy  such  stocks  as  Union  Camp  (29) 
and  International  Paper  (35),  both  of 
which  look  attractive  for  the  pull.  ■ 
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STOCK  ANALYSIS 

By  Heinz  H.  Biel 


le 


BEWARE! 


OIL  a  few  years  ago  investors  and 
curity  analysts  alike  felt  reasonably 
fe  in  accepting  reported  corporate 
ofits  more  or  less  at  face  value.  To 
sure,  consideration  was  given  to 
rtain  differences  in  accounting  prac- 
■es.  but  the  deviations  usualh   were 

a  minor  nature  or  well-known  and 
tablished.  This  has  changed,  and 
(wadays  almost  every  annual  report 
IS  to  l)e  scrutinized  with  meticulous 
je  to  discover  what  a  company  has 
tually  earned. 

Generally  accepted  accounting  prin- 
)les"  have  given  wa\'  to  a  permis- 
k^eness  that  is  shocking,  and  the  Se- 
irities  &  Exchange  Commission  has 
>t  helped  either  with  its  insistence 
at   per-share    earnings    be    reported 

ight  and  also  on  a  fully-diluted 
isis,  even  in  instances  where  actual 

ution  is  only  a  very  remote  prospect. 

Much  has  been  written  about  the 
stortions  caused  by  pooling-of-inter- 
t  accounting  to  reflect  mergers  or 
xjuisitions.  Some  companies  restate 
preceding  year's  earnings  and 
ereby  create  the  impression  of  far 
eater  than  actual  earnings  growth. 
his  can  be  viciously  misleading,  and 
ly  company  which  uses  such  gim- 
icks  should  be  exposed  and  ostra- 
zed  by  the  investment  community. 
Another  objectionable  practice  is  the 
)ecial  write-off.  There  are  permissilile 
ceptions  in  cases  of  expropriation, 
ar,  natural  catastrophes  and  the  like, 
it  it  should  not  be  used  simply  to 
ver  up  the  sins  of  the  past.  Some 
rporations  develop  the  habit  of  over- 
ating  their  operating  profits  by  capi- 
lizing  R&D  expenditures,  "good  will" 

acquisitions,  and  even  promotional 
penses.  This  tends  to  make  their 
mpany's  stock  move  up  in  the  mar- 
t  and  may  facilitate  the  raising  of 
w  money.  But  eventually  the  day  of 
Jckoning  comes,  and  everything  that 
lould  have  been  expensed  when  in- 
ured is  being  charged  against  sinplus 

one  full  sweep.  Often  this  is  done 
ter  a  change   in  management.   The 

tgoing  team  has  to  take  the  blame 
Ind  the  new  management  group  will 
ike  the  credit  for  a  quick  recovery, 
ince  bad  assets  have  been  cleaned 
ut  of  the  balance-sheet  accounting, 
lere  is  once   again   the  danger  that 

Mr.    Biel    is   a   partner    in   the    New  York  Stock  Ei- 
lange  firm  of  Emanuel,  Oeetjen  &  Co. 
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actual  profits  will  be  overstated. 
The  only  way  for  the  investor— the 
speculator  doesn't,  and  need  not  care 
—to  protect  himself  against  such  sharp 
accounting  practices  is  to  confine  his 
interests  to  companies  whose  manage- 
ment has  proven  its  ability  as  well  as 
its  integrity. 

Recess/on  tow? 

The  first  (}uarter  has  ended.  The 
business  indices  now  confirm  that  we 
have  been  in  a  recession  for  about  six 
months.  How  much  longer  will  it  last? 
How  soon  can  we  expect  an  upturn  in 
the  economy? 

The  unemployment  rate  may  ha\e 
approached  the  5%  mark  in  March. 
This  is  still  moderate  by  past  stan- 
dards, but  I  wonder  whether  it  is  tol- 
erable now.  The  Nixon  Administration 
is  almost  certain  to  lieconie  sul)jectcd 
to  mounting  demands  to  do  something 
to  alleviate  unemployment.  "Don't  let 
the  working  man  pay  the  price  ff)r 
fighting  inflation."  The  politicians  will 
agree,  and  business,  which  is  suffering 
a  serious  attrition  of  profits,  will  wel- 
come any  action  that  will  revitalize  the 
economy.  The  pressure  to  practice 
good  politics  at  the  cost  of  bad  eco- 
nomics may  become  irresistible.  Who, 
after  all,  wants  to  be  saddled  with  the 
stigma  of  having  invited  a  Hoover- 
type  depression? 

If  this  should  turn  out  to  be  (lie 
course  of  events,  l)usiness  activity 
should  level  off  within  another  month 
or  two  and  begin  to  improve  grad- 
ually by  midyear.  Corporate  profits, 
however,  are  likely  to  continue  to  be 
poor  and  compare  unfas'orably  with 
1969,  at  least  through  the  third  quar- 
ter. The  stock  market,  as  it  usual!\ 
does,  will  discount  (he  future  many 
months  ahead.  While  it  is  difficult  at 
this  juncture  to  \isualize  anything  even 
remotely  looking  like  a  bull  market, 
the  worst  seems  to  be  over. 

I  would  be  reluctant  to  commit  all 
reserve  buying  power  as  yet,  but  se- 
lective buying  of  good-quality  growth 
stocks  seems  appropriate  at  this  stage 
(although  preferably  not  at  the  top  of 
a  rally).  My  buy  list  includes  East- 
man Kodak,  Singer,  Smith,  Kline  & 
French,  Disney,  National  Cash  Regis- 
ter, Marcor,  Philip  Morris,  General 
Telephone  and  electric  utilities  serv- 
ing growth  territories.  ■ 
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INVESTMENT  ADVISORY  SERVICE 
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All  investment  advisory  services  are  not 
alike.  Bulletin-type  services  are  designed 
for  mass  consumption  and  cannot  be 
written  specifically  for  you.  On  the  other 
hand  specialized  and  technical  services 
are  not  broad  enough  to  build  a  well- 
balanced  portfolio  which  we  believe  Is 
necessary  if  safety  as  well  as  growth  Is 
to  be  considered. 

BABSON'S  INVESTMENT  ADVISORY 
SERVICE  IS  DIFFERENT 

•  Babson's  analyzes  your  portfolio  and 
gives  you  an  investment  plan  tailored 
especially  for  you.  •  Your  registered 
stocks  will  be  under  the  constant  surveil- 
lance of  Babson's  Research  Department 
and  you  will  be  immediately  notified  when 
our   opinion   changes   on   any   of   them. 

•  You  will  be  assigned  a  professional  in- 
vestment advisor  with  whom  you  may  con- 
sult at  any  time  by  mail,  wire,  phone,  or 
in  person.  •  As  a  Babson  client  you  will 
also  receive  the  famous  Investment  and 
Barometer  Letter  to  help  keep  you  alert 
to  economic  developments  and  stock- 
market  trends.  This  informative  letter 
throughout  the  year  will  bring  you  re- 
search reports  on  hundreds  of  stocks 
and  bonds  in  vital  industries.  •  The 
Babson  Investment  Advisory  Service  is 
directed  toward  growth  of  your  investment 
portfolio  both  in  terms  of  income  and 
appreciation. 

A  flat  fee  of  $180.00  a  year  covers  the 
complete  service,  regardless  of  the  dollar 
value  of  your  portfolio. 

BABSON'S  IS  DIFFERENT  IN  MANY  WAYS 

—  perhaps  the  greatest  of  these  is  Bab- 
son's 65  years'  experience  in  the  invest- 
ment advisory  field. 

We  would  be  delighted  to  send  you  a 
FREE  BROCHURE  describing  in  detail 
how  Babson's  Investment  Advisory  Ser- 
vice may  be  of  great  benefit  to  you. 
Simply  mail  the  coupon  below. 


Babson's  Reports  Inc. 

Wellesley  Hills,  Mass.  02181,  Depl.   F-300 

Send  free  brochure  on  Babson's 
$180  Investment  Advisory  Service. 


Name_ 


Street  &  No.. 


City. 


.State. 


-Zip. 


BABSOrV'S  REPORTS 

Inooi'portitecl 

WELLESLEY  HILLS,  MASS    02181 
FOUNDED  IN  1904  BY  ROGER  W.  BABSON 
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NO  SALES  CHARGE 

NO  REDEMPTION  CHARGE 

100 /O  of  your  money  is 
invested  for  growth  possibilities 
in  the  broad  field  of  ENERGY 

•  nuclear  power  •  electronics 

•  data  processing  •  oil 

•  aerospace 

•  communications,  etc. 
only  $100  initial  investment. 


- 

I 

I 
I 
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SELF-EMPLOYED  RETIREMENT  PLANS 
ENERGY  FUND  is  i  qualified 
investment  under  Keogh  Act. 


APPROVED   MODEL 
CORPORATE  PROFIT 
SHARING   PLAN 


RALPH  E.  SAMUEL  &  CO.,  Distributor 

Members  N.Y.  Stock  Exchange 

55  Broad  St.,  New  Yorlt  10004  Dept.  F 

(212)  344-5300 

Please  send  me  the  Free  prospectus 

and  literature  on  ENERGY  FUND. 

NAME 


ADDRESS. 


-ZIP. 


Dividend 

on 

common 

shares 

The  Board  of  Directors 
of  Columbus  and 
Southern  Ohio  Electric 
Company,  on  March  5, 
1970,  declared  a  divi- 
dend of  forty-four  cents 
(44^)  per  share  on  the 
outstanding  Common 
Shares  of  the  Corpora- 
tion, payable  on  April 
10,  1970  to  share- 
holders of  record  at  the 
close  of  business  on 
March  25,  1970. 

G.  C.  SHAFER, 
Secretary 

COLUMBUS  AND  SOUTHERN 
OHIO  ELECTRIC  COMPANY 


The  man  >whose 
job  you  want 
reads  FORBES 
Magazine 

Forb«9:  capitalist  tool 


TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schuiz 
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The  New- Issue  Question 


Four  weeks  ago,  this  column  touched - 
briefly  on  the  question  whether  a  ris- 
ing tide  of  new  stock  issues  this  year 
might  not  put  a  damper  on  a  general 
market  recovery.  Some  further  dis- 
cussion of  this  possible  problem  seems 
appropriate. 

The  setting,  briefly,  is  as  follows: 
Over  the  past  several  years,  corporate 
liquidity  has  declined  persistently  and 
sharply,  in  part  because  many  mod- 
ern managers  hold  that  a  rationally 
conducted  business  should  work  with 
as  much  borrowed  money  as  possible. 
Much  of  the  consequent  rise  in  cor- 
porate debt  was  in  the  form  of  short- 
term  loans,  a  substantial  portion  of 
which  sooner  or  later  will  have  to  be 
funded  by  the  issuance  of  long-term 
bonds  if  balance-sheet  liquidity  is  to 
improve  from  current  levels. 

With  the  cost  of  long-term  credit 
still  very  high  historically,  some  econ- 
omists expect  that  many  corporations 
will  find  it  advantageous  this  year  to 
meet  a  larger  share  of  their  capital 
needs  by  issuing  new  common  and 
preferred  stock  than  at  any  time  in 
recent  memory.  According  to  one  es- 
timate, net  new  stock  issues  (after 
retirements)  may  total  almost  $6.5 
billion  in  1970,  compared  with  about 
$3.75  billion  last  year  and  with  a  $1 
billion  net  decline  in  outstanding 
shares  during  1968.  (Last  year's  net 
new  stock  issues  added  up  to  a  new 
record.  Whatever  it  is,  this  year's  to- 
tal promises  to  post  a  new  one  by  a 
wide  margin.  In  the  15  years  before 
1969,  the  highest  annual  total  had 
been  $2.7  billion.)  With  so  much  new 
supply  of  stock  apparently  in  sight, 
many  market  observers  are  under- 
standably worried  about  the  ability  of 
the  overall  stock  price  level  to  ad- 
vance or  even  to  maintain  itself  in  a 
period  when  the  timing  of  a  recovery 
in  business  and  profits  is  still  a  matter 
of  wide  controversy. 

There  are,  however,  some  reasons 
why  a  substantial  increase  in  net  new 
stock  issues  this  year  will  not  neces- 
sarily be  a  retardant  or  a  depressant 
for  the  stock  market  at  large.  For  one 
thing,  the  long-term  record  shows  that 
the  market  could  perform  satisfactorily 
even  in  years  when  the  net  new  sup- 
ply of  stock  was  heavy   {e.g.,   1958, 

Mr.  SchuIz  is  i  partnir  in  tht  Ntw  York  Stock  Ex- 
ching*  firm  of  Abraham  A  Co. 


1959,  1961  and  1967),  and  performed 
poorly  even  in  years  when  new  sup- 
plies of  stock  were  relatively  light  (as 
in  1960  and  1962). 

For  another,  in  every  year  start- 
ing with  1958,  net  stock  purchases 
by  investment  institutions  have  ex-,ij| 
ceeded  the  total  of  net  new  stock  iS'^ 
sues.  Last  year  for  example,  instit 
tions  bought  almost  $10  billion  mor^ 
stock  than  they  sold,  while  net  nev 
stock  issues  probably  aggregated  som^ 
$3.7  billion.  Back  in  1958  (a  bull-mar-^ 
ket  year),  institutional  net  stock  buy-j 
ing  amounted  to  $2.9  billion,  and  ne 
new  stock  issues  to  $2.1  billion.  (Be 
fore  1958,  net  new  stock  issues  gen-j 
erally  tended  to  exceed  the  net  stoc 
purchases  of  institutions.) 

A  Rise  In  Buying 

This  year,  institutional  net  buyin 
will    probably    be    greater    than 
1969  total,  say,  around  $10.5  billion,"^ 
or  $4  billion  more  than  the  estimated 
$6.5  billion  volume  of  net  new  stoc 
issues.  In  any  case,  it  seems  certain! 
that  the  demand  for  stock  from  ind 
vesting  institutions  will  again  exce 
the  added  supply  of  stock  by  a  wideS 
margin.    Obviously,    this    relationshipjf 
need  not  mean  trouble  for  the  avera 
level  of  stock  prices.  Certainly,  it  doe 
not   suggest   the   "shortage"   of  equi- 
ties, relative  to  institutional  demand,  is 
about  to  turn  into  a  surplus. 

Probably  more  decisive,  in  my  op 
ion,  for  the  general  trend  of  the  stoc 
market  is  the  fact  that  the  relation" 
ship  between  the  year-to-year  change^ 
in  the  supply  of  money  and  the  de- 
mand for  it  will  be  far  more  favorable; 
this  year  than  in  1969.  Last  year,  difiS 
broadly  defined  money  supply  fell 
some  $6  billion,  while  net  require- 
ments for  new  loan  and  equity  moiM|i 
totaled  about  $87  billion-a  cam 
bined  "strain"  of  $93  billion.  ThiB 
year,  overall  new-money  needs  may 
drop  to  $83  billion,  which  alone 
would  make  a  1969-70  swing  of  $10 
billion  in  the  direction  of  ease.  Wilt 
a  5%  annual  expansion  rate  in  the 
broad  money  supply  at  least  a  possi- 
bility, the  net  improvement  over  last 
year's  ciiinch  conditions  could  approx- 
imate a  hefty  $30  billion.  All  in  all, 
1  think  the  problem  posed  for  the 
stock  market  by  this  year's  new  sup- 
plies can  easily  be  overemphasized.  ■ 
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We  invite  you  to  share  in  celebrating 
the  completion  of  United's  50th  year 


INVESTMENT  PACKAGE 

6  Special  Reports  including  United's  BUY  —  HOLD  —  SELL  advice 
Plus  —  a  4  issue  Guest  Subscription  to  United  Reports 
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OVERSEAS  COMMENTARY 

By  George  J.  Henry 


Investing  In  Britain 


Not  since  the  revaluation  of  the  Ger- 
man mark  have  we  had  anything  re- 
sembling an  international  financial  cri- 
sis. Don't  think  I'm  complaining. 
These  crises  we  are  happy  to  miss, 
and  their  absence  allows  constructive 
work  to  be  done  behind  the  scenes. 

By  the  end  of  last  year  the  Euro- 
pean Economic  Community  had  made 
it  clear  that  negotiations  with  Britain 
and  other  countries  anxious  to  join  the 
Common  Market  should  have  clear 
sailing  and  every  indication  is  that  the 
complex  negotiations  between  The  Six 
and  the  United  Kingdom  will  start  a 
little  later  on  this  year.  However,  this 
is  only  one  of  several  steps  that  the 
Community  is  planning  to  make  it  a 
closer  unit.  Negotiations  have  started 
between  the  finance  ministers  of  the 
six  members  to  coordinate  financial 
and  monetary  policy.  This  may  prove 
to  be  the  first  step  towards  maintain- 
ing foreign  exchange  reserves  as  a 
unit,  and  to  presenting  a  completely 
united  front  vis-a-vis  the  rest  of  the 
world  in  international  financial  agree- 
ments such  as  in  trade  negotiations. 

In  the  past,  it  was  frequently  said 
that  trade  follows  the  flag.  In  the  his- 
tory of  the  British  Empire  at  least, 
the  opposite  was  more  often  true. 
Some  of  the  historic  chartered  trading 
companies,  such  as  the  East  India  Co. 
and  the  Hudson  Bay  Co.,  started  by 
monopolizing  the  trade  of  an  over- 
seas territory  on  behalf  of  British  in- 
terests; only  wlieii  that  territory  be- 
came too  dependent  on  British  trade 
and  too  large  for  a  private  company 
to  handle  did  the  British  Crown  offi- 
cially ■  ^cp  in.  India,  for  instance,  was 
governed,  for  all  practical  purposes, 
by  the  East  India  Co.  for  many  dec- 
ades before  Disraeli,  with  all  the  pomp 
and  circumstance  only  he  could  com- 
mand, made  Queen  Victoria  the  Em- 
press of  India. 

Much  of  the  same  thing  may  be 
happening  today  in  the  Common 
Market.  While  the  signatories  to  the 
Ticaty  of  Rome  did  foresee  the  po.s- 
sibility  of  a  political  union  that  would 
follow  the  establishment  of  a  common 
market  area,  many  doubted  the  possi- 
bility of  .sufficient  agreement  among 
such  diverse  nations  for  unity  to  be 
achieved  even  on  matters  of  trade;  po- 
litical cooperation  was  frequently 
pooh-poohed    as    a    Utopian    dream. 
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However,  the  EEC  has  worked  out  so 
well  that— now  that  General  de 
Gaulle's  dissenting  voice  is  no  longer 
heard— a  serious  attempt  is  being 
made  to  coordinate  foreign  policy. 
Presumably,  this  would  be  the  first 
step  towards  greater  and  more  com- 
plete political  integration.  To  show 
how  serious  the  partners  are  in  trying 
to  achieve  this  goal,  Britain  and  other 
countries  seeking  admission  in  an  en- 
larged Europe  have  been  invited  to 
send  representatives  to  the  preliminary 
discussions. 

While  all  this  has  been  going  on, 
U.S.  authorities  have  apparently  been 
quietly  feeling  out  other  major  in- 
ternational trading  nations  as  to  the 
possibility  of  introducing  a  greater 
degree  of  flexibility  in  allowing  for- 
eign exchange  rates  to  float.  As  has 
been  discussed  in  this  column,  allow- 
ing the  German  mark  to  float  freely 
and  to  find  its  own  level  proved  to  be 
such  a  successful  experiment  that  the 
possibility  of  resorting  to  this  measure, 
if  needed,  should  be  made  available. 

There  are  some  signs  that  our  own 
problem  of  international  liquidity  is 
gradually  coming  under  control.  How- 
ever, even  more  important  is  the  fact 
that  the  pound  sterling,  which  since 
the  war  has  suffered  an  almost  chronic 
malaise,  is  gradually  showing  signs 
of  recovery.  Even  today  more  inter- 
national trade  is  conducted  in  terms 
of  sterling  than  in  any  other  currency. 
Putting  the  pound  on  a  healthy  basis 
would  go  a  long  way  towards  solv- 
ing many  of  our  problems  in  inter- 
national trade  and  exchange. 

Growth  Possibilities 

The  principal  problem  of  Britain,  as 
of  America,  is  the  numb°r  and  the 
size  of  wage  demands  by  the  various 
unions.  While  this  is  a  large  problem 
in  certain  areas,  sufficient  headway 
has  generally  been  made  that  the 
United  Kingdom  can  once  again  be  ex- 
amined as  a  place  for  investment,  es- 
pecially in  view  of  the  very  real  prob- 
ability of  its  becoming  a  member  of 
the  Common  Market. 

Without  being  facetious,  scotch 
whisky  is  not  only  a  very  popular 
drink  in  England  and  America,  but  it 
enjoys  a  certain  status  and  snob  ap- 
peal in  Europe.  Certainly,  British 
membership  in  the  Common  Market 


would  reduce  the  price  of  this  very 
popular  drink  in  the  West  European 
countries  and  increase  its  consump- 
tion. Two  companies  quickly  come  to 
mind  as  potential  beneficiaries.  The 
shares  of  both  companies  are  avail- 
able in  New  York  in  the  form  of 
American  Depositary  Receipts  and 
can  be  purchased  in  small  quantities 
without  much  of  a  premium  over  the 
British  price.  Distillers  Corp.  Ltd.  is 
the  largest  combination  of  whisky 
manufacturers  in  Scotland,  and  many 
of  the  well-known  scotch  labels  are 
marketed  by  this  company— Johnny 
Walker  and  Dewars,  to  mention  just 
a  couple.  Another  well-known  name  is 
Booth  gin.  Another  company,  smaller 
in  size  and  with  interests  in  other  al- 
coholic beverages  as  well  as  scotch, 
is  International  Distillers  &  Vintners. 
This  company  has  had  a  phenomenal 
growth  over  the  last  15  years  or  so 
through  the  popularity  of  its  most  im- 
portant product,  J&B.  Distillers  Ltd.  is 
currently  selling  at  around  $3,  while 
IDV  is  selling  at  around  $1.75. 

Two  companies  with  major  interests 
in  the  pharmaceutical  field,  which 
have  frequently  been  mentioned  in 
this  column,  also  classify  as  good, 
solid  long-term  holdings.  Beecham 
Group  Ltd.,  founded  by  the  family  of 
the  late  Sir  Thomas  Beecham,  whose 
fame  was  certainly  not  in  the  phar- 
maceutical field,  is  one  of  these.  The 
ADR's  are  selling  at  around  $5.  In 
this  case,  too,  only  small  quantities 
can  be  purchased  without  driving  the 
price  to  a  premium.  Besides  pharma- 
ceuticals, the  company  has  interests 
in  food  products,  toiletries  and  animal  i 
foods.  About  14%  of  its  sales  come 
from  Europe,  but  this  figure  could 
probably  be  substantially  increased  if 
Britain  joined  the  Common  Market. 
Even  without  this  factor,  this  stock 
should  show  above-average  growth. 

Glaxo  Group  has  also  been  men- 
tioned on  previous  occasions.  This 
company  was  one  of  the  pioneers  in 
the  commercial  production  of  anti- 
biotics, which  is  still  one  of  its  main 
products.  In  addition,  it  manufactures 
other  pharmaceuticals  and  baby  foods. 

Imperial    Chemical    Industries   re- 
mains one  of  the  largest  chemical  com- 
panies in  the  world,  and  is  the  largest 
industrial  complex  in  the  United  King- 
dom.   It    has    over   200    subsidiaries, 
many  outside  of  the  United  Kingdom. 
Its  activities  cover  a  very  wide  field, 
ranging  from  chemicals  and  pharma- 
ceuticals to  manmade  fibers  and  tex- 
tiles,   paints,    films,    and    nonferrous 
metals.  It  has  pursued  a  heavy  expan-  j^ 
sion  policy  with  large  capital  outlays,    " 
and   its   expansion,   especially   in  the 
synthetics   field,   should   show   up  as    i 
additional  earnings  in  the  not-too-dis-    I 
tant  future.  ■  '  i 
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THE  MARKET  OUTLOOK 

By  Sidney  B.  Lurie 

A  Positive  Emptiasis 


CK  PRICES,  as  I've  often  obsened, 

made  by  psNchology  as  well  as  b\' 

istics,  as  much  by  expectations  as 

lalities.  Thus,  I  think  it  significant 

lote  that  the  mood  has  apparently 

nged,  for  this  means  the  emphasis 

may  be  on  the  positive  potentials 

ler  than  the  negative.  Equally  im- 

tant,  I  see  confirming  evidence  of 

earlier  views  that  1970  would  be 

ther   year   of   extreme   divergence 

that    the   issue   areas   would   be 

ewhat   different    from    those    that 

le  headlines  in  1969. 

or  one   thing,   improving  investor 

fidence   means   a   greater   willing- 

to  look  over  toda\'s  earnings  val- 

this  in   turn  means  emphasis  on 

more    traditional    companies    in 

bone  industries.  Second,  whereas 

t  of  the  so-called  big-name  cycli- 

companies    have    been    selling    at 

es  that  are  in  time  with  their  low- 

1  1970  earnings  expectations,   the 

priced,  high-glamour  area  of  the 

ketplace  has  been  vulnerable  to  an 

lings  slowdown.  Third,  the  market 

pockets  that  developed  in  a  num- 

of  seemingly  glamorous  stocks  that 

le  financial  page  headlines  points 

the  wisdom  of  basing  a  "fire  es- 

e"  via  large-capitalization  compa- 

and  good  marketability. 

The  Acid  Tesf 

laturally,  I  don't  mean  this  to  be  a 
iket  indictment  of  the  concept  of 
cing  special  growth  in  companies 
:  in  a  sense  can  create  their  own 
ket  "ex"  the  general  business 
d.  But  price  is  the  acid  test  of 
market  philosophy,  and  I  be- 
e  that  the  price  differential  be- 
en the  so-called  high-growth-rate 
cyclical-growth-rate  companies 
carried  to  an  extreme  in  past 
ths.  An  extended  period  of  price 
stion  may  be  required  in  the 
5  of  the  stocks  that  were  previous- 
characterized  as  being  "the  only 
16  in  town,"  which  would  mean 
Hnued  divergent  trends  within 
framework  of  the  market  as  a 
)le.  Furthermore,  as  I've  observed 
)ast  months,  1970  is  likely  to  fea- 
!  a  return  to  more  traditional  in- 
ment  concepts.  This  means  that 
t  earnings  ability  and  future  pros- 

•  Lurie  is  a   partner  in  the  New  York  StocK  Ex- 
"  ;e  firm  of  Josephthal  &  Co. 
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pects  can  be  a  more  lasting  price  in- 
fluence than  an  earnings  explosion  in 
a  glamorous  but  suspect  business. 

Illustrative  of  the  point:  It  seems 
to  me  that  the  leading  automobile 
companies  will  attract  growing  in- 
vestor interest  from  here  out,  even 
though  first-half  earnings  will  be  sig- 
nificantly below  the  year-ago  levels 
and  production  is  likely  to  be  cur- 
tailed until  the  third  quarter.  There 
are  indications  that  the  low  point  in 
demand  was  touched  in  January  when 
retail  auto  sales  were  at  an  8-million 
annual  rate;  February  sales  were 
above  a  9-miIIion  annual  rate.  The 
two  major  companies  are  introducing 
low-priced  cars  specially  designed  to 
compete  with  imports  that  are  now 
absorbing  some  13%  of  the  retail  mar- 
ket. The  1971  model  year  that  starts 
in  September  will  have  the  benefit  of 
far  more  noticeable  styling  changes  in 
the  standard  cars  than  was  the  case 
with  this  year's  models— and  style 
helps  sell  cars.  Finally,  consumer  in- 
come should  be  in  an  upward  trend 
in  the  second-half  of  the  year,  and  the 
national  mood  should  be  better— the 
elimination  of  the  surtax,  the  likeli- 
hood of  a  lower  level  of  interest  rates, 
a  slowing  of  inflationary  expectations. 

All  of  which,  to  my  mind,  suggests 
that  Ford  (around  43,  paying  $2.40, 
with  1969  earnings  of  $5.95  per 
share)  and  General  Motors  (around 
71,  paying  $4.30,  with  1969  earnings 
of  $5.95  per  share)  have  "bottomed" 
even  though  1970  earnings  may  be 
some  25%  less  than  last  year's  levels. 

It's  easy  to  take  the  position  that 
the  first  blush  of  enthusiasm  over  the 
subtle  changes  in  the  improving  cred- 
it background  now  has  spent  itself.  Or 
that  there  are  a  host  of  uncertainties 
which  later  can  plague  speculative 
sentiment.  Or  that  with  the  March 
and  April  new-issue  calendar  the  larg- 
est in  history,  the  upturn  in  the  bond 
market  may  falter.  And  the  trend  of 
the  bond  market  has  a  most  important 
bearing  on  the  trend  of  stock  prices. 
While  this  therefore  might  be  termed 
a  "twilight  zone,"  it  nevertheless  seems 
to  me  that  any  significant  downside 
vulnerability  is  now  past  history.  The 
next  significant  test  may  not  come  un- 
til later  in  the  year,  when  the  scope 
and  vitality  of  the  business  environ- 
ment can  be  more  clearly  measured.  ■ 


How  to  start 

benefiting  from 

investment 

management 

with  as  little  as 

$5,000 


If  you  have  saved  or  acquired  $5,000  lo 
$50,000,  you  naturally  want  to  make  your 
capilal  grow.  But  you  may  actually  be  losing 
ground  due  to  inflation  and  taxes. 

To  help  solve  this  problem,  clients  in  55 
countries  have  placed  their  accounts  under 
The  Danforth  Associates  Investment  Man- 
agement Plan,  a  unique  program  originally 
developed  by  a  Boston  family  to  manage 
its  own  common  stock  investments. 

As  in  any  investment  program,  losses  do 
and  will  occur.  However,  the  plan  thus  far 
has  proved  especially  efficient  in  providing 
continuing  capital  growth  supervision  for 
individual  portfolios  starting  with  from 
$5,000  to  $50,000  in  cash  or  securities. 

For  a  complimentary  copy  of  a  42-page 
report  describing  this  tested  plan  and  its 
complete  10-year  "performance  record," 
simply  write  Dept.  1-37. 

THE  Danforth  Associates 

Wellesley  hills,  Mass..  u.s.a.  02181 

Investment  Management    .    Incorporated  1936 


T.ROWE  PRICE 
GROWTH  STOCK 
FUND,  INC. 


A  NO-LOAD  FUND 

Investing  in  stocks 

carefully  selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

NO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


T.  Rowe  Price  Growth  Stock  Fund,  Inc; 
One  Ctiarles  Center.  Dept. B 
Baltimore,  Md.  21201 


Nime. 


A44rei>  . 


-Zip. 
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JOHNSTON 

MUTUAL  FUND 


for  investors  seeking  possible  growth 
of  capital  and  income 

A  NO-LOAD  FUND 

No  Redemption  Charge 
Systematic  Investment  Plan 

NO  SALES  CHARGE 

Self-Employed  Retirement  Plan 
Available   (KeoghAct) 

Mail  Today  For  Free  Prospectus 


The  Johnston  Mutual  Fund,  Inc. 
460  Park  Ave.,  N.Y.C.  10022    Dept.  C 
Phone:  (212)  679-2700 

NAME 


ADDRESS . 


MONEY 

GROWS 

FASTER 

IN  MEXICO 

Contact  us,  without  obliga- 
tion, for  complete  informa- 
tion on  Mexican  investment 
opportunities.  Supervised 
accounts  offer  unusual  pos- 
sibilities for  capital  growth 
or  secure  monthly  income 
at   10.5%    net   and    higher. 

mexletter 

INVESTMENT  COUNSELHAMBURGO  165 
MEXICO  6,  D.F.     TEL.  5-11-43-06 


KAMPGROUNDS  FRANCHISE 

-  mentymakarl  larjtsl  Inlcrnalional  tytUm  of 
'>anchl<»d  campsr^undt,  produc*t  •xc*plional 
•amingi  from  modsir  inv*itm*nt.  Strong  no- 
fionol  advortiii.iij,  piovon  operating  mothodt. 
Ovor  300  comngrtjundt  now  optroling,  another 
300-plut,  In  conilructtci,  planning  >tagei.  In- 
quiro  now  whiU  lop  franchii*  lecolioni  or*  tlill 
availablo: 

KAMPCROUNDS  OF  AMERICA,  INC. 

P.  O,  Box  H38-F 

Billinga,  Montana  39103 


STOCK  TRENDS 

By  Myron  Simons 


Get  Out  Your  Checkbook 


The  time  is  ripe  to  get  out  your 
checkbook  and  go  bargain-hunting  in 
the  stock  market. 

There  are  scores  of  bargains  around. 
There  have  to  be.  If  the  standard 
forecasts  are  even  roughly  right,  we 
are  not  going  to  have  a  depression, 
only  a  flattening-out  of  the  economy. 
Some  companies,  notably  in  defense, 
construction  and  automotive,  are  go- 
ing to  suffer.  But  if  they  suffer,  other 
companies  are  going  to  have  to  do 
pretty  well  in  an  economy  at  least  as 
big  as  last  year's. 

I'm  not  talking  now  about  growth 
companies.  I'm  talking  about  compa- 
nies in  not-so-glamorous  areas  which 
are  going  to  do  fairly  well  in  1970 
but  whose  stocks  have  been  pounded 
down  to  historically  low  levels.  Their 
current  price/earnings  ratios  are  at  or 
below  the  bottom  of  the  range  at 
which  they  have  sold  over  a  long  pe- 
riod of  time. 

Minimal  Risk 

Pullman  is  a  fine  example.  The 
stock  (at  45)  is  down  about  one- 
fourth  from  its  1969  high,  even  though 
its  earnings  have  been  rising.  At  the 
recent  price,  Pullman  sold  around  11 
times  1969  earnings,  as  against  19 
times  earnings  earlier  last  year.  Add 
to  this  the  fact  that  Pullman  is  a  good 
bet  for  gain  in  operating  earnings  this 
year  (from  $3.97  a  share  in  1969) 
and  you  have  what  can  only  be  de- 
scribed as  a  bargain.  A  growth  stock? 
No.  A  bargain?  Yes.  Only  a  modest 
improvement  in  price/earnings  ratios 
could  push  Pullman  stock  up  by  25% 
or  more;  and  the  risk  at  current  prices 
is  minimal. 

Last  year  before  the  bear  market 
really  got  under  way.  Wall  Street 
was  all  excited  about  the  perfonnance 
techniques  by  which  profits  of  25% 
or  more  a  year  could  be  made.  The 
market  was  at  a  relatively  high  level 
and  that  kind  of  performance  re- 
quired very  real  skills.  You  had  to 
select  rapidly  growing  companies,  and 
even  then  your  market  timing  and 
trading  ability  had  to  be  excellent.  It 
was  a  professional's  market.  But  at 
the  present  level  of  the  market,  any- 
one with  intelligence  and  good  judg- 
ment  can   play.    Once   people   grasp 

Mr.   Simons  Is  research  partner  with  the  New  York 
Stock  Eichange  firm  of  Hlrsch  &  Co. 
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that  the  earnings  of  a  great  many 
.  companies  will  be  relatively  steady  or 
even  higher  this  year,  currently 
depressed  price/earnings  multiples 
should  go  to  more  normal  levels.  In 
this  kind  of  market,  you  do  not  have 
to  be  a  genius  to  make  a  healthy  re- 
turn on  your  money. 

There  are  so  many  such  bargains 
around  that  it  is  impossible  to  list 
them  all.  What  I  propose  to  do  is  to 
list  a  set  of  rules  for  recognizing  these 
P/E  bargains  and  turn  my  readers 
loose  to  make  their  own  selections.  My 
rules  are  these: 

•  Look  for  stocks  where  the  P/E 
ratio  has  dropped  sharply,  but  where 
earnings  have  not  (they  may  even 
have  risen ) . 

•  Look  for  P/Es  in  the  eight-to-12 
area,  well  below  those  of  the  market 
as  a  whole,  and  well  below  those 
characteristic  of  the  stock  in  ques- 
tion. Any  good  statistical  service  will 
give  you  historical  P/E  ranges  for 
this  purpose. 

•  Look  for  stocks  where,  in  spite 
of  the  low  P/E,  you  have  reason  to 
believe  that  earnings  will  be  higher 
in  1970  than  in  1969.  There  are  many 
such  stocks;  they  are  bargains  be- 
cause the  decline  in  earnings  predict- 
ed by  the  lower-than-average  P/Es 
just  isn't  going  to  happen.  Even  if 
you  turn  out  to  be  wrong  and  the 
earnings  do  decline,  you're  not  heavily 
at  risk;  bargain-level  price/earnings 
multiples  have  already  discounted  a 
decline  even  though  it  probably  won't 
take  place. 

•  Look  for  companies  whose  pros- 
pects look  pretty  good  further  down 
the  road  than  the  coming  year— not 
necessarily  exciting  but  pretty  good. 
Then  you  can  count  on  favorable  lev- 
erage, not  only  from  a  higher  price/ 
earnings  ratio  but  also  from  somewhat 
higher  earnings. 

Good  Prospecfs 

As  I  say,  these  don't  have  to  be 
conventional  growth  stocks.  Take  the 
railroad  car  builders.  Growth  stocks 
they're  not,  but  their  prospects  for 
the  immediate  future  are  good .  and 
their  P/Es  are  low.  General  SteeFs 
backlog  is  up  from  last  year's,  as  are 
Pullman's  and  Amsted's.  The  outlook 
for  new  subway  cars,  commuter  cars 
and  freight  cars  is  excellent,  once  the 
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"credit  crunch"  is  o\er.  To  gild  the 
^ly,  all  three  of  these  companies  are 
expected  to  report  higher  earnings  for 
the  full  year. 

Or  take  construction  and  housing. 
Currently  these  are  tiouble  areas. 
Housing  starts  are  down  to  half  the 
nation's  minimum  needs.  Companies 
in  this  field  that  will  not  suffer  too 
greatK  this  year  should  have  finite  a 
job  catching  up  with  pent-up  demand 
ne.xt  \ear.  Jim  Walters  seems  to  be  one 
such  compan\,  and  there  are  a  num- 
l)er  of  others. 

Plenty  To  Choose  From 

At  first  blush,  one  might  think  the 
companies  that  specialize  in  heavy 
construction  or  that  supply  manufac- 
turing industries  should  be  avoided, 
but  in  spite  of  all  the  attempts  of  the 
Federal  Reserve  Board  to  hold  them 
down,  capital  outla\s  have  remained 
surprisingly  strong.  .Stocks  like  Car- 
hoTundum  and  Norton,  which  special- 
ize in  grinding  materials  and  abra- 
sives, are  expected  to  have  higher 
earnings,  and,  as  an  added  kicker, 
both  companies  manufacture  equip- 
ment to  prevent  air  pollution.  Not 
bad  at  14  and  11  times  earnings,  re- 
spectively. 

Most  titilities  will  have  higher 
earm'ngs.  Some  of  them  ha\e  a  little 
extra  feature,  like  Tcniwco,  which  is 
not  only  a  natural  gas  giant  but  a 
major  factor  in  shipbuilding  through 
its  Newport  News  di\isi()n.  .And  the 
.NLxon  Administration  plans  for  in- 
creasing the  merchant  marine,  as  well 
as  renovating  the  navy,  make  the 
currenti\  low  price  earnings  ratios  of 
companies  like  Scatraiii,  Todd,  and 
American  Sliiplmildinfi  seem  unreal- 
istically  low.  Add  to  the  list  the  rub- 
ber manufacturers,  which  expect 
higher  earnings  if  they  can  avoid  a 
length\  strike,  a  number  of  the  major 
oil  companies,  and  a  few  soundly 
based  conglomerates  like  AMK  and 
White  Consolidated.  You  can  begin 
to  feel  like  a  kid  shopping  in  a  toy 
factory. 

A  Turning  Point 

But  why,  you  may  ask,  are  there  so 
many  such  bargains?  Isn't  this  a  sign 
that  something  is  wrong?  In  my  opin- 
ion, the  truth  is  quite  to  the  contrary. 
When  there  are  so  many  bargains 
around  and  when  you  are  reasonably 
certain— as  I  am— that  they  are  really 
and  truly  bargains,  then  the  market 
is  at  a  turning  point.  A  turning  point 
for  a  possibly  sustained  advance. 

What  we  have  now,  in  my  opinion, 
is  a  situation  where  everyone  is  wait- 
ing for  the  other  fellow  to  make  the 
first  move;  those  that  make  the  first 
move  will  certainly  make  the  hand- 
somest profits.  ■ 


Do  you  really  know 
the  company  you  keep- 
er buy,or  sell? 

Is  your  hard-earned  capital  efficiently  invested  in  its  stock,  or 
do  other  issues  represent  better  values  for  you  in  terms  of  your 
own  personal  investment  goals? 

Do  you  know  how  the  company  earns  its  money,  how  much  it 
earns,  and  at  what  rate? 


Can  you  quickly  find  out,  without  obligat- 
ing yourself  to  anyone,  the  trend  and 
amount  of  the  company's  salei,  operat- 
ing margins,  book  value,  earnings,  divi- 
dends, dividend  pay-out  ratios,  and  price- 
earnings  ratios  for  each  of  the  past  15 
y^ars? 

...  the  company's  annual  growth  rates 
for  sales,  cash  earnings  and  net  income 
per  share  over  various  time  periods. 
...  or  what  the  cash  earnings  per  share 
may  average  for  the  period  3  to  5  years 
from  now? 

...the  company's  debt  and  prior  divi- 
dend obligations? 

...whether  company  insiders  have  been 
buying  or  selling  on  balance? ...  and 
what  mutual  funds  have  been  doing  in 
the  stock? 

Can  you  objectively  appraise  how  the 
stock  is  likely  to  perform  in  the  market 
(1)  during  the  next  12  months  ...  (2) 
three  to  five  years  from  now ...  (3)  be- 
yona  five  years  from  now? 
These  are  some  of  the  many  questions 
investors  ask  in  order  to  make  intelligent 
decisions. 

If  you  have  the  answers  to  these  ques- 
tions regarding  1400  widely  held  com- 
mon stocks,  or  if  they  are  readily  acces- 
sible to  you  in  your  own  home  or  office, 
you  probably  are  already  a  subscriber  to 
Ttie  Value  Line  Investment  Survey. 
If  you  want  to  have  answers  that  inform 
and  fortify  your  judgment  and  keep  you 
continuously  informed  on  your  invest- 
ments after  you  have  made  them  as  well 
as  before  you  select  them,  you  may  be 
readyfor  the  systematic  investment 
guidance— the  research,  analyses,  disci- 
plined evaluations,  and  recommenda- 
tions provided  every  week  by  Value  Line. 

SEE  FOR  YOURSELF -AND  SEE  WHY 

We  invite  you  to  discover  The  Value  Line 
Investment  Survey  for  yourself  under  our 


30-day  money-back  guarantee:  If  you 
are  dissatisfied  with  Value  Line  for  any 
reason,  return  the  material  within  30 
days  for  a  full  and  prompt  refund. 

The  coupon  below  will  bring  you  every 
week,  for  the  term  you  check,  full-page 
reports  on  about  100  or  more  different 
stocks  and  analyses  of  their  industry 
groups... p/us  the  24-page  Weekly  Sum- 
mary of  Advices  &  Index,  giving  you  Value 
Line's  latest  determinations  of  what  rel- 
ative price  changes  you  can  reasonably 
expect— and  when— for  each  of  the  1400 
stocks  under  weekly  evaluation  by  Value 
Line's  70  research  specialists... p/us  the 
8-page  editorial  section,  Selection  & 
Opinion,  which  includes  Value  Line's  Rec- 
ommended Stock  of  the  week  or  Special 
Situation  of  the  month  and  its  analysis 
of  the  business  and  stock  market  out- 
look. In  addition,  you  will  receive  Value 
Line's  monthly  Special  Report  on  Officer- 
Director  Transactions  and  the  quarterly 
Special  Report  on  Investment  Company 
Transactions. 

BONUS  •  With  the  annual  or  3-month 
trial  subscription,  Value  Line  will  ship  to 
you  immediately  its  2-volume  Investors 
Reference  Library,  which  will  give  you 
the  latest  reports  on  all  1400  stocks  that 
have  been  published  prior  to  your  sub- 
scription. During  the  subscription  period 
all  1400  full-page  reports  will  be  revised 
and  updated  systematically  every  13 
weeks. 

With  Value  Line  in  your  office  or  library, 
you  will  be  able  to  find  objective  and 
current  appraisals  of  the  stocks  you  buy 
. .  .or  sell . .  .or  keep. 

In  fairness  to  regular  subscribers,  who  pay 
$167  a  year  for  The  Value  Line  Investment 
Survey,  we  cannot  make  the  $5  introduc- 
tory subscription  available  to  those  who  have 
had  such  a  4-week  subscription  within  the 
past  six  months. 


□    ONE  YEAR-$167 
(52  EDITIONS) 


□    3-MONTH  TRIAL-$44 
(13  EDITIONS) 

Send  me  the  complete  service  for  the  term  checked  plus 
—  as  a  bonus  — the  2-volume  Investors  Reference  Library 
consisting  of  Value  Line  sections  published  during  the  13 
weeks  preceding  start  of  this  subscription. 

D  Payment  enclosed  Q  Bill  me 


D 


FOUR-WEEK  TRIAL-$5 

(4  EDITIONS) 
Send    me   a   4-week   intro- 
ductory subscription  to  the 
full  service  for  $5. 1  enclose 
payment. 


If  dissatisfied  for  any 
for  a  full  refund  under 

Signature 

reason,  1  have  up  to  30  days  to  return  the  mater 
your  money-back  guarantee. 

al 

Name  (please 

print) 

Address 

AA1655 

City 

State 

Zip 

(Subscription  fees  are  deductible  for  income  tax  purposes.  N.Y.C.  residents, 
please  add  6%  sales  tax;  other  N.  Y.  State  residents,  add  applicable  sales  tax.) 

ARNOLD  BERNHARD  &  CO.,  INC.,  5  East  44th  Street  •  New  York,  N.Y.  10017 

(No  assignment  of  this  agreement  will  be  made  without  subscriber's  consent.) 
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The  Funds 


Instant  Giant 


For  decades  now,  Chicago's  piant 
Sears.  Roebuck  lias  prided  itself  on 
its  well-nigh  infallible  sense  of  tim- 
ing—that sense  that  led  it  into  retail 
stores  in  the  Twenties  and  into  the 
subinbs  in  the  Thirties.  In  1970 
Sears  is  hoping  to  pro\'e  that  its 
touch  is  as  deft  as  ever— as  it  moves 
into  the  $48-biIIion  mutual  fund 
business  with  the  creation  of  All- 
state Enterprises  Stock  Fund.  Why 
so  late  in  the  game?  Sears  doesn't 
think  it  is  late. 

Sears  and  its  Allstate  insurance 
subsidiary  were  about  the  first  in 
the  insurance  business  to  consider 
starting  a  mutual  fund  and  about 
the  last  actually  to  do  so.  The  rea- 
son, Allstate  Chairman  judson  B. 
Branch  explains,  is  that  Sears  had  a 
name  to  worr\'  about. 

"Sears'  polic\'  has  always  been 
satisfaction  or  your  money  back," 
Branch  says.  "Now  they  couldn't  do 
that  with  a  mutual  fund.  When  the 
Dow-Iones  industrial  average  got 
close  "to  1000  [in  February  1966], 
there  was  some  hesitancy  on  their 
part  about  launching  the  fund." 
Branch  shared  that  hesitancy  him- 
self. What  if  Sears  should  bring  out 
a  fund  at  the  top  of  the  market  and 
then  see  the  value  of  its  shares  come 
crashing  down?  For  Sears,  more 
would  be  lost  than  market  value. 

Which  is  one  reason  Branch  is 
feeling  pretty  chipper.  The  new 
fund  comes  on  the  market  at  a  time 
when  the  DJI  is  still  some  20%  be- 
low its  1966  high.  "Our  customers 


aren't  sorry  we  waited,"  Branch 
says,  "especially  not  after  1969. 
And  now,  with  inflation  psychology 
growing,  the  need  for  a  mutual 
fund  from  the  customer's  stand- 
point is  more  important  today  than 
ever.  1  think  our  timing  has  proved 
to  be  magnificent." 

Branch  thinks,  and  rightly,  that 
Allstate  has  something  going  for  it 
that  other  funds  don't.  "The  mid- 
dle-income guy  feels  comfortable 
with  Sears,"  he  says.  "People  will 
buy  a  fund  for  the  first  time  be- 
cause it's  a  Sears-Allstate  project." 
Once  having  got  a  taste  of  the  mar- 
ket. Branch  is  so  optimistic  that  be- 
fore long,  he  says,  Allstate  will 
bring  out  two  more  funds,  one  for 
income,  one  for  performance. 

The  almost  assured  success  of 
Sears'  funds  w  ill  be  something  of  a 
crowning  acliie\'cment  for  Branch, 
who  is  less  than  two  years  from 
Sears'  normal  retirement  age  of  65. 
Since  he  became  chief  executive  in 
1957,  the  company's  annual  pre- 
miums have  risen  from  $313  million 
to  $1.5  billion. 

The  first  of  Sears'  new  funds 
started  quickly.  In  the  first  month, 
$13-million-plus  worth  of  shares 
were  sold  without  a  load:  Allstate's 
salesmen  don't  get  in  on  the  act  un- 
til May  1.  But  Branch  doesn't  want 
the  agents  to  get  carried  away: 
"We  have  to  see  that  life  insurance 
is  sold,  too.  We're  not  in  the  securi- 
ties business  as  such." 

Nevertheless,    fund    sales   could 


Branch  of  A//sfafe 


e.xplode  after  Nhiv  1.  At  the  start, 
some  6,500  of  Allstate's  7,700  U.S. 
agents  will  be  qualified  to  sell  the 
fund,  7,400  by  the  year's  end.  Just 
how  far  can  an  aggressive,  com- 
pany-controlled sales  force  go  with 
a  fund?  Transamerica  Capital 
Fund,  launched  in  July  1968 
through  just  500  Occidental  Life 
Insurance  salesmen,  had  assets  of 
$97  million  by  the  end  of  the  year. 
Allstate  will  ha\'e  13  times  as  many 
salesmen.  And  Branch  makes  it 
clear  that  Allstate  intends  to  go  as 
far  and  as  fast  as  it  can.  "We're 
managers  of  growth,"  he  says,  "and 
we'd  like  to  attract  as  many  cus- 
tomers as  possible.  Our  problem 
would  be  if  the  fund  didn't  grow 
as  fast  as  we  would  like  it  to." 


Tired  of  Stoclis?  Be  a  Real  Estate  Investor 


Investors  have  been  understand- 
ably disappointed  in  common 
stocks  in  the  past  year,  when  most 
of  them  have  proved  to  be  a  mis- 
erable hedge  against  inflation. 
Bonds  have  fared  no  better.  And 
art  (Forbes,  Mar.  15)  is  probably 
best  left  for  the  rich,  the  well-born 
and  the  expert. 

That's  wliy,  in  the  last  year  and 
a  half,  mortgage  and  real  estate 
;nists  have  become  the  hottest 
things  on  Wall  Street.  More  than 
SI  billioM  worth  ca  .-.c  to  market  in 
just  14  months.  There  have  been 
two  main  t\pes:  1)  tho  o  investing 
in  I  s   uid  2^    .hose  invest- 

inv,  .  .  ..motion  loans. 


Some  big  banks  like  Wachovia 
and  Union  America  have  gotten  in- 
to the  act,  as  have  conglomerates 
like  City  Investing  and  Transameri- 
ca. But  most  trusts  ha\e  been 
brought  out  by  brokerage  firms. 

In  February  Connecticut  Gener- 
al Insurance  announced  it  was 
joining  the  party  with  a  $100-mil- 
lion  offering  (since  raised  to  $120 
million)  to  be  underwritten  by 
prestigious  Lazard  Frcres  &  Co. 
But  this  is  no  me-too  trust,  accord- 
ing to  its  sponsors.  It  will  invest 
primarily  in  long-term  real  estate 
ventures,  including  shopping  cen- 
ters, commercial  projects  and  apart- 
ment buildings.  A  portion  will  be  in 


mortgages  and  the  rest  in  equities. 
The  equity  part  will  result  from  the 
trust's  direct  ownership  of  income 
producing  properties  and  from 
"kickers"  in  mortgage  agreements. 

What  makes  this  trust  different 
from  the  others  is  that  virtually  all 
existing  real  estate  trusts  invest 
mainly  in  short-term  construction 
loans.  A  major  reason  for  preferring 
this  type  of  short-term  loans  in- 
cludes high  interest  rates:  Between 
12%  and  14%  gross  yield  is  cuirently 
available  in  a  tight  money  market. 
For  another,  the  complications  of 
iinesting  in  long-term  real  estate 
projects  require  special  skills  and 
servicing. 

These  skills,  of  course,  Connecti- 
cut General  possesses,  since  the  in- 
surance company  has  a  $2.1-billion 
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injestment  in  long-term  mortgages 
and  real  estate.  For  advice  and 
sers  ice.  the  trust  will  pay  Connecti- 
cut General  1*?  of  the  trust's  assets. 
The  trust  will  pay  shareholders  90% 
of  income  derived  from  investments, 
so  that  it  can  qualify  as  a  real 
estate  investment  trust  (REIT). 
Such  a  trust  must  also  invest  at 
least  75?  of  its  assets  in  real  estate, 
mortgages  or  cash  equivalents  to 
avoid  taxation  by  the  "conduit" 
privilege.  To  this  extent.  REITs 
are  like  mutual  funds.  But  there 
the  similarity  ends. 

REITs  are  closed-end  funds, 
whose  shares  are  traded  on  a  sup- 
ply demand  basis  and  may  sell  at  a 
discount  from  or  premium  over  as- 
.set  worth.  Of  nearly  100  mortgage 
and  real  estate  trusts  formed  since 
the  earl)  1960s,  well  over  half  sell 
at  discounts.  Their  assets  tend  to 
be  much  less  liquid  than  those  of 
the  average  mutual  fund  because 
of  the  slow  payout  on  real  estate. 

Real  estate  trusts  also  commonly 
have  a  debt  structure  that  leverages 
their  common  by  as  much  as  two 
or  three  times.  That  is  lx)th  their  al- 
lure and  their  potential  risk,  since 
leverage  works  both  up  and  down. 
On  top  of  that,  their  in\estments 
could  go  sour  in  a  weak  economy. 
Says  one  analyst  who  follows 
REITs,  "The  two  things  that  worry 
me  most  about  a  number  of  the 
trusts  coming  to  market  the  past 
year  is  inexperienced  management 
and  the  fact  that  most  trusts  only 
set  aside  .5f  of  each  year's  net  in- 
come for  bad  debt  reserves.  It 
doesn't  take  much  in  the  wa\  of 
bad  loans  to  exceed  that  5%." 

Why  are  so  man\  trusts  coming 
to  market  now?  For  one  thing. 
Wall  Street  has  conveniently  shift- 
ed its  tarnished  inflation  hedge  the- 
or\  from  stocks  to  real  estate.  .More- 
over, the  under\vrifers  lo\e  them 
because  they  are  yielding  just  under 
IC?  in  initial  underwriting  commis- 
sions and  because  the  trusts  often 
come  back  for  more  money  and 
equity  financing  once  they  have 
used  up  existing  funds. 

And  the  average  investor?  He 
seldom  gets  into  big-time  real  estate 
investing  on  his  own.  These  funds 
give  him  a  chance  to  boast  that  he 
owTis  a  piece  of  property. 

When  more  and  more  people  are 
being  forced  to  forego  buying  a 
home  because  of  high  interest  rates 
and  scarce  money,  it  would  seem  a 
modest  consolation  prize.  ■ 
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One  of  our  students 

made  $22,500  in  the 

stock  market  last  yeai; 


There  is  only  one  school  in  the  country 
devoted  exclusively  to  developing  and 
improving  your  stock  market  trading  skills. 

This  one. 

Actually,  we  don't  give  grades — and  for  a 
very  simple  reason.  We  don't  have  to  tell  our 
students  how  well  they're  doing.  They  know. 
You  see,  no  market  advice  is  ever  given  by  the 
Stock  Market  Institute.  Instead,  we  teach  you 
how  to  analyze  the  market  yourself, 
intelligently  and  scientifically. 

We  could  tell  you  a  great  deal  more  about 
this  institute  and  how  our  methods  have  been 
proved  through  boom  and  bust  for  over  thirty-five 
years.  But  we  think  this  one  fact  tells  it  all: 
more  than  fifteen  percent  of  our  students  are 
registered  stock  brokers,  mutual  fund  managers, 
pension  fund  officers  and  other  professional 
money  managers. 

Maybe  you  better  send  in  that  coupon  today. 

Accredited  Member:  National  Home  Study  Council. 

Approved  under  the  new  G.I.  Bill 

lor  in-service  personnel  and  veterans. 


We  gave 
him  a  B-. 


STOCK   MARKET  INSTITUTE  INC 

778  Busae  Highway.  Dept.  F-ie2 

Chicago  (Park  Ridge),  Illinois  60068  (312)  825-5511 

Gentlemen:  Please  send  me  a  prospectus  on  the  Wyckoff  Course  in  Stock  Market 
Science  and  Technique. 

NAME 

ADDRESS 


CITY 


STATE 


ZIP 


/ 

I     Name 

I     Address 
I 


For  a  prospectus  as  effective  with  the  5. E.G.,  fill  in  and  mail: 
Prudential  Funds,  Inc.,  90  Broad  St.,  New  York,  N.Y.  10004 


F4  1      I 
I 


k 


City 


State 


Zip 


*Note:  This  is  neither  an  offer  (o  sell  nor  a  solicitation  to  buy  any  of  these  securities.  Offering 
IS  made  only  by   Prospectus,   copies   of   which   may   be  obtained   in   any  State  from  dealers 


as  may  lawfully  offer  the  securities  in  that  Stale. 
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HAS  UNIQUE 

AND  HELPFUL 

INVESTMENT  AIDS 

FOR  YOUII 

Chartcraft  has  been  serving  the  inves- 
tor for  over  23  years.  You  are  probably 
familiar  with  the  Chartcraft  Weekly  Ser- 
vice and  the  Chartcraft  Monthly  Chart 
Book.  Now  with  the  introduction  of  the 
new  Weekly  Trend  Reversal  Service, 
Chartcraft  has  a  publication  to  satisfy 
every  investor's  need.  Just  indicate  the 
items  that  may  be  of  help  to  you,  and 
return  this  ad  with  your  check  to  start 
receiving  your  investment  aids  by  first 
class  mail. 

n   A'cm;  Trend  Reversal  Service — 

l-oint  and  hBUie  cliaits  by  electronic  comiJUter  on 
all  '"ilieakoui  Stocks" — on  New  York  and  Ameri- 
can Stock  iJxchange  companies — sent  to  you  each 
week.  Shows  you  buy  and  sell  signals  on  active 
stocks.  Ivxcelient  for  timing.  4. week  trial  offer  plus 
Mcinod  Book  is  only  $12.50. 

Q   CompuStrength  Report — 

Luia-high  volume  and  relative  strength  figures  on 
eveiy  iNew  Vork  and  American  Stock  Exchange 
stock.  Vou  get  the  ratio  ot  the  closing  price  of  each 
.stuck  taken  against  its  moving  average  price  for 
each  ot  the  time  periods:  10.  20  and  30  weeks; 
separate  listings  of  25  stocks  on  the  NYSK  and  25 
stucks  on  tile  ASE  which  had  the  highest  volume, 
sliuiigfst  lelative  strengtli.  weakest  relative  strength. 
Special  introductory  subscription  of  4  weekly  issues 
and  explanation  material  for  $20.00. 

D   Technical  Indicator  Review — 

^  uu  receive  comments  on  tlie  market  direction  and 
a  classilication  of  industry  groups  from  which  you 
can  teU  whether  to  buy  or  sell  your  favorite  stocks. 
^  ou  receive  in  every  weekly  issue  an  indicator  run- 
down, DJIA  Chait  analyzed  and  interpreted.  27 
Ijoiiit  and  figure  charts  on  most  popular  market  in- 
dicators, industry  group  analysis  and  momentum 
laiings  on  »S  industry  groups.  A  S-month  trial  plus 
explanatory  booklet   is  only  $30. 

□   Chartcraft  Commodity  Report — 

Get  over  5U  iioint  and  figure  charts  each  week,  cov- 
ering all  the  major  coimnodities.  In  use  for  over  23 
years  by  couunodity  traders.  See  a  clear  picture  of 
buy  or  sell  signals,  as  well  as  price  objectives. 
4-week  trial  subscription   is  only  $10. 

D   O.T.C.  Monthly  Service — 

Kach  month  receive  a  reijort  containing  all  the  ac- 
tive ijoinl  and  figure  ciiaits  on  over  425  O.T.C.  stocks 
IjIils  over  200  insurance  stocks.  Tliis  is  the  only 
iniirit  and  figure  O.T.C.  chart  book  available,  and 
will  enliuliteii  you  to  the  "IBM's"  of  the  future. 
Current  edition  $7.50. 

n   Point  and  Figure  Method  Book — 

A  128-patie  manual  on  how  to  use  point  and  figure 
in  your  stock  market  trading.  By  A.  W.  Cohen, 
foremost  point  and  figure  authority.  Over  120.000 
copies  now  in  print.   Only  $3.95. 

n    Weekly  Point  &  Figure  Service — 

An  accurate,  up-to-the-minute  report  covering  all 
stocks  on  the  NYSE  &  ASE.  This  service  is  pro- 
grammed to  give  you  complete  three  box  reversal 
point  and  figure  information  for  charting  your 
st<icks  and  keeping  your  charts  current.  You  get: 
lull  name  of  stock,  reference  point  (last  entry  on 
chart),  new  entries  for  the  week,  buy  or  sell  signals, 
l)ric'c  oh.iectives.  stt)p-loss  points,  relative  strength 
tlgun.s.  Introductory  4<week  trial  offer  plus  Method 
Book  is  only  $12.50. 

D    Monthly  P  &  F  Chart  Book — 

Jtig  .'!20-page  volume  includes  charts  on  all  NYSE 
A:  ASK  common  stocks,  printed  by  electronic  com- 
I'Uier.  AH  charts  ))osted  through  the  la.st  Wednesday 
of  the  montii.  and  rushed  to  you  by  first  class  mall 
the  following  Monday.  Includes  accurate,  up-to- 
date  i>rice  Jii.story,  so  you  can  see  at  a  glance  which 
stiK'ks  are  bullisli.  which  stocks  are  bearisfi  and 
which  stocks  are  giving  buy  and  sell  signals.  Current 
edition  $15. 

Please  check  the  Chartcraft  aids  you  wish. 
and  return  this  ad  with  your  check  to: 

CHARTCRAFT,  INC.  Depi.  F-177 

1   West  Ave,  Larchmont,  N.Y.  10538 

N.Y.   State  rtfniilfuts  add   applicable  tax 
N.Y.  Citu  Teaidtrnts  add  fi% 


JUST  US 

Only  one  business  magazine 
showed  gains  in  advertising 
pages  for  1969— FORBES. 

Up  156  pages! 
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Trends 

&  Tangents 

(Continued  from  page  8) 
said  President  Robert  W.  Prescott 
(Forbes,  May  1,  1969),  "I'll  turn 
the  whole  thing  over  to  Forbes 
magazine."  However,  it  looks  as 
though  Prescott  won't  have  to.  With 
economical  new  aircraft  and  lucra- 
tive new  Pacific  routes,  the  Los 
Angeles-based  air-freight  carrier 
earned  95  cents  a  share  last  year 
and  forecasts  $1.75  for  1970.  So 
Forbes  won't  be  getting  into  the 
air-cargo  game  just  yet.  But  we'll 
be  happy  to  keep  the  offer  in  mind, 
Mr.  Prescott. 

Pistachios  Anyone? 

The  fact  that  the  U.S.  imports  25 
million  to  30  million  pounds  of  pis- 
tachios annually  has  been  more 
than  a  ho-hum  statistic  to  Califor- 
nia's W.D.  Fowler  &  Sons  and  the 
group  of  investors  it  represents. 
This  spring  Fowler  will  plant 
200,000  pistachio  trees  on  1,000 
acres  in  the  San  Joaquin  Valley  and 
start  nursery  trees  for  eventual 
planting  on  an  adjacent  2,300  acres. 
Based  on  research  and  on  data  from 
300  acres  now  under  cultivation, 
Fowler  estimates  at  present  pista- 
chio prices  ($2-$2.25  per  pound) 
the  groves  will  be  worth  $7,000  an 
acre  when  the  trees  are  producing 
—not  to  mention  tax-deductible  de- 
velopment costs  of  some  $500  an 
acre  in  the  five  to  six  years  before 
they  start  producing. 

Look  for  the  Lead  Lining 

With  the  banning  of  lead  com- 
pounds from  gasoline  seeming  more 
and  more  likely,  tlie  question  is 
how  to  replace  the  octanes  now 
being  supplied  by  lead.  And  the 
answer  is  bound  to  be  good  news 
for  refinery-equipment  makers  like 
UOP,  Pullman  (see  p.  34),  Esso 
Research  &  Development  and  Com- 
bustion Engineering.  How  good 
should  the  news  be?  Well,  the  Big 
Three  auto  manufacturers  have  an- 
nounced that  at  least  90%— and  per- 
haps as  many  as  95%— of  their  1971 
models  will  be  able  to  use  regular 
rather  than  premium  gasoline.  Reg- 
ular gasoline  has  a  lower  octane 
rating  than  premium  and  therefore 
would  be  easier  to  produce  with- 
out lead.  Even  so,  the  most  knowl- 
edgeable estimates  are  that  the  re- 
fineries will  need  new  equipment 
that  should  cost  at  least  $2  billion. 
And  that's  a  lot  of  new  business.  ■ 


WHICH  HIGH  PERFORMANCE 

NO  LOAD 


{no  broker  fee) 

MUTUAL 


FUNDS 

SHOULD  YOU  BUY  NOW? 


GROWTH  FUND  GUIDE  is  an  advi- 
sory  service  which  tells  you  what  it 
thinks  and  why.  No  doubletalk. 

NOW  if  you  are  looking  for  straightfor- 
ward advice,  forecasts,  charts,  ratings, 
pages  of  statistics  and  information  on 
about  50  of  America's  fastest  growing 
no-load  and  load  mutual  funds  take 
advantage  of  our  special  offer  today. 

GET  our  current  24-page  issue  Reg.  $3 

PLUS 

our  new  bonus  report 
Load  vs.  No-Load  Reg.  $2 

ALL  for  only  $1    (new  subscribers  only) 

Just  mail  this  ad  and  $1  to 

GROWTH  FUND  RESEARCH,  INC. 

Dept.F-llp.o.  Box  2109 
Long  Beach,  Calif.  90801 

Subscription  cannot  be  assigned  without  your  consent 
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THC  INVESTORS  CUWC  TO  DYNAMIC  GBOWTH  FUNDS 
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A  NO-LOAD  Mutual  Fund 

ROWE  PRICE 

NEW  ERA 
FUNDING. 

Objective:  Capital  Appreciation.  The 

Fund  will  seek  capital  growth  in  any 
industry  but  it  believes  opportunities 
are  especially  promising  in  companies 
engaged  in:  Real  Estate  •  Natural 
Resources  Development  •  Scientific 
and  Technological  Research  and 
Development  •  Consumer  Services 

NO  SALES  CHARGE 

Mail  coupon  for  free  prospectus 


Rowe  Price  New  Era  Fund,  Inc. 

One  Charles  Center,  Depl.  C 

Baltimore,  Maryland  21201  (301)  539-1992 


Name. 


Address. 
City 


.State. 


Zip  Code. 
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HFC 


Consumer  Finance/Merchandising/Manufacturing/Rental  &  Leasing 

1969  Earnings  per  share  ^2.91 


$2.82  in  1968 


Highlights 

Annual  Report  available  on  request 


1969 
(Thousands 
EARNINGS 

Income  before  extraordinary  items $      82,614 

Net  Income 82,614 

FINANCE 

Instalment  Notes  Receivable SI ,765,334 

Net  Income 47,806 

MERCHANDISING 

Net  Sales 51,096,958 

Net  Income 24,275 

MANUFACTURING 

Net  Sales  (continuing  operations) S    1 16,793 

Income  before  extraordinary  item: 

Continuing  operations 8,872 

Discontinued  operations 

Total $        8,872 

RENTAL  AND  LEASING 

Revenues S      71,505 

Net  Income 5,076 

Household's  equity  in  earnings 1 ,304 

PER  SHARE  DATA 

•  Primary  earnings  (before  extraordinary  items) $  2.91 

Dividends  declared  on  common  stock 1.10 

*Restated  to  include  the  operations  of  Von's  Grocery  Co. 


Percent 

1968* 

Increase 

of  Dollars) 

S      79,801 

3.5% 

93,466 

51,572,009 

12.3 

46,875 

2.0 

51,001,791 

9.5 

24,125 

.6 

5    104,984' 

11.2 

8,506 

4.3 

295 

S        8,801 

5      43,013 

66.2 

3,017 

68.2 

5          2.82 

3.2 

1.075 

2.3 

1FC  is  the  nation's  largest  consumer  finance 
ompany  specializing  in  personal  cash  loans. 
rhrough  its  merchandising  and  manufactur- 
ng  subsidiaries,  it  is  a  major  factor  in 
etailing  and  in  the  manufacture  of  outdoor- 
iving  and  leisure-time  products.  Through 


National  Car  Rental  System,  Inc.,  it  is  one 
of  the  nation's  largest  car  rental  and  leasing 
companies.  It  emplo>s  47,000  people  and 
services  the  needs  of  the  public  through 
1.600  branch  lending  offices,  4,700  owned 
and  franchised  retail  merchandising  outlets 


and  1,800  automobile  rental  stations,  lo- 
cated in  principal  cities  and  communities  in 
50  states  and  the  ten  Canadian  provinces. 
Its  22  manufacturing  plants  are  located  in 
the  United  States,  Canada,  the  United 
Kingdom  and  Italy. 


HOUSEHOLD  FINANCE 

CoTpoTOtiott.  and  ^u^QidUi^  QoMpcuues 

Executive  Offices:  Prudential   Plaza,  Chicago,   Illinois  60601 
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maverick 
comes  to  Wall  Street 


Allstate  announces  a  mutual  fund.  Allstate  Enterprises 
Stock  Fund,  Inc.  An  open-end  fund  that  invests  your 
money  for  possible  long-term  capital  growth. 

Shares  are  being  offered  with  no  load  during  a  charter 
period  ending  April  30,  1970. 

After  this  charter  period,  shares  of  the  fund  will  be 
sold  through  Allstate  sales  outlets  across  the  country. 

To  send  for  the 
prospectus  and  application, 


use  this  coupon. 


/lllstalG 


Allstate  Enterprises  Stock  Fund,  Inc. 

Box  176B 

Nortbbrook,  Illinois  60062 

Please  send  me  your  prospectus 
and  application. 


Name. 


Address. 
City 


State. 


.Zip. 


Managed  by  Allstate  Investment  Management  Co. 
A  new  subsidiary  of  Sears. 


INVESTMENT 
MANA3EMENT 


WHY  GIVE  US 

PERMISSION 

TO  BUY  AND  SELL 

WITHOUT 

YOUR  PERMISSION? 

Because  we  specialize  in  managing  personal 
investment  accounts  of  $5,000  or  more  for  aggres- 
sive capital  growth  for  investors  wino  appreciate 
the  risks  and  rewards  of  a  common  stock  portfolio. 
You  own  the  stocks -the  account  is  in  your  name 
with  your  broker.  But  we  do  all  the  buying  and 
selling -we  have  afull-timestaff  of  experienced 
market  analysts  assisted  by  continual  research  and 
computer  data.  If  that  makes  sense  to  you,  give  us 
permission  to  send  you  our  32-page  booklet 
"Declare  Your  Own  Dividends"  for  further 
explanation. 

spear&"siafrInc 

Investment  Management  Division    Dept.  MF-401 
Babson  Park,  Mass.  02157 

Please  send  me  a  complimentary  copy  of 
"Declare  Your  Own  Dividends."  Confidentially, 
my  account  would  amount  to  about  $ 


Name. 


Address. 


_  State. 


.Zip- 
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{Continued  from  p.  12) 

The  Bfue-Chip  Syndrome 

Sir:  Your  Mar.  1  issue  contained  two 
most  interesting  and  interrelated  arti- 
cles. The  first,  concerning  the  Colleae 
Retirement  Equities  Fund,  correctly  de- 
scribed its  performance  as  poor  for  a 
stock  fund.  Apparently  CREF  is  satis- 
fied with  these  results  but  some  of  us 
professors  are  not.  In  the  same  issue  ap- 
peared an  excellent  column  by  Myron 
Simons  dealing  with  the  blue-chip  syn- 
drome and  risk.  The  managers  of  CREF 
are  still  imbued  with  this  blue-chip  pol- 
icy which  has  been  unsuccessful  since 
1960  and  appears  even  less  promising  for 
the  Seventies.  They  seem  to  believe  that 
blue-chip  stocks  like  du  Pont,  Union  Car- 
bide and  General  Electric  minimize  risk 
exposure;  however,  all  of  them  have 
been  high-risk  holdings  throughout  the 
1960s  and  have  resulted  in  substantial 
portfolio  losses  for  College  Retirement 
Equities  Fund.  We  enjoy  imaginative 
students— we  need  imaginative  portfolio 
managers. 

— Alden  C.  Olson 

Associate  Professor  of  Finance, 

Michigan  State  University, 

East  Lansing,  Mich. 

Thermal  PoUufion  &  the  AEC 

Sir:  Re  your  Feb.  1  article  on  Dr.  Al- 
vin  Weinberg  [director  of  Oak  Ridge  Na- 
tional Laboratory],  I  have  to  disagree 
with  his  position  that  the  AEC  is  the 
largest  and  oldest  environmental  institute 
in  the  country  and  that  it  is  in  effect 
working  toward  a  better  environment. 
This  thought  must  only  exist  at  Oak 
Ridge.  When  New  Hampshire  contested 
the  granting  of  a  license  to  the  Vermont 
Yankee  Power  Co.  for  the  operation  of  a 
nuclear  power  plant  on  the  Connecticut 
River  due  to  the  thermal  pollution,  the 
Commission  refused  to  consider  evidence 
of  same,  or  to  grant  a  condition  permit 
predicated  on  pollution  abatement  equip- 
ment and  compliance  witli  State  Law. 
This  position  was  taken  despite  the  so- 
called  Clean  Waters  Act  and  Presiden- 
tial Order  11288  requiring  all  govern- 
ment agencies  to  take  all  steps  to  avoid 
and  abate  pollution.  The  First  Circuit 
Court  of  Appeals  upheld  the  Atomic 
Energy  Commission  on  the  basis  of  their 
past  posture  of  not  considering  the  issue 
of  pollution,  and  the  fact  that  the  Joint 
Committee  of  the  House  and  Senate  on 
Atomic  Energy  was  aware  of  this  fact 
and  had  not  recommended  any  legisla- 
tive changes. 

The  members  of  the  Joint  Committee 
on  Atomic  Energy  [should]  amend  the 
law.  Vermont  is  not  the  only  area  in- 
volved; to  date  there  are  at  least 
four  more  reactors  in  a  similar  stage  of 
development. 

— R.  Peter  Shapiro 

Special  Counsel 

N.H.  v.  AEC 

Concord,  N.H. 
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"USF&G 

Baltimore,  Maryland  21203 
The  Board  of  Directors 
of  United  States  Fidelity 
and  Guaranty  Company 
today  voted  a  quarterly 
dividend  of  $.55  a  share, 
payable  April  30,  1970,  to 
stockholders  of  record  at 
the  close  of  business  April 
3,  1970.  This  dividend  re- 
flects a  2-for-l  stock  split 
to  be  voted  on  at  the 
Annual  Meeting  of  Stock- 
holders March  23,  1970. 

This  amount  of  dividend, 
after  the  2-for-l  stock 
split,  would  be  equivalent 
to  $4.40  a  share  per  annum 
on  the  present  shares 
which  have  been  receiv- 
ing a  dividend  at  the  an- 
nual rate  of  $4.00  a  share. 

WILLIAM  R.  PHELAN 
Vice  President-Treasurer 
and  Secretary 
February  25,  1970 


BROAD 

INVESTING 

CORPORATION 

A  UNION  SERVICE  FUND 
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St 


consecutive 

quarterly 

dividend 


10  Cents  a  Share 

Payable  March  26.  1970 
Record  Date  March  9.  1970 

55  BROADWAY    NEW  YORK    N   Y    10006 


COLUMBIA  PICTURES 
INDUSTRIES,  INC. 

The  Board  of  Diroclors  at  a 
meeting  held  today  declared  a 
cash  dividend  of  15  cents  per 
share  on  its  outstanding  Com- 
mon .Stock,  payable  .\pril  15. 
1970,  to  stockholders  of  record 
March  20,  1970. 

S.  H.  MALAMED 

Financial  Vice  Pres. 
Nov  York,  February  27,  1070 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  partner 

JOHN  W.  SCHULZ 
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ABRAHAM  &CO. 

Members  New  York  Stock  Exchange 

and  other  leading  Exchanges 
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THOUGHTS . . . 


ON  THE 
BUSINESS  OF  LIFE 


Originality  is  the  one  thing  which 
unoriginal  minds  cannot  feel  the  use 
of.  —John  Stuart  Mill 


April  is  the  cruellest  month,  breed- 
ing lilacs  out  of  the  dead  land,  mixing 
memory  and  desire,  stirring  dull  roots 
with  spring  rain.  — T.S.  Eliot 


Human  nature  has  a  much  greater 
genius  for  sameness  than  for  original- 
ity. —James  Russell  Lowell 


There  is  nothing  more  difficult  to 
take  in  hand,  more  perilous  to  con- 
duct, or  more  uncertain  in  its  success 
than  to  take  the  lead  in  the  introduc- 
tion of  a  new  order  of  things. 

— NiccoLO  Machiavelli 


That  which  the  fool  does  in  the  end 
the  wise  man  does  in  the  beginning. 

—Richard  Trench 


If  we  would  guide  by  the  light  of 

reason,  we  must  let  our  minds  be  bold. 

—Louis  Brandeis 


Limiting  one's  pursuits  to  one  lone 
avenue  without  benefit  of  change  or 
diversion  can  result  in  a  form  of  vap- 
idity which  sometimes  deadens  imag- 
ination. —Edwin  G.  Uhl 


The  virtue  of  the  imagination  is  its 
reaching,  by  intuition  and  intensity, 
a  more  essential  truth  than  is  seen  at 
the  surface  of  things. 

—John  Ruskin 


Error  of  opinion  may  be  tolerated 

where  reason  is  left  free  to  combat  it. 

—Thomas  Jefferson 


There  are  two  things  that  have  to 
happen  before  an  idea  catches  on. 
One  is  that  the  idea  should  be  good. 
The  other  is  that  it  should  fit  in  with 
the  temper  of  the  age.  If  it  does  not, 
even  a  good  idea  may  well  be  passed 
by.  — Jawah.\hlal  Nehru 


All   change   is   not   growth;   as   all 
movement  is  not  forward. 

—Ellen  GLAsr.o\\- 


Every  time  a  man  puts  a  new  idea 
across,  he  faces  a  dozen  men  who 
thought  of  it  before  he  did.  But  they 
only  thought  of  it.       — Oren  Arnold 


B.  C.  FORBES 

Ideas  are  the  most  valuable 
commodittj  in  the  world  today. 
Ideas  are  born  of  initiative.  The 
organization  headed  by  a  man 
of  initiative  is  always  one  jump 
ahead  of  its  competitor  headed 
by  an  imitator.  A  thousand  and 
one  new  problems  arise  daily 
for  solution  in  every  field  of  en- 
deavor. These  problems  cannot 
be  overcome  by  adhering  to  old 
rules,  old  formulas,  old  devices. 
They  call  for  original  thinking, 
for  resourcefulness,  for  initia- 
tive. 


To  find  new  things,  take  the  path 
you  took  yesterday. 

—John  Burroughs 


Every  great  advance  in  science  has 
issued  from  a  new  audacity  of  imag- 
ination. —John  Dewey 


Only  feeble  minds  are  paralyzed  by 
facts.  —Arthur  Clarke 


An  idea  that  is  not  dangerous  is  un- 
worthy of  being  called  an  idea  at  all. 

—Elbert  Hubbard 


If  a  man  will  begin  with  certainties, 
he  shall  end  in  doubts,  but  if  he  will 
be  content  to  begin  with  doubts  he 
shall  end  in  certainties. 

—Francis  Bacon 


The  dogmas  of  the  quiet  past  are  in- 
adequate to  the  stormy  present.  .  .  . 
As  our  case  is  new,  so  we  must  think 
anew  and  act  anew. 

—Abraham  Lincoln 


There  are  truths  which  are  not  for 
all  men,  nor  for  all  occasions. 

—Voltaire 


The  creative  mind  is  the  playful 
mind.  Philosophy  is  the  play  and 
dance  of  ideas.  —Eric  Hoffer 


No  facts  are  to  me  sacred;  none 
are  profane;  I  simply  experiment,  an 
endless  seeker,  with  no  past  at  my 
back.  —Ralph  Waldo  Emerson 


That  fellow  seems  to  me  to  possess 
bqt  one  idea,  and  that  a  wrong  one. 

—Samuel  Johnson 


A  Text . . . 


Sent  in  bjr  Paul  Bennett,  Wash- 
ington, Mich.  What's  your  favo- 
rite text?  The  Forbes  Scrapbook 
of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of 
texts  used. 


For  the  time  will  come  when  they  will 
not  endure  sound  doctrine;  but  after 
their  own  lusts  shall  they  heap  to  them- 
selves teachers,  having  itching  ears; 
and  they  shall  turn  away  their  ears 
from  the  truth,  and  shall  be  turned 
unto  fables.  —II  Timothy  4:3,4 
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RISAR^*^  retrieves  and  displays  all  of  man's  knowledge.  Instantly. 


Imagine  the  uses  for  a  system 
that  can  instantly  retrieve  and  dis- 
play virtually  all  knowledge -from 
the  poetry  of  the  Greeks,  to 
archives  of  legal  documents  span- 
ning ancient  Roman  Law  with 
modern  Jurisprudence. 

In  RISAR  there  is  room*  for  the 
Hebrew  writings,  Oriental  Anthol- 
ogies and  African  Arts  -  all  in  con- 
tiguity with  the  libraries  of  data 
generated  by  the  insurance  com- 
■•^^ny,  bank,  warehouse  or  govern- 

-^agency. 
•latever  your  applications, 


pages  of  textual,  graphic  and  pic- 
torial matter  are  displayed  -  even 
updated  by  keyboard  and  memory. 

Information  can  be  requested  from 
an  unlimited  number  of  sources 
*  and  displayed  simultaneously. 

RISAR  cuts  storage  space 
required,  by  up  to  1  /500  that  of 
manual  systems.  RISAR  signifi- 
cantly cuts  medium  costs,  and  its 
on-line  operation  permits  records 
to  be  displayed  faster.  Hard  copies 
are  provided  as  well. 

Phone  or  write  for  our  RISAR 
brochure. 


•RISAR  handles  up  to  2'/2  million  documents, 
expandable  In  2Vi  million  document 
modules  to  suit  any  application, 

RISAR  is  a  Trade  Service  Mark  of  Foto-Mem  Inc. 


FOTO'MBM.  INC. 


6  Slrathmore  Road 
Natick,  Mass.  01760 
(617)655-4600 


Dur  lock  box 
service  can 
nake  a  check 
ayabletoyou 
like  money 
in  the  bank. 


I  Virginia  Bankshares 


THE  BANKS  WITH  OVERVIEW. 


as.  MAIL 


940987 


^  ,>km 


iny  company  that  has 
nittances  from  the  Mid- 
antic  region  can  benefit 
•m  our  guaranteed  over- 
t  delivery.  In  essence,  we 
y-ou  closer  to  your  check- 
riters.  with  a  program 
.ored  to  your  needs.  You 
■up  with  higher  available 
k  balances,  freeing  funds 
I-  short-term  debt  reduc- 
>n  or  investment.  Don't 
iderestimate  what  over- 
w  can  do  for  you.  It  can 
ally  mean  money  in  the 
bank.  For  you. 

5r  information  on  lock  boxes  or 
erservices,write:Mr.CatesbyB. 
ones.  Dept.B.  United  Virginia 
ankshares  Inc.,  900  East  Mam 
■eet.  Richmond,  Virginia  23219. 
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Frank  Fenner,  why  aren't 
you  in  your  office? 


Frank  is  an  executive  with  available  investment 
capital.  He  has  recently  invested  in  a  growing  industry 
. . .  Hereford  cattle.  He  is  one  of  a  new  breed 
of  cattlemen. 

Frank  invested  in  registered  Herefords  for  these  good 
dollar  and  cents  reasons: 

1.  His  new  investment  returns  a  large  increase  in 
capital  growth  each  year,  in  fact  his  cow  herd  will 
double  in  size  in  a  short  time. 

2.  The  beef  market  shows  steady  growth... over  110 
pounds  per  capita  consumed  last  year. 

3.  The  demand  for  Herefords  is  grflVving.  It  is  the 
predominant  breed  in  the  beef  cattle  business.  Its 
whiteface  trademark  is  stamped  on  millions  of 
calves  annually. 


4.  Frank  enjoys  an  important  extra  bonus  absolutely 
free! ..  .Weekends  in  the  great  outdoors  with  his 
family  and  friends  away  from  jangling  phones,  traffic 
jams,  worry  and  cares. 

You  can  start  a  Hereford  herd  right  now  and  you  do 
not  have  to  own  land!  We  will  put  you  in  contact 
with  a  successful  Hereford  breeder  who  can  offer  you 
an  opportunity  to  start  your  herd  in  a  unique  and 
profitable  "joint  venture"  using  his  land 
and  management  skills  or...  we  will  help  you  find 
the  cattle  and  land. 

For  more  information  write  or  call 
H.  H,  Dickenson,  Director  of  Market  Development. 
He  will  send  you  our  new  brochure, 
"Opportunities  with  Land  and  Hereford  Cattle."    ■ 


The  American  HEREFORD  Association 

7]5  Hereford  Drive         Kansas  City,  Mo.  ()410'S  Phone  AC  816  842-3757 
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Because  companies  that  merge 
with  Alco  Standard  inevitably  in- 
crease their  profits.  The  records 
show  that  Alco  Standard  member 
companies  sell  more,  have  larger 
payrolls  and  grow  faster  following 
their  merger. 

The  secret  in  this  success  lies  in 
Alco's  unique  "Corporate  Partner- 
ship" philosophy.  Here's  how  it 
works: 

Each  of  Alco  Standard's  56 
profit  centers  was  a  successful  pri- 
vately-owned company.  But  their 
individual  growth  was  hindered  by 
lack  of  investment  capital  and  in- 
creasingly complex  administrative 
detail. 

Today,  each  member  company 
turns  such  problems  over  to  Alco's 
corporate  specialists.  And  the 
member  company's  executives  are 
free  to  concentrate  on  what  they 
do  best .  .  .  developing  and  selling 
their  products  or  services  at  a 
profit. 

These  executives  retain  their 
owner  -  management    incentive 


FIVE  YEAR  RECORD* 

IN   MILLIONS 
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NET  INCOME                 1 
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'65    '66     '67     '68     '69 
*From  1969  annual  report 

Listed  on  New  York  Stock  Exchange 
Ticket  symbol :  ASN 

>aL^a  ST/qND/^RD 

"The  Corporate  Partnership" 


through  holdings  of  Alco  stock. 
They  have  a  partnership  interest 
in  Alco's  growth  and  the  operating 
autonomy  to  achieve  it. 

Alco's  record  speaks  for  itself  — 
internal  growth  of  member  com- 
panies, plus  growth  through  ac- 
quisitions, has  resulted  in  a  33 
percent  total  compounded  annual 
growth  rate  of  earnings  per  share 
for  the  last  five  years.  Net  income 
has  jumped  from  less  than  $1  mil- 
lion in  1965  to  over  $11  million  in 
1969.  Earnings  per  share  have 
risen  from  38  cents  to  $1.55  during 
the  same  period. 

Each  year,  hundreds  of  pri- 
vately held  companies  indicate  an 
interest  in  joining  the  Alco  Stand- 
ard "Corporate  Partnership". 
Judging  from  the  income  taxes  we 
pay,  who  can  blame  them? 

Net  income  is  just  one  measure  of 
Alco  Standard's  rapid  and  profitable 
growth.  Our  1969  Annual  Report 
has  all  the  details.  Write  Alco 
Standard  Corporation,  Valley  Forge, 
Pa.  19481. 


FORBES,   APRIL    15,    1970 


My  chair 
is  killing  me. 

Some  chairs  can  give  you 
a  royal  pain.  They're  hard;  they  tilt 
too  much  or  they  don't  tilt  at  all. 
They  squeak.  They're  undignified  and 
they're  uncomfortable. 

But  take  a  look  at  GF's  Accent 
Series  chairs.  There 
are  1 1  different 
models,  all  cushiony, 
comfortable,  beau- 
tiful. They  come  in 
a  myriad  of  colors 
and  textures  and 
weaves.  Even  vinyls. 
And  they're  con- 
toured to  fit  the  body 
perfectly.  Some 
have  tubular  legs, 
some  have  a  swivel  center  column; 
some  have  arms,  some  don't.  Some 
tilt.  Some  are  on  wheels.  Which 
means  that  be  you  ever  so  humble, 
you  have  innumerable  choices  for 
your  personal  throne  or  office  chairs. 
Even  if  there  isn't  a  crown  on  your 
head,  there  shouldn't  be  a  pain  in 
your  chair. 

GF:  First  in  Form  and  Function. 
For  a  comprehensive  look  at  GF's 
Accent  Series  chairs,  write  The 
General   Fireproofing  Company, 
Youngstown,  Ohio  44501,  or  get  in 
touch  with  your  local  GF  branch  or 
dealer  listed  in  the  Yellow  Pages. 


GF  Business  Equipment 


If  you  can't  take\fepco's  tour 
of  Tidewater  Virginia  in  person. 


1.  You  are  now  in  the 
18tli  century.  Williamsburg 
looks  just  like  it  did  when  it 
was  the  governmental,  social, 
and  cultural  capital  of  Colonial 
Virginia.  In  modern  Virginia, 
It  can  ship  its  goods  to  North- 
eastern markets  overnight. 

2.  At  the  international 
port  of  Hampton  Roads, 
you're  looking  at  deepwater 
dock  facilities  for  almost 
anything  you'd  care  to  import 
or  export.  From  coal  and  ore 
to  frozen  foods.  Here  stands 
the  world's  largest  privately 
owned  shipyard.  And  while 
you're  looking  at  ship 
construction,  think  about  plant 
construction.  Costs  are  25% 
lower  here  than  in  the 
traditional  industrial  centers. 

3.  Take  a  boat  ride. 
You'll  see  an  average  of  one 
ship  arriving  or  departing 
every  half  hour.  You'll  see  the 
flags  of  more  than  100 
shiplines.  You'll  see  heavy 
investment  in  containerized 
freight  handling  equipment. 

4.  No  delays  on  these 
piers.  Lower  overall  costs  to 
shippers.  The  nation's  second 
largest  container  handling 
facilities  are  in  the  area.  Tour 
the  city  at  night.  The  lights 
will  remind  you  that  we've 
increased  our  generating 
capacity  six  fold  in  the  last 
18  years.  Because  we  wanted 
to  be  ready  for  you. 

5.  You  stop  here  to  prove 
that  the  ocean  is  not  all  work 
and  no  play.  After  a  day  of 
thinking  about  ocean  steamers, 
you  might  do  a  little  navigating 
yourself  On  a  surfboard. 

6.  You're  now  looking  in 
on  prospective  industrial 
neighbors  from  the  air.  Many 
of  them  can  supply  the  raw 
materials  you  need.  Right  at 
your  tloorstep. 

7.-8.  While  you're  looking 
at  more  sites,  you  can  think 
about  profit.  How  rough  it  is 
in  the  traditional  industrial 
centers.  How  easy  it  would  be 
here.  The  tour  ends.  You  can 
rail  J.  Randolph  Perrow  at 
')S)  771-3767.  Or  write  him 
I   Virginia  Electric  and  Power 
Company,  Richmond,  Virginia 
23209.  You  get  all  the 
information  you  need.  You 
build  a  plant  here.  And  make 
money  happily  ever  after. 
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take  your  mind  there. 
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Japan's  Secret  Weapon? 

Year  after  year,  the  taxpayers  of  the  U.S.  spend  $15  billion  on  the 
nation's  highways.  Meanwhile,  except  for  the  not  very  efficient  shipping 
subsidies  and  for  airlines'  traffic  control  (which  has  not  been  working  too 
well  lately,  either),  other  forms  of  transportation  get  the  leavings. 

And  this  is  why  the  passenger  train  is  all  but  dying  in  this  country.  It 
is  why  so  much  public  transportation  is  bad  and  getting  worse  in  the 
richest  country  in  the  world. 

Forbes'  Howard  Rudnitsky  is  just  back  from  a  quick  trip  to  Japan 
where  he  looked  in  at  Expo  70  and  talked  to  some  key  Japanese  business- 
men. What's  this  got  to  do  with  railroads  and  buses  and  highways? 
Well,  it's  like  this.  Howard,  34,  is  a  bit  too  young  to  remember  when 
U.S.  trains  were  first-rate  and  local  buses  and  subways  were  clean, 
and  comfortable.  He  figured  that  grubby  and  inefficient  were  the  way 
things  always  had  been.  He  and  his  wife,  Shana,  were  simply  flab- 
bergasted, therefore,  when  they  saw  what  public  transportation  is  like  in 
Japan.  They  just  weren't  prepared  for  such  efficiency. 

Howard  rode  Japan's  famous  high-speed  train.  The  Bullet,  from  Tokyo 
to  Nagoya.  He  reports:  "We  cruised  at  130  mph,  but  the  ride  was  smooth 
as  silk.  The  seats  are  spacious,  even  for  a  Westerner,  and  they  swivel,  so 
that  you  can  turn  around  and  talk  with  your  friends.  You  can  buy 
snacks  and  drinks  at  your  seat. 

"We  arrived  within  30  seconds  of  the  scheduled  arrival  time." 

Howard  adds:  "I  knew  The  Bullet  was  a  crack  train,  but  then  I  learned 
that  in  Japan  all  trains  are  expected  to  arrive  on  time." 

During  the  rush  hours.  The  Bullet  runs  like  a  subway,  with  trains 
leaving  every  five  minutes.  "And  the  line  turns  a  profit,"  Howard  says. 
'.'The  Japanese  told  me  they  hope  to  extend  the  system  fifteenfold  by 
1985"  from  its  present  320  miles. 

The  Japanese  spent  over  $1  billion  to  build  The  Bullet  in  1964,  but, 
says  Howard,  "this  wasn't  done  at  the  expense  of  the  other  means  of 
transportation.  On  the  contrary.  They  built  two  superhighways  in  the  past 
five  years,  a  new  airport  at  Osaka  and,  they're  extending  the  Tokyo 
subway." 

Howard  and  Shana  rode  on  railroad  trains,  subways  and  buses.  They 
were  startled  by  the  cleanliness  of  every  transportation  system  they  used. 
"The  subways  are  even  more  crowded  than  in  New  York,"  says  Howard. 
"Yet,  they  are  immaculate.  Even  the  men's  rooms  on  trains  are  clean. 

"The  Japanese  are  creating  a  balanced  transportation  system.  They're 
not  spending  90%  on  highways,  10%  on  everything  else.  They  don't  let  the 
railroads  deteriorate,  forcing  people  to  use  cars  to  drive  to  work  or 
airplanes  to  travel  even  short  distances,  thus  jamming  both  the  highways 
and  the  airports.  They  realize  that  all  forms  of  transportation  should 
be  complementary." 

As  Howard  says,  good  transportation  isn't  a  luxury,  something  nice  but 
nonessential.  It  is  essential  to  human  efficiency  and  industrial  efficiency. 

The  Japanese  realize  this.  We  don't  seem  to.  Maybe  U.S.  industrial 
supremacy  isn't  quite  as  unshakable  as  we  like  to  think  it  is.  ■ 


7Tie  PerRtrmance  People: 


•■^P<SQ}^^^(iQ  things  and  do 
ifttem  iitasiraKpect  one  thing  from 
the  bank  that  handles 
their  investments: 

Performance.  Capital  apprecia- 
tion. In  black  and  white. 

At  Manufacturers  Hanover,  we 
live  with  this  demand  day-in, 
day-out.  Because  we're  respon- 
sible for  the  management  of 


funds  valued  at  more  than  seven 
billion  dollars— for  performance- 
minded  people, 

it's  a  job  that  requires  one 
of  the  largest  and  ablest  research 
and  management  organizations 
in  the  world. 

So  if  you're  the  kind  of  person 
who  wants  things  done  right, 
ask  about  our  Investment  Manage- 

thqydemand 
a  bank  that 
perfotms. 


ment  Service.  And  make  us  prove 
that  we  can  do  the  job— the  way 
you  expect  it  to  be  done. 

Personal  Trust  DMsiort- 

350  Park  Avenue,  New  York,  N.  Y.  10022 

Tel:  350-4943  (Area  Code  212) 

...  it's  good  to  hiv*  a  9«at  brnk  bahind  yoH 

i  MANUFACTURERS 
IHANOVER  TRUST 


TRWs  Poppy  Northcutt  keeps 
bringing  astronauts  home. 


Poppy  is  just  doing  her  thing.  She's 
the  25-year-oid  mathematical  whiz 
who  helped  develop  computer  pro- 
grams to  bring  our  astronauts  back 
from  the  moon  right  on  target.  Her 
work  at  Houston's  space  center  is 
just  one  example  of  TRW's  growing 
insolvement  in  information  systems 
and  computer-related  software 
services. 

Our  activities  range  from  way-out 
stuff  like  those  computerized  road- 
maps  for  Apollo  space  missions  to 
way-in  things  like  automated  control 


mention  a  few.  We  also  market 
our  systems  engineering  expertise 
to  help  solve  the  complex  problems 
of  an  urban  society. 

In  the  expanding  computer  serv- 
ices market,  TRW  is  one  of  the 
top  producers  with  more  than  $75 
million  in  annual  software  sales.  We 
expect  our  share  to  keep  going  up. 

In  this  business,  the  sky's 
obviously  not  the  limit. 

TRW  INC.,  Cleveland,  Ohio — A  Diversified  Technology  Company  Specializing  in  Products,  Systems,  and  Services  for  Commercial,  Industrial  and  Government  Markets. 
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systems  for  oil  field  production. 

We're  also  providing  a  nation- 
wide information  system  for  banks 
and  retailers  that  has  processed 
as  many  as  10,000  credit 
inquiries  per  hour. 

We're  even  working  on  a  data 
handling  system  where  you  talk 
directly  to  your  computer  in 
plain  English. 

Software  is  just  one  of  many 
growth  businesses  at  TRW. 
Microelectronics.  Earth  resources 
sateUites.  Electronic  systems.  To 


For  a  city  that  excels 
in  technical  schj^gljng 
and  training  .  .  . 


A 


m 


there's 

Columbus, 

Georgia. 


During  day  classes,  Columbus 
Tech  is  helping  960  people  be- 
come more  proficient;  over  1  500 
at  night.  Machinists,  welders, 
sheet  metal,  data  processing, 
marketing  and  many  more.  It's 
the  only  such  school  in  Georgia 
teaching  Tooling  and  Die.  And 
we're  way  out  front  in  electronics. 

With  an  instructor  staff  second- 
to-none,  equipped  with  the  ma- 
chinery they  need,  Columbus 
Tech  could  be  reason  enough  to 
locate  your  plant  here. 


Take  the  6C  tour .  .  . 

spend  six  cents  and  mail  this  coupon  Our  36- 
page  brochure  shows  how  Columbus  can 
contribute  to  your  company's  expansion  plans. 


CHARLES  F.  HEATH 

ECONOMIC  DEVELOPMENT  DEPARTMENT 

CHAMBER  OF  COMMERCE 

P.O.  BOX  1200 

COLUMBUS,  GEORGIA  31902 
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BUSINESS 


The  Second  Sex 

The  1964  Civil  Rights  acts  banned 
discrimination  against  women,  but 
even  so,  according  to  a  new  Amer- 
ican Society  for  Personnel  Adminis- 
tration-Bureau of  National  Affairs 
survey,  women  have  a  rough  time 
getting  a  fair  shake  from  business. 
Of  the  150  companies  surveyed, 
59%  disqualified  women  from  jobs 
on  the  basis  of  sex  and  even  where 
the  workforce  was  more  than  half 
female,  women  did  mostly  rank 
and  file  office  jobs.  Nearly  40%  had 
no  women  at  all  in  management 
positions,  and  why  should  they? 
Only  30%  bothered  to  recruit  at 
women's  colleges.  Women  did  have 
a  few  advantages.  Rest  lounges 
were  a  female-only  privilege  in 
35%  of  the  firms,  and  earlier  retire- 
ment for  women  an  option  at  8%. 

EaU  &  West 

In  most  big  cities  these  days  the 
new  apartment  dweller  may  find 
himself  paying  a  month's  security 
deposit  and  a  finder's  fee  equal  to 
one  month's  rent,  in  addition  to  the 
first  month's  rent.  Compare  this 
with  Seattle,  where  apartment  own- 
ers these  days  have  been  offering 
the  first  month's  rent  free.  The  rea- 
son: Boeing,  which  hires  almost  15% 
of  Seattle's  entire  labor  force,  has 
been  laying  off  workers.  Last  year 
they  dismissed  over  14,000  workers 
in  Seattle,  and  dismissals  will  con- 
tinue at  least  through  the  first  quar- 
ter. Because  of  this,  Seattle  is  suf- 
fering hard  times,  the  only  city  in 
the  nation  to  report  rent  reduc- 
tions; elsewhere,  increases  average 
10%.  (For  more  on  Boeing's— and 
Seattle's— troubles,  see  p.  23.) 


OVERSEAS 


Chemical  Consortium 

Chemical  Bank  will  become  the 
latest  New  York  bank  to  form  an 
international  banking  consortium 
this  summer  when  it  joins  with  Chi- 
cago's Northern  Trust,  Credit  Suisse 
of  Zurich  and  Baring  Brothers  of 
London  in  setting  up  the  London 
International  Bank.  This  type  of 
joint  venture  is  primarily  a  vehicle 
for  lending  Eurocurrencies  medium 


■>, 


term,  and  it  will  have  its  eye  on 
multinational  companies.  London 
International  Bank  will  also  underr 
write  debt  and  equity  issues,  an  ac- 
tivity that  both  Chemical  and 
Northern  Trust  are  proscribed  from 
engaging  in  at  home.  Some  half 
dozen  such  consortia  have  been  op- 
erating in  Europe  since  the  late 
Sixtfes,  and  have  done  much  to  re- 
place the  European  borrowing- 
against-assets  idea  with  the  more 
American  concept  of  borrowing 
against  cash  flow. 

Penetrating  the  Impenetrable 

Despite  Japan's  success  in  the 
U.S.  auto  market,  the  Japanese 
still  refuse  to  let  Detroit  (or  any- 
one else)  sell  cars  in  Japan.  Today 
Chrysler  has  12  cars  there— all  at 
Expo  70.  Yet  this  could  change  in 
the  future,  and  Chrysler  has  the 
vehicle  to  do  it:  a  prospective  joint 
venture  with  Japanese  automaker 
Mitsubishi.  Under  the  agreement, 
Chrysler  and  Mitsubishi  would  set 
up  joint  manufacturing  facilities  in 
Japan.  Mitsubishi  would  join  Toy- 
ota and  Datsun  in  selling  cars  in 
the  U.S.  market,  and,  more  impor- 
tantly, Chrysler  might  offer  the 
first  foreign  cars  in  a  previously 
impenetrable  Japanese  market.  ■ 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  a 
month  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  D  1  year  $9.50,  D  2 
years  $15,  D  3  years  $19.  Pan-Amer- 
ican and  foreign  orders,  please  add 
$4  a  year.  Payment  should  be  sent 
with  all  orders  from  outside  the  U.S.A. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 
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AN  AMAZINGLY  RAPID  AND  EFFECTIVE  NEW  WAISTLINE  REDUCER 

The  incredible  ^evT 

SAUNA  BELT 


GUARANTEED  TO  TAKE  FROM  1  TO  3  INCHES  OFF  YOUR 
WAISTLINE  IN  JUST  3  DAYS  OR  YOUR  MONEY  REFUNDED! 


SAUNA  BELT— the  first  really  new  idea  in  slenderizing  In  years  produces  sensationally  rapid  results  in  reducing  the  waistline  — for 
men  or  women  — and  without  the  need  for  dieting.  Users  report  unbelievable  results  like  these  — results  which  speak  for  themselves: 

BOB  BUTLER:  "Tlie  Sauna  Bell  has  helped  me  lo  ineli  the  inches  away  —  2  inches  off  my  waistline  the  first  time  I  used  it  —  a  total  loss 

of  4  inches  in  6  days." 

KARL  HOAGLAND:    "Always  a  great  skeptic   —    for  the  first  time  a  product  did  what  it  claimed.     Using  the  Sauna  Belt  twice  in  one 

week.  I  lo'it  y  :  inches  from  my  waistline.  A  'Blue  Ribbon'  for  Sauna  Belt." 

H.  J.  FAIRCLOTH,  JR.:  "Lost  4'/2  from  my  waist  in  just  one  week.  Magnificent  thing!  Outstanding  practical  results.  I'd  order  over  and 

over  again." 

WHAT  IS  THIS  SENSATIONAL  NEW  "SAUNA  BELT"?  The  Sauna  Belt  is  made  from  a  special  non-porous  plastic  material.  It  is 
completely  different  from  any  other  belt  on  the  market  that  makes  waist  reducing  claims.  The  Sauna  Belt  is  placed  around  your  waist, 
directly  against  the  body,  and  then  by  use  of  the  special  tube  provided,  the  belt  is  inflated  —  just  like  blowing  up  a  balloon.  As  the 
belt  is  inflated  it  will  tighten  itself  around  your  waist  and  you  will  notice  a  snug,  comfortable  feeling  of  warmth  and  support  through- 
out your  waistline  and  lower  back.  After  the  belt  is  in  place  and  inflated,  you  will  then  perform  the  two  'magic'  waistline  reducing 
exercises  specially  adapted  for  use  with  this  remarkable  belt.  This  will  take  just  a  few  minutes  and  then  you  will  relax,  while 
leaving  the  belt  in  place  on  your  waist,  for  another  20  minutes  or  so.  That  is  all  there  is  to  it.  This  inflated  belt  is  specially  designed 
to  provide  resistance  to  the  movements  and  to  provide  heat  and  supporting  pressure  to  every  area  of  your  waist  —  back,  front  and 
sides  — and  when  you  remove  the  belt  — voila!  — a  tighter,  firmer  waistline  from  which  the  excess  inches  are  already  beginning  to 
disappear. 


1.  Slip  the  belt  around  your  waist  —  in- 
flate—  and  you  are  ready  to  do  your  two 
'magic  waist  reducing  exercises:  S  to 
10  minutes. 


2.  After  your  exercises,  you  simply  re- 
lax for  about  20  minutes  while  keeping 
the  belt  around  your  waist. 


3.  Then  remove  the  Sauna  Belt.  Your 
waist  will  already  feel  tighter  and  trim- 
mer. Many  persons  have  lost  an  inch 
or  more  the  very  first  day. 


HOW  LONG  MUST  I  USE  THE  SAUNA  BELT?  That  depends  on  your  goals  — how  many  inches  you  want  to  lose  from  your  waistline 
and  the  rate  at  which  your  body  responds.  Each  person's  body  make-up  is  different,  therefore  the  degree  of  loss  will  vary  with 
individuals.  It  is  recommended  that  you  use  the  belt  for  a  few  minutes  each  day  for  3  days  in  a  row  when  you  first  get  the  belt 
an^  then  about  2  or  3  times  a  week  until  you  have  achieved  your  maximum  potential  for  inch  loss.  After  that,  for  waistline     ^ 
maintenance,  you  can  use  the  belt  about  twice  a  month,  or  as  often  as  you  feel  the  need.  Many,  many  people  lose  an  inch    ^-^ 
or  more  the  very  first  day  they  use  the  belt.  There  are  those  who  have  lost  as  much  as  3  inches  on  their  waistlines    ^^ 
from  just  one  session  with  this  'magic'  belt.  The  results  from  the  Sauna  Belt  have  been  dramatic,  to  say  the  least,    ^^        ^o 
but  whatever  speed  and  degree  of  inch   loss  your  particular  metabolism   allows  you  with  this  belt,   remember     ^-^»\%    'CP''^\eN' 
this:  You  must  lose  from  1  to  3  inches  from  your  waistline  in  just  3  days  or  you  may  return  the  belt  and  your    ^'^\,^^<^^%l|'^^^^^ 
entire  purchase  price  will  be  immediately  refunded.  ^^^^  '^^%.'^'^a'!-'^'^  t 

NOTHING  ELSE  LIKE  IT. . .  AND  THE  PRICE  IS  ONLY  $9.95.  Nothing  else  that  we  have  tried,  nothing     ^-^«^^^'''ic<^?t^'«^*V\9^ 
else  that  we  have  seen,  nothing  else  that  we  know  of  can  give  the  sensationally  rapid  results  in       -^  «At^    \<*\o'^  cO'**,o^^ 


reducing  the  waistline  as  does  the  incredible  new  Sauna  Belt. 

MONEY  BACK  GUARANTEE.  We  are  so  convinced  that  the  Sauna  Belt  is  the  fastest, 


surest,   most  convenient,   most  comfortable,   most   sensationally  effective   waistline 

reducer  ever  discovered  that  we  offer  this  unconditional  Money  Back  Guarantee:       ^ 

Man  or  woman,  if  your  waistline  is  not  1  to  3  inches  smaller  after  using  the      ^^ ^^    -^  *-  \%-    f,\- 

Sauna  Belt  for  only  3  days,  you  may  simply  return  the  belt  to  us  and  your      ^'^c,,^'  if^'^l^X'^'^'^  c"^  »o 

money  will  be  refunded  promptly  and  without  question.  So  if  you  want     ^^^'^^<ti'\^^%<^^  a<^^^  ^  S 

a  trimmer,  slimmer,  firmer,  tighter  waistline -and  you  want  it  now—     ^^^^^.gif^-^fl^^'-^^^  ^^^  c^'^'*'^^ 


send  for  your  Sauna  Belt  today  and  discover  what  a  remarkable     y'^^^S^^ ^^'^%,'^'^'a'>'^''^^Cy^\'^%^^^ 
difference  it  can  make  in  the  way  you  look  and  the  way  you     ^^         6^*'c>^S     \\^'^\,Ov'i°'*»*'*^  o^^^ 
feel.   It  will  be  the  best  investment  in  your  appearance      /^        „%*t<*^-os5''^    e.O''^  ro^.^'^'k'^'^^  v^      ^     <.-. 
you  will  ever  make.  ^^        i^^t^'^^'^\'>'         xO'^V'V'^V^^  N^^' O^S 

©Sauna  Belt  Inc.  1970.  P.O.  Box  3984,  San  Francisco,  CA  94119      y'^  ~ 
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All  our  bankers  aren't  bankers,  anymore. 


Meet  our  merger  specialist. 

Almost  every  corporation  has  considered  playing 
the  merger/acquisition  game.  But  the  merger  game 
isn't  for  amateurs.  That's  why  we  hired  pros  hke  Neale 
Bringhurst. 

First  Pennsylvania  Bank  can  now  give  you  expert 
financial  counsel  in  all  matters  pertaining  to  mergers 
and  acquisitions. 

We  can  help  you  to  determine  whether  you  should 
acquire,   be  acquired,   or  merge,   and   if  so,  w»  can 


assist  you  in  seeking  out  suitable  acquisitions  or  buyers. 

If  the  buyer  or  seller  is  a  closely  held  corporation, 
we  can  detennine  its  fair  market  value. 

During  the  actual  negotiations,  we  act  as  financial 
consultants,  examining  means  of  financing  acquisitions 
and  attending  to  all  related  financial  matters. 

And  everything  is  handled  with  utmost  discretion. 

If  your  company  is  thinking  merger,  take  advantage 
of  expert  advice.  From  one  of  our  unbankerlike  bankers. 

Fiist  Pennsylvaiiia  Bank 

The  First  Pennsylvania  Banking  and  Trust  Company 
ISth  and  Chestnut  Sts.,  Philadelphia.  Pa.  19101 
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oena  your  camp  id  kios  mis  summer. 


here  are  a  lot  of  kids  in  your  city 
probably  will  never  see  a  summer 

►P. 

nless  you  send  them  one. 

nd  with  our  Swimobile  you  can 
t.     / 

wimobile  is  a  30-foot  aluminum. 
;hauf  Trailer  with  pumps  and  fil- 

filled  with  thousands  of  gallons 
Dol,  glistening  water. 


Last  summer  it  was  also  filled  with 
thousands  of  cool,  joyful  city  kids  who 
otherwise  would  not  have  splashed 
in  a  swimming  pool. 

Swimobile  was  their  summer  camp. 

It  came  right  into  their  neighbor- 
hood, compliments  of  WJBK-TV,  a 
local  TV  station  in  Detroit.  They  had 
asked  us  to  devise  a  mobile  swimming 
pool  that  could  be  driven  from  one 


neighborhood  to  another. 

Swimobile  was  our  answer. 

We've  built  Swimobiles  for  other 
cities.  What  about  yours?  We  can  do 
the  same  for  you,  your  city,  your 
company,  your  local  civic  group, 
whatever. 

Give  us  your  order  now  and  we'll 
have  your  Swimobile  delivered  in  time 
for  the  sweltering  summer  weather. 
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lo-    i  n^.„,.^ui  Corporation,  10900  Harper,  Detroit,  Michigan  48232. 
I  am  interested  in  a  Swimobile  for  my  city.  Please  send  me  the  details. 

Name . ' 

Address . : 


Title  and  Company  (if  any)_ 
Add 


Address City •   State  Zip 

^^^^B  ^1  TOTAL  TRANSPORTATION  ^V 

Eiiioiiauf 


Xf'  -' 


t 


jMAStERTioSTS 
IMHS 

i  Licen«es  are  available  in 
selected  market  areas  to 

the  businessman  who  wanto 
to  maintain  his  indmdual. 
itywhile  realiring  a  b,gh 

profit  potential.  Wnte  or 
jroneTomReeder.M«rter 

iHoata  International,  Inc., 
9808  Wilshire  Boukvard, 
Lverly  HUte.  CaUf ornia 
90212,  Telephone  (218) 
272-0911.  Matter  Hosts  is 
aasociated  with  Interna- 
tional Industries  Inc.  whose 
.hares  are  listed  on  the 

New  York  Stock  Exchange. 


Jewflrj 

^.■.■k■ 

smle*  fi\ 
not  Ip*-, 
BOI  SOT 


To  spice  a  traveler's  life 


You  don't  have  to  be  big  to  have  brains. 

Tiny  solid  state  devices  in  the  Olympus  35EC 
do  many  things  automatically  that  cameras  twice  ^ 
its  size  can't  do.  Indoor  or  outdoor  exposures, 
whether  day  or  night,  sunlight  or  flash; 
all  are  set  automatically.  The  fastest  action 
stopped  electronically  at  l/800th  of  a 
second.  Yet  you  can  take  pictures  with  the  light  from 
one  match  automatically.  The  professional  type 
5  element  lens  delivers  razor  sharp  pictures.  If  you're 
looking  for  a  camera  that  slips  into  your  pocket 
but  is  packed  with  electronic  brains... 
see  the  remarkable  new  Olympus  35EC. 

The  Olympus  3  5  EC 

(Electronic  Compact) 

World's  smallest 

electronic  full  frame 

35mm  Camera. 


OLYMPUS 

Marketed  in  us.  A.  by  PonderScBesl.  Corporate  Offices:  11201  West  Pico  Blvd.  Los  Angeles,  Calif.  90064. 
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READERS  SAY 


High  Marks 

Sm:  I  just  wanted  you  to  know  how 
much  I  appreciate  your  thoughtful  and 
very  encouraging  comments  about  my 
relationship  with  the  American  people 
(Fact  ir  Comment,  Feb.  15).  Needless 
to  say,»I  hope  I  can  continue  to  merit 
such  high  marks  in  the  months  and  years 
ahead.  With  warmest  regards. 

—Richard  M.  Nixon 

White  House 

Washington,  D.C. 

In  to  Stay 

Sm:  On  page  17  of  your  Mar.  15  issue, 
you  attribute  to  Mr.  Gerhard  D.  Bleicken 
the  statement  that  he  is  not  sure  that 
John  Hancock  should  be  in  mutual  funds 
as  much  as  its  present  $13  million,  or  that 
it  should  invest  further  in  this  area.  This 
is  not  an  accurate  representation  of  what 
was  said.  The  facts  are  that  the  public, 
not  the  John  Hancock,  has  invested  more 
than  $13  million  in  two  John  Hancock 
mutual  funds.  In  addition,  the  company's 
investment  amounts  to  $8  million. 

The  John  Hancock  is  completely  com- 
mitted to  the  offering  of  mutual  funds 
and  is  proceeding  on  schedule  with  train- 
ing and  licensing  programs  for  its  agents. 
More  than  3,000  of  our  13,000-member 
sales  force  are  already  licensed,  and  we 
expect  this  number  to  reach  5,000  by 
year's  end. 

— W.  Edward  Boughton 

Vice  President, 

John  Hancock  Mutual 

Life  Insurance  Co. 

Boston,  Mass. 

The  M.D.s  Reply 

Sir:  As  a  practicing  physician  and  spe- 
cialist for  35  years,  I  am  on  your  side 
(Fact  ir  Comment,  Mar.  15).  We  doctors 
are  as  alarmed  as  anybody  over  the  ris- 
ing costs.  One  of  the  biggest  additions  to 
the  cost  of  medical  care  is  the  expense  of 
maintaining  the  bureaucracy  which  ad- 
ministers it.  Hotel  management  is  a  minor 
part  of  hospital  operation.  Sophisticated 
equipment  and  specially  trained  techni- 
cians are  expensive.  I  hope  you  know 
the  answers  because  I  certainly  do  not. 
We  beat  our  brains  out  trying  to  see  that 
every  patient  gets  the  medical  care  he 
requires. 

— DUANE  C.\RR,  M.D. 
Memphis,  Tenn. 

Sm:  So  much  has  been  emphasized 
about  the  negative  aspects  of  medicine 
that  I  think  some  positive  facts  should 
be  presented.  Rolling  Hill  Hospital,  in 
the  Philadelphia  area,  started  with  the 
conversion  of  a  private  estate  into  a 
60-bed  general  hospital  in  1953.  The 
capacity  has  grown  to  333  beds  and 
there  are  112  beds  under  construction- 
all  accomplished  with  private  financing. 
The  institution  has  paid  income  taxes 
for  16  out  of  the  17  years  of  its  existence. 
( Continued  on  page  96 ) 
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When  it  comes  to  big  plans... 


Colorado  is  choice  country 

for  a  growing  boy.... or  a  growing  business 


Little  boys  have  big  dreams.  So  do  growing  businesses. 
)ne  of  the  things  it  takes  to  make  those  dreams  come 
rue  is  know-how. 

Colorado  scores  high  in  that  area.  That's  because  the 
Jtate's  schools  are  among  the  most  outstanding  in  the 
:ountry,  from  the  primary  grades  to  the  PhD  level.  And 
ver  one  quarter  of  Colorado's  annual  budget  goes  toward 
naking  them  even  better.  The  State  ranks  second  in  the 
lation  for  per  capita  spending  for  education.  What's 
nore,  local  school  districts  make  every  effort  to  main- 
ain  high  educational  standards. 

Coloradoans  believe  in  education.  In  the  25  and  older 
ige  group  10.7%  of  the  State's  residents- have  4  years 


of  college... the  highest  percentage  in  the  nation.  The 
State's  colleges  and  universities  offer  a  wide  choice  of 
advanced  courses  in  a  vast  number  of  fields.  And  90,000 
Coloradoans  take  advantage  of  adult  education  programs 
every  year. 

If  you'd  like  to  learn  more  about  a  state  that  empha- 
sizes educational  excellence  from  grade  school  to  grad 
school,  we'll  send  you  a  complimentary  copy  of  our  66 
page  "Industrial  Colorado."  Address  inquiries  to  William 
C.  Hacker,  Director  of  Industrial  Research  &  Develop- 
ment, State  of  Colorado  Division  of  Commerce  and 
Development,  1085  State  Capitol  Annex,  Denver,  Colo- 
rado 80203. 


Make  Industrial  Colorado  Your  Choice 
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Eleven  questions 

for  presidents 

considering 

a  computer  installation. 


If  you  are  contemplating  a  major 
data  processing  center,  here  are 
eleven  questions  you  should  be 
asking  your  staff: 

•  Will  the  choice  of  location  for  the 
center  best  serve  your  interests  — 
immediatelyas  well  as  inthefuture? 

•  Will  the  layout  of  the  center  incor- 
porate the  most  efficient  flow  of 
traffic  among  those  departments 
that  support  or  depend  on  it? 

•  Will  the  plan  permit  maximum  in- 
ternal flexibility  for  adding  and  re- 
arranging peripheral  equipment? 

•  Will  it  have  adequate  provisions 
for  physical  expansion  to  accom- 
modate additional  "hardware"  and 
staff? 

•  Will  the  center  have  built-in  oper- 
ational reliability? 

•  Will  it  have  safety  features  to  help 
protect  your  investment  as  well  as 
service  commitments? 

•  Will  it  have  provisions  for  main- 
taining information  security? 

•  Will  the  working  environment  at- 


tract and  hold  the  skilled  personnel 
you  require  to  get  the  maximum 
benefit  from  your  investment? 

•  Will  the  capital  cost  of  the  new  in- 
stallation bear  a  realistic  relation- 
ship to  the  anticipated  benefits? 

•  Will  the  planning,  design  and  con- 
struction of  the  computer  center  be 
handled  soastoassureon-schedule 
and  within-budget  completion? 

•  Do  you  havethe  internal  resources 
to  plan  the  new  installation  to  as- 
sure satisfactory  answers  to  all 
these  questions? 

An  Austin  FACILITY  ANALYSIS  will 
help  answer  them.  It  is  one  of  seven 
Austin  engineering-economic- 
consulting  services  which  are  an 
important  initial  step  in  a  systems 
approach  to  the  development  of 
solutionsto  plant  facility  problems. 

Austin  specialists  begin  by  analyz- 
ing your  objectives  as  well  as  the 
methods  available  to  attain  them. 
Alternative  solutions  are  carefully 


studied  with  the  aim  of  combining 
all  resources  —  men,  machinery, 
materials,  and  money  —  into  the 
most  effective  answer  to  your  prob- 
lem. This  systems  approach,  based 
on  nearly  a  century  of  service  to 
commerce  and  industry,  produces 
measurable  benefits  in  time,  effort, 
and  money  for  Austin  clients. 

AUSTIN  ENGINEERING-ECONOMIC 
CONSULTING  SERVICES 

Facility  Analyses 
Feasibility  Studies 
Plant  Location  Surveys 
Site  Evaluation,  Selection 

and  Planning 
Land  Development  Planning 
Utility  Analyses 
Material  Handling  and 

Distribution  Studies 

Austin  offers  any  or  all  of  these 
services  in  addition  to  its  design, 
engineering  and  construction  serv- 
ices for  industrial,  commercial  and 
institutional  facilities.  For  further 
information,  please  write,  wire  or 
teletype:  The  Austin  Company, 
3650  Mayfield  Rd.,  Cleveland,  Ohio 
44121. 


THE  AUSTIN  COMPANY 

Designers  •  Engineers  •  Builders 


i 

■    n 

Construction  financing  available  at  this  time 
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'With  all  thy  getting  get  understanding" 


Fact  and  Comment 


CUT  OUT  THE 

Setting  safety  standards  for  consumer  products  is  most 
assuredly  a  proper  government  job.  If  present  laws  against 
fraud  don't  cover  fraudulent  warranties,  they  should. 

But  have  you  ever  heard  anything  more  outlandish  than 
some  proposals  by  the  Federal  Trade  Commission  and 
some  senators  to  have  the  Government  virtually  run  our 
automobile  companies  under  the  guise  of  insuring  stand- 
ards of  quality,  performance  and  durability? 

There's  a  country  where  the  Government  runs  the  auto 
business. 

Russia. 

Unless  I've  been  totally  misinformed,  I  cannot  recall  that 
in  numbers  or  performance  or  quality  or  durability  the 
Russian  automobile  business  has  set  many  world  records. 
For  Congress  to  consider  even  for  a  moment  permitting 
the  FTC  under  whatever  guise  to  run  the  automobile 
business  would  insure  about  only  one  thing:  that  the  auto 
business  would  be  run  out  of  business. 

The  FTC  in  its  presentation  refers  to  the  "basic  obliga- 
tion to  produce  defect-free  automobiles." 


NONSENSE 


The  day  anything  on  earth  is  defect  free,  there  will  be 
no  earth. 

This  FTC  proposal  is  on  a  par  with  such  other  non- 
sense as  the  mindless  demands  of  mean-wellers  that  "the 
public  should  be  on  corporate  boards  of  directors." 

It  astonishes  me  how  so  often  so  many  otherwise  edu- 
cated people  fail  to  grasp  the  simple  fact  that  the  corner- 
stone on  which  individual  freedom  is  built  is  the  success  of 
the  free  enterprise  system.  Running  a  business  with  a  bit 
of  profit  is  the  first  essential  to  preserving  that  freedom. 


WHAT  ABOUT  MUTUAL   FUNDS   BY  INSURANCE  COMPANIES 


In  short  order  the  insurance  industry  will  become  a  ma- 
jor factor  in  the  mutual  fund  business. 

A  few  years  ago  I  was  against  the  idea. 

Now  I  think  it's  good.  Very  good. 

Mutual  funds  grow  steadily  huger  because  they  fit  a 
very  real  investment  need  for  many,  many  people. 

Reputable  insurance  companies  will  bring  to  the  Fund 
field  a  sense  of  fiduciary  trust,  an  investment  expertise,  a 
long-range  point  of  view  and  resources  that  will  be  wel- 
come—because these  assets,  virtues  will  enable  them  to  fore- 
go some  of  the  fancy,  fast  footwork  that  seems  to  be  the 
full-time  occupation  of  too  many  go-go  mutuals. 


Mutual  funds,  as  they  pyramid  in  investment  conse- 
quence, have  greater  and  greater  responsibility  to  keep 
their  hands  off  the  management  of  companies  in  which 
they  invest.  If  they  don't  like  it,  sell  it. 

There  have  been  too  many  instances  of  money  bucca- 
neers using  mutual  funds  as  vehicles  for  tender  takeovers 
and  other  power  plays;  too  many  examples  of  funds,  which, 
by  use  of  letter  stock  and  the  fast  shuffle,  create  short-run 
performance  records  that  often  blow  up. 

Insurance  companies,  by  example  and  by  competition, 
should  help  to  restore  a  sense  of  responsibility  to  an  in- 
dustry with  immense  responsibilities. 
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WHY? 


A  few  years  ago,  in  Britain,  vandalism  of  public 
telephones  became  a  national  scandal.  It  was  well  nigh 
impossible  to  find  one  functioning.  I  remember  at  the 
time  thinking  how  lucky  we  were  that  this  form  of 
sickness  was  not  prevalent  here. 

How  things  have  changed!  Finding  public  phones 
that  are  in  working  order  is  the  exception  rather  than 
the  rule— at  least  in  most  of  the  nation's  major  cities. 


with  New  York  City  leading  the  parade. 

Can  you  figure  out  the  why  of  it?  What  the  kicks 
are,  and  for  whorri,  in  rendering  public  phones  useless? 
It  certainly  cannot  be  coin  thieves,  because  they  need 
a  working  phone  in  order  to  have  coins  to  steal. 

The  whole  business  came  to  mind  when  noticing  a 
very  effective  General  Telephone  &  Electronics  ad  pic- 
turing a  destroyed  pay  phone.  To  quote  a  bit  from  it: 


"On  a  given  day  some  11,000  public 
phones  in  this  country  are  out  of  com- 
mission. 

General  Telephone— indeed,  all  tele- 
phone companies— have  tried  various 
preventive  and  detection  devices  to  help 
cut  down  on  vandalism. 
But  as  things  stand  now,  we  can't  keep 
up  with  the  problem  of  policing  all  our 
public  phones. 

This  is  so  in  spite  of  the  fact  that  we're 
the  second  largest  phone  company  in 
the  country.  In  spite  of  the  fact  that  our 
regular  repair  service  people  check 
public  phones  on  a  regular  basis. 
Still,  it  isn't  enough.  We  can't  service  a 
phone  if  we  don't  even  know  it's  out  of 
operation. 


I  case  of  emergency,  dial. 


,  all  right.  You  saw 
/the  street.  Someone 

ncel"  You  spotted  a 

her;  you  raced  to  it. 

1  you  to  it . . .  someone 
f  that  phone .. . 
■f.OOO  public  phones  in 


This  is  so  in  spite  of  0 
largest  phone  compan^ 

Inspiteofthefacttl 
people  check  public  p 

Still,  it  isn't  enough. \ 
we  don't  even  know  it's 
s  where  yo 


That's  where  you  come  in. 
Appoint  yourself  a  committee  of  one  to 
let  your  phone  company  know  about 
any  public  phone  you've  found  out  of 
commission.  Just  call  your  regular  re- 
pair number.  (It's  a  free  call.) 
Why  should  you  bother? 
Simply   because    a   public   phone   that 
doesn't  phone  can  hurt  you  more  than 
it  hurts  us. 

There  might  be  a  time— a  life  and  death 
time— when  a  phone  has  to  work.  And 
doesn't. 

Maybe  you'll  never  have  to  call  for  an 
ambulance.   Maybe  you'll  just  have  to 
call  your  wife  about  a— er— slight  delay 
in  getting  home. 
That  could  be  a  life-saver,  too." 


MAKE  MINE  DANISH 

"In  recent  years  the  Danish  Government,  which  regards 
human  freedom  as  something  more  than  the  subject  for 
patriotic  speeches,  has  pretty  well  gone  out  of  the  business 
of  trying  to  regulate  the  sex  lives  of  adults,"  according  to 
Tom  Buckley  in  the  New  York  Times  Sunday  Magazine. 


Crime  rates  have  dropped,  sex  crimes  in  particular;  psy- 
chiatrists have  more  time  and  fewer  customers  on  their 
hands;  and  the  ready  availability  of  pornography  to  grown- 
ups has  resulted  in  declining  sales. 

What's  bad  about  that? 


UNCOOL  SUMMER  AHEAD 


Should  any  of  us  be  surprised  that  power  shortages 
promise  to  plague  many  areas  of  the  country  this  summer? 
Recently  Consolidated  Edison's  Charles  F.  Luce,  forth- 
right head  of  one  of  the  biggest  power  companies  with 
some  of  the  biggest  headaches,  warned  of  looming  brown- 
outs and  blackouts.  He  announced  advertising  plans  to  urge 
customers  to  use  less  power;  to  shut  off  unneeded  lights; 
to  shut  off  electric  water  heaters  when  away;  to  turn  off 
airconditioners  when  going  out;  and  even  to  cut  to  the 
minimum  "opening  and  closing  of  freezer  doors." 

While  a  packet  of  other  considerations  also  contributed 
to  the  shortage,  one  of  the  biggest  delays  stems  from  con- 
servationist attacks  on  existing  power  plant  pollutions  and 
on  almost  every  proposed  new  power  facility.  Planned 
atomic  power  plants  get  plastered  for  prospective  thermal 
pollution,  as  well  as  on  groundless  fears  of  atomic  "dangers." 


We  ought  to  cut  out  the  nonsense  and  let  the  utilities 
get  going  on  the  needful.  Reducing  any  and  all  forms  of 
pollution  from  power  sources  to  minimal  or  infinitesimal  is 
simply  going  to  cost  considerably  more  money.  Since  not 
even  government-owned  utilities  print  money,  they  must 
get  it  from  the  customers. 

In  short,  we  need  more  power. 

We  need  less  pollution. 

We  can  have  both,  but  must  pay  a  higher  rate. 

Now  if  assorted  state  regulatory  groups  will  get  crack- 
ing on  revamping  rate  structures,  the  utility  companies 
can  comply  with  sensible  depollution  standards  and  get  on 
with  the  job  of  providing  essential  additional  capacity. 

It's  the  only  way  we  can  be  sure  that  in  future  summers 
both  our  toasters  and  our  coolers  will  be  able  to  do  their 
thing. 

—Malcolm  S.  Forbes, 

Editor-in-Chief 


THE  SITE  SEEKERS: 


''If  we've  got  it  narroived  down  to  the 

East-North-Central  and  the  East-South-Central  Zones.. . 

why  dont  we  take  a  closer  look  at  where  the  two  meet: 

the  3-state  CINCINNATI  GAS  &  ELECTRIC  Area?'' 


Tell  us  how  close  a  look  you  want.  We'll  provide  facts,  studies,  maps,  or  a  conducted  tour.  Write  or  call  James  A. Wuenker  (513-632-2595) 

Area  Development  Division,  The  CINCINNATI  GAS  &  ELECTRIC  Co.  Cincinnati,  Ohio  45202 
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He's  working  to  make  your  life  better. 

He's  a  doctor.  Before  the  day  is  over,  he'll  see  all  the  patients  he  counted 
on,  two  emergencies  he  hadn't  counted  on,  and  still  manage  a  reassuring  word  to 
a  worried  mother.  He'll  do  all  this  for  the  best  and  simplest  of  reasons— 
everything  he  does  affects  the  lives  of  others. 

The  same  motivation  drives  our  agents  in  serving  your  life  insurance  needs. 

National  Life 

of  Vermont 

National  Life  Insurance  Company,  Montpelier,  Vermont 


Forbes 


1)  What  costs  oodles  of  money, 
produces  ear-splitting  booms  and  may  be 
too  fast  for  its  own  good? 

2)  What  could  enhance  the  nation's 
sagging  balance  of  payments  and  put 
a  smile  on  the  face  of  every  Seattle 
merchant? 

The  answer  is  very  simple: 


Superjeti 


I 


ilcition  ol  John  G.   Powers 


The  U.S.  supersonic  transport,  the 
1,800  mile-an-hour  SST,  has  been  a 
national  priority  of  sorts  ever  since 
President  Kennedy  proposed  the  gov- 
ernment-sponsored project  in  1963. 
After  seven  years  of  talk,  no  plane  yet 
exists;  its  builder,  the  Boeing  Co.,  is 
only  now  building  two  prototype  su- 
personic transports,  and  delivery  to 
the  airlines  has  been  steadily  pushed 
back  from  1974  to  1978.  Besides,  Boe- 
ing is  undergoing  an  agonizing  cash 
squeeze,  and  has  announced  that  two 
key  airframe  subcontractors,  Aerojet- 
General  and  Avco  Corp.,  have  with- 
drawn from  the  program  because  the 
necessary  capital  is  lacking. 

The  SST  also  has  been  the  object 
of  many  Congressional  potshots,  during 
debates  on  Federal  Aviation  Admin- 
istration funding  as  well  as  Health, 
Education  &  Welfare  appropriations; 
why,  many  congressmen  wanted  to 
know,  was  HEW  cut  back  so  sharply 
in  a  budget  that  provided  big  monev 
for  the  SST? 

To  put  extra  political  muscle  be- 
hind the  program.  Transportation  Sec- 
retary \'olpe  this  month  suddenly 
pulled  the  entire  project  right  into  his 
own  Department  of  Transportation  of- 
fice. He  named  William  M.  Magruder 
to  direct  it.  Boeing  knows  Magruder 
as  the  supervisor  of  Lockheed  Air- 
craft Corp.'s  competing  design  for  the 
SST  contract. 

Volpe  is  getting  ready  for  a  real 
showdown  over  the  SST.  A  large  and 
critical  SST  funding  package,  $290 
million  for  fiscal  1971  to  build  two 
prototypes,  is  now  under  study  by  a 
House   Appropriations    subcommittee. 


Opponents  are  preparing  to  do  battle. 
They  cross  party  lines  and  urban-rural 
distinctions,  and  they  claim  that  the 
SST  is  a  waste  in  light  of  other  na- 
tional needs,  that  its  sonic  boom  is  a 
new  pollution  danger,  and  that  pas- 
sengers may  be  subject  to  dangerous 
radiation  at  the  plane's  6(),()()()-foot 
flying  level.  A  key  opponent  on  the 
House  Appropriations  unit.  Represen- 
tative Sidney  R.  Yates  (Dem.)  of  Il- 
linois, has  even  lent  his  name  in  full- 
page  newspaper  ads  being  rim  by  one 
anti-SST  group,  the  Friends  of  the 
Earth.  "I  think  there's  a  better  chance 
to  beat  the  SST  this  year,"  says  Yates. 

\n  Over  Ihelt  Heads 

SST's  biggest  friends  have  been  the 
airlines  and  the  aerospace  industry. 
But  this  year  they  are  hedging  a  bit. 
The  airlines  are  feeling  the  pinch  of 
inflation  and  heavy  capital  investments 
for  new  jets,  including  the  jumbo  747 
and  the  airbus.  They  have  placed  op- 
tions on  the  Anglo-French  supersonic 
Concorde,  a  144-passenger  plane,  but 
few  have  been  purchased.  "The  air- 
lines are  over  their  heads  with  debt," 
says  Thomas  Troxell,  Goodbody  &  Co. 
aviation  analyst.  "They're  pressed  for 
equity  funding,  and  their  stocks  are 
at  five-year  lows.  No  wonder  it's  hard 
to  work  up  enthusiasm  for  the  SST." 

In  a  recent  Paris  speech,  Najeeb 
Halaby,  Pan  American  World  Airways 
president,  cast  some  doubt  on  market 
approval  of  one  supersonic,  the  Con- 
corde. After  getting  used  to  the  wide- 
bodied  747,  says  Halaby,  passengers 
may  grow  to  consider  the  Concorde 
"old-fashioned  .  .  .   back  to  the  tube, 


you  might  say,  from  the  living  room." 
What  he  said  might  also  apply  to  this 
country's  supersonic  transport. 

Echoing  Halaby  is  N.R.  PaiTnet, 
Trans  World  Airlines'  vice  president 
who  heads  the  Airline  Supersonic 
Committee,  a  group  representing  the 
carriers  in  the  plane's  development 
stage:  "The  big  question  with  the  SST 
is  whether  people  will  accept  a  trade- 
off in  speed  as  against  more  comfort." 

The  airlines'  nervousness  is  under- 
standable. The  U.S.  hopes  to  get  its 
$1.3  billion  back  out  of  royalties— i/ 
500  of  the  planes  are  built.  But  500 
planes  would  cost  the  airlines  $25  bil- 
lion, besides  obsoleting  a  large  seg- 
ment of  their  existing  fleet.  To  put 
these  figures  in  perspective,  the  total 
Free  World  investment  in  present- 
generation  jets  comes  to  $18  billion. 

In  view  of  all  this  risk,  TWA's  Par- 
met  favors  going  slow:  "I  see  no  way 
to  start  using  the  SST  earlier  than 
1978,  and  1  would  rather  see  it  right 
than  soon." 

Boeing,  however,  can  hardly  afford 
to  wait.  Its  profits  plummeted  last 
year  by  88%  and  it  has  trimmed  em- 
ployment in  the  home-base  Seattle 
area  by  more  than  30,000  since  1968. 
Big  military  orders  are  almost  impossi- 
ble to  come  by,  orders  for  the  smaller 
jets  are  drying  up  and  so  are  addi- 
tional ones  for  the  747.  Boeing  is  bet- 
ter off  than  Lockheed  but  it  is  still  in 
trouble.  It  is  itching  to  get  its  hands 
on  some  SST  work.  Forbes  Los  An- 
geles Bureau  Chief  Art  Detman  Jr. 
discussed  the  SST  situation  early  this 
month  with  F.G.  "Bud"  Coffey,  the 
company's  SST  planning  chief. 
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Q:  How  much  does  Boeing  have 
tied  up  in  the  SST  program  to  date? 

A:  About  $80  milhon.  We'll  have 
spent  about  $225  million  by  the  end 
of  the  prototype  program. 

Q:  Isn't  the  Government  paying  as 
much  as  90%  of  the  $1.3-billion  proto- 
type program? 

A:  Yes.  And  we  have  a  cost  overrun 
point  of  $625  million.  Once  we  ex- 
ceed that,  and  our  estimates  say  that 
we  will  exceed  it,  our  share  is  25% 
instead  of  10%. 

Q:  Then  it's  important  that  the  pro- 
gram not  be  stretched  out? 

A:  Oh,  yes.  There  is  a  powerful  in- 
centive to  keep  the  program  moving 
at  the  current  funding  and  at  the  cur- 
rent schedule. 

Q:  Do  you  think  Congress  will  cut 
back  the  program  further? 

A:  Well,  it's  a  very  hostile  environ- 
ment in  Washington  these  days  on 
many  programs  not  directly  connected 
with  improving  our  environment  or 
social  structure.  .  .  .  We're  getting  to 
the  point  where  we  believe  that  any 
future  reductions  will  begin  to  jeopar- 


dize the  program's  schedule  at  Boeing. 

As  a  matter  of  fact  the  whole  pro- 
gram is  in  jeopardy.  The  Budget  Bu- 
reau has  already  whittled  down  the 
FAA  request  for  the  SST  by  $25  mil- 
lion. Volpe  is  determined  to  fight  off 
further  cuts.  Without  the  SST,  he 
told  reporters  recently,  in  a  few  years 
the  country  would  "have  tens  of  thou- 
sands of  workers  laid  off  and  an  avia- 
tion industry  that  would  go  to  pot." 

What  will  Congress  do?  House  pas- 
sage seems  relatively  secure.  And  in 
the  Senate,  Warren  Magnuson  (Dem.) 
of  Boeing's  home  state  of  Washington 
has  built  up  considerable  influence. 
One  of  his  talking  points  is  the  pro- 
jected favorable  balance-of-trade  im- 
pact of  the  SST— figured  by  a  Presi- 
dential group  as  $17  billion  for  the 
U.S.  aviation  account.  The  travel 
amount  would  be  depressed. 

Conservationist  interests  are  known 
now  to  be  mounting  an  all-out  at- 
tack on  the  SST.  And  Senator  William 
Proxmire  (Dem.,  Wis.)  has  just  an- 
nounced he  will  hold  hearings  in 
May    on    government    transportation, 


including,  of  course,  the  SST  pro- 
gram. If  senators  who  battled  the 
antiballistic  missile  (and  lost  only  ' 
narrowly)  swing  into  line  against  the 
SST,  the  funding  could  be  in  real 
trouble. 

Coffey  of  Boeing  is  confident:  "I ' 
think  the  program  will  survive.  This  is 
the  only,  single  program  in  the  U.S. 
today  where  we  are  pursuing  ad- 
vanced aeronautical  technology.  I 
thii^  there  are  enough  people  in 
Washington  who  understand  that  and 
will  say,  'We  just  cannot  afford  as  a 
country  not  to  build  a  SST.'  " 

Which  is  precisely  what  is  going  to 
make  the  forthcoming  decisions  such 
agonizing  ones:  In  an  era  of  military 
cutbacks  and  airline  overcapacity,  the 
U.S.  cannot  afford  to  let  its  aerospace 
capabilities  die  out;  yet  there  are 
three  or  four  valid  claimants  for  every 
available  government  dollar.  SST  ad- 
vocates will  simply  have  to  prove 
that  their  project  is  more  desirable 
than,  say,  the  spending  of  the  same 
amount  on  education,  antipollution  or 
urban  renewal.  It  won't  be  easy.  ■ 


The  Utilities:  Is  History  Repeating? 

The  utilities  have  been  under  a  cloud  over  tight 
money.  Even  darker  clouds  may  be  looming. 


Time  was  when  the  public  utility  in- 
dustry had  a  damn-the-public  image 
and  an  ambitious,  independent  politi- 
cian could  always  make  capital  by  at- 
tacking it.  In  his  brilliant  biography 
of  Huey  Pierce  Long,  T.H.  Williams 
tells  how  the  great  Kingfish  feathered 
his  political  nest  by  "attacking"  the 
power  companies.  In  the  Thirties, 
Huey's  heydey,  many  of  the  stocks 
were  as  unpopular  with  investors  as 
the  companies  were  with  consumers. 

More  recently,  the  utility  industry 
has  had  a  clean  image  and  its  stocks 
rate  as  prime  blue-chip  investments. 

But  history  has  a  way  of  repeating 
itself. 

Right  now  the  utility  industry  is 
becoming  a  target  on  two  fronts:  pol- 
lution and  inflation.  Pollution  because 
the  smoke  from  generating  plants  is 
all  too  visible.  Inflation  because  utility 
rates  are  one  part  of  the  price  struc- 
ture where  consumers  can  get  directly 
into  the  act.  More  than  $2  billion  in 
applications  for  rate  hikes  already  are 
in  the  hands  of  regulatory  commis- 
.sions,  and  almost  every  utility  that 
hasn't  yet  filed  for  a  rate  increase  is 
about  to.  Few  increases  are  likely  to  go 
through  unchallenged. 

A  Louisiana  consumer  group  is  bug- 
ging the  Southern  Central  Bell  Tele- 
phone Co.  to  reduce  a  requested  $24- 


million  rate  hike.  A  Maryland  group 
—hopping  mad  at  a  rate  increase 
quietly  granted  last  month— claims 
temporary  victory  in  forestalling  a 
Chesapeake  &  Potomac  Telephone 
rate  hike  on  local  calls.  A  California 
group  got  6,000  citizens  to  sign  a 
petition  protesting  a  Pacific  Cas  & 
Electric  Co.  $23-million  rate  hike. 

The  pressure  is  also  mounting  in 
Washington.  One  proposal— vigorously 
opposed  by  the  industry— is  to  provide 
federal  funding  for  independent  state- 
level  agencies  whose  job  would  be  to 
represent  the  consumer  before  regula- 
tory commissions.  Senator  Lee  Metcalf 
(Dem.,  Mont.),  who  has  been  lam- 
basting utilities  for  a  decade,  has  in- 
troduced a  bill  that  would  provide  $50 
million  a  year  for  consumer  counsels 
in  utility  cases.  Its  future  is  uncertain. 
But  consumer  groups  support  it. 

In  all  of  this  rising  anti-utility  feel- 
ing, there  is  a  good  deal  of  naivete,  a 
good  deal  of  old-fashioned  "fight-the- 
big-interests"  spirit.  Yet  the  question 
is:  If  the  utilities  can't  get  rate  in- 
creases to  match  the  8%-plus  they 
must  pay  for  money,  then  how  can 
they  keep  up  with  galloping  demands 
for  utility  services?  And  how  are  the 
utilities  going  to  reduce  pollution, 
keep  up  with  demand  and  still  hold 
rates  down  in  the  face  of  rising  costs? 


No  one  is  more  aware  of  these  con- 
flicting demands  than  S.  David  Free- 
man, the  former  Federal  Power  Com- 
mission staff  member  who  heads  the 
Energy  Policy  Staff  of  President  Nix- 
on's Office  of  Science  and  Technology. 
Says  he:  "I  can  foresee  rising  utility 
bills  for  the  next  decade,  merely  be- 
cause we're  going  to  put  in  the  utility 
bill  the  requirement  of  the  environ- 
ment as  a  whole.  In  the  next  ten 
years,  it  might  add  25%  to  the  cost  of 
power  over  and  above  other  costs. 
I  wouldn't  be  surprised  if  it  cost  25%." 

Even  so.  Freeman  sees  the  possibil- 
ity of  serious  "brown-outs"  during  the 
next  couple  of  years.  His  solution  is  a 
radical  one.  "Right  now,"  says  Free- 
man, "we  have  promotional  rates. 
But  it  might  be  in  the  nation's  interest 
to  discourage  the  great  growth  of  en- 
ergy, and  turn  the  rate  schedules  up- 
side down."  The  idea  Freeman  is  toy- 
ing with  includes  maintaining  low 
rates  for  the  small  homeowner  and 
raising  those  for  industrial  users.  One 
effect,  of  course,  would  be  to  increase 
overall  manufacturing  costs.  Another 
effect  might  well  be  a  slowing  down 
in  the  growth  of  demand. 

In  all  of  this,  the  utilities  are  in- 
evitably going  to  be  squeezed  by  all 
the  conflicting  demands  and  conflicting 
interests.  In  the  process,  their  image 
as  a  safe  haven  for  growth  money 
may  suffer. 

Unfair  and  irrational  this  may  be, 
but  it  looks  like  a  fact  of  life  the  util- 
ities will  have  to  accept,  as  they  have 
unpleasant  facts  before.  ■ 
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NoBODY  likes  being  Xo.  Two,  partic- 
ularl>'  if  he  was  once  No.  One  in  an 
industry  his  family  helped  build.  Cer- 
tainly Robert  A.  Uihlein  Jr.  doesn't, 
and  Uihlein's  family  has  controlled 
Milwaukee's  Joseph  Schlitz  Brewing 
Co.  for  95  years.  Highly  competitive 
in  business  and  on  the  polo  field,  Uih- 
lein's big  mission  over  the  past  decade 
has  been  to  catch  up  with  Gussie 
Busch's  family-run  Anheuser-Busch, 
Inc.  of  St.  Louis.  Until  Bcjb  Uihlein 
took  over  as  president  in  1961,  Schlitz 
seemed  to  have  very  little  chance  of 
doing  so.  It  had  held  first  place  in  the 
U.S.  brewing  industry  for  years,  then 
lost  it  to  Anheuser-Busch  in  the  late 
1950s.  Though  a  very  good  beer 
maker,  Schlitz  had  fallen  way  behind 
in  marketing,  and  its  .sales  and  earn- 
ings steadily  declined  while  Anheuser's 
as  steadily  soared. 

Since  then  Uihlein  has  changed  all 
that.  He  has  bought  new  brands, 
beefed  up  old  ones  and  expanded  dis- 
tribution. The  tough-minded  market- 
ing men  he  installed  in  the  early  Six- 
ties have  since  used  a  steady  series  of 
high-powered  advertising  campaigns 
to  make  Schlitz'  once  unexciting  im- 
age a  distant  memory.  Schlitz  really 
meant  business.  Advertising  Age  last 
year  listed  it  as  one  of  the  nation's  top 
50  advertisers. 

The  result?  After  going  downhill, 
Schlitz'  earnings  have  more  than  tri- 
pled since  1961  (to  $2.58  a  share), 
while  its  sales  have  more  than  dou- 
bled (to  $537  million).  Equally  im- 
portant, Schlitz'  share  of  the  beer  mar- 
ket, 8.2?  in  1964,  has  steadily  moved 
up  a  point  or  two  every  year  in  the 
last    six.    The    trouble    was    that,    as 


Schlitz  Brewing: 
Always  an  A  vis. 
Never  a  Hertz? 

Maybe  not.  Some  pretty  smart 
people  are  betting  Chairman 
Bob  Uihlein  may  yet  catch  up 
with  archrival  Gussie  Busch. 


Uihlein  of  Schlitz 

Schlitz  got  better,  so  did  Anheuser. 
Every  year  Uihlein's  marketers  sold  a 
few  million  barrels  more,  Gussie 
Busch's  boys  did  the  same. 

Until  last  year,  that  is,  when  the 
Schlitzmen  finally  broke  through— with 
a  14%  gain  in  share  of  market  vs.  2.5% 
for  their  St.  Louis  rivals  who  were 
harder  hit  by  strikes  in  the  industry. 
The  strike  cost  Anheuser-Busch  sales 
of  approximately  2  million  barrels, 
while  Schlitz'  plants  were  only  par- 
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tially  affected.  But  even  if  Anheuser 
had  not  lost  that  capacity,  Schlitz 
would  have  edged  its  rival  out  in 
increased  share  of  the  beer  market. 

Is  the  tide  turning?  There  is  still  a 
considerable  gap  between  Anheuser, 
with  16.3%  of  the  market  in  1969,  and 
Schlitz,  with  11.7%.  But  just  how 
much  longer  that  gap  will  last  is  an 
open  question.  Most  industry  observ- 
ers agree  that  both  Anheuser  and 
Schlitz  will  pull  away  from  the  rest  of 
the  industry.  But  the  chances  are  that 
Schlitz  will  continue  to  grow  faster. 
The  reason?  Anheuser  has  not  been 
putting  money  into  new  capacity  the 
way  Schlitz  has.  Unless  Gussie  Busch 
changes  his  plans,  Anheuser  will  only 
add  .some  4  million  barrels  of  capacity 
within  the  next  two  years.  Uihlein,  on 
the  other  hand,  plans  to  open  at  least 
two  4.4-million  barrel  capacity  plants: 
the  first  in  Winston-Salem,  N.C.  this 
year,  the  second  in  Memphis,  Tenn. 
by  1971.  Thus  Schlitz'  new  plant  ca- 
pacity will  be  almost  70%  greater  than 
it  was  in  1968,  while  Anheuser's  will 
increase  only  39%.  "Although  1  think 
they  are  both  great  companies,"  one 
analyst  observes,  "this  will  give  Schlitz 
more  flexibility  than  Busch,"  and  he 
predicts  that  Schlitz'  gain  in  market 
share  will  be  greater  than  Anheuser's 
this  year. 

If  that  happens,  there  will  be  plenty 
of  Uihleins  ready  to  rejoice.  Not  only 
are  11  members  of  Schlitz's  13-man 
board  Uihlein  family  members,  but, 
according  to  a  recent  prospectus  filed 
by  the  company,  330  of  Schlitz'  4,900 
stockholders  represent  ownership  by 
the  Uihlein  family  of  83%  of  the  com- 
pany's outstanding  shares.  ■ 
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The  Quiet  Conglomerate 

As  a  conglomerate.  Signal  isn't  much  in  the  headlines. 
But  then,  its  methods  are  not  the  spectacular  kind. 


Los  Angeles'  Signal  Companies  is 
the  conglomerate  that  just  happened. 
In  1963  it  was  a  smalHsh  (revenues: 
$444  million)  regional  oil  marketer 
that  was  having  severe  trouble  com- 
peting with  the  giants,  but  had  only 
begun  to  think  about  diversification. 
Then  Curtiss-Wright  made  a  tender 
offer  for  another  West  Coast  outfit, 
Garrett  Corp.  Alarmed,  Garrett's  pres- 
ident rang  up  his  friends  at  Signal 
and  asked  for  help.  Signal  responded 
and  wound  up  controlling  Garrett 
with  its  $230  million  worth  of  aero- 
space business. 

In  1967  Mack  Trucks  was  besieged 
by  unacceptable  suitors.  Mack  called 
up  to  see  if  Signal  might  be  interested, 
and  within  weeks  the  company  had 
another  big  acquisition  ($412  million 
in  sales).  Meanwhile  Signal  made  an- 
other deal  to  buy  Arizona  Bancorpo- 
ration,  a  small  holding  company  with 
interests  in  banking,  steel  and  insur- 
ance that  had  caught  the  eye  of 
former  Chairman  Samuel  B.  Mosher 
during  vacations  in  Arizona. 

"You  might  say  we  just  stumbled 


into  those  deals,"  Forrest  N.  Shum- 
way,  who  succeeded  Mosher,  his 
uncle,  as  chief  executive  in  1967,  told 
Forbes  at  the  time.  "There  has  cer- 
tainly been  no  preconceived  pattern 
to  our  acquisitions."  Or  put  it  this 
way:  Mack  and  Garrett  wanted  to  get 
married  to  avoid  being  raped. 

Some  Up,  Some  Down 

So  how  is  the  marriage  going?  Not 
especially  smoothly  at  the  moment. 
Last  year,  on  sales  that  rose  8%  to  a 
record  $1.5  billion.  Signal's  per-share 
earnings  fell  24%  to  $1.91  vs.  $2.50  in 
1968.  By  making  an  accounting 
change.  Signal  was  able  to  add  61 
cents  to  1969's  per-share  results,  for 
an  official  figure  of  $2.52.  Thus  by 
Signal's  reckoning,  it  was  the  fifth 
straight  year  of  earnings  gains;  but 
without  the  bookkeeping  change,  it 
was  the  poorest  showing  of  the  five. 
Only  Mack  Trucks  was  doing  really 
well.  It  accounted  for  nearly  60%  of 
pretax  profits  last  year  yet  less  than 
35%  of  sales.  But  the  rest  of  the 
collection   left   much    to   be   desired. 


Garrett    actually    went    into    the    red. 

"Mack  had  a  bang-up  year,"  ex- 
plains Shumway.  "But  Signal's  oil 
and  gas  operations  were  penalized  by 
the  very  substantial  outlays  for  the 
development  of  offshore  discoveries 
in  Louisiana.  We  have  11  rigs  there, 
and  that  eats  up  a  lot  of  capital.  As 
for  Garrett,  it  has  been  hurt— as  have 
all  aerospace  companies— by  Defense 
Department  cutbacks  and  by  the  tight 
money  market,  which  has  caused  the 
airlines  to  stretch  out  their  purchases 
of  747  jumbo  jets." 

Shumway,  an  astute  43-year-old 
lawyer,  looks  at  the  sunny  side,  how- 
ever. "If  you  have  all  your  eggs  in 
one  basket  in  a  downturn,"  he  says, 
"you're  in  very  severe  trouble.  In  the 
early  Sixties  we  found,  much  to  our 
grief,  that  if  you  are  only  in  the  oil 
business  and  you  are  only  a  regional 
factor  and  you  have  a  very  severe 
price  war,  then  you  are  just  hung  out 
to  dry— period.  And  that's  exactly 
what  happened  to  us."  Indeed,  even 
as  Shumway  spoke.  Signal's  Califor- 
nia operations  were  suffering  from  a 
price  war  caused  by  the  introduction 
of  allegedly  reduced-smog   gasolines. 

Shumway  expects  the  Louisiana 
offshore  operations  to  show  a  profit 
and  yield  "substantial"  income  begin- 
ning sometime  later  this  year.  At  Gar- 


Airs  Fair  In  Love  &  War. . . 

.  ,  .  but  not  necessarily  in  a  takeover  fight.  A  Federal 
Court  has  ruled  that  American  Standard  fought  unfairly  a 
year  ago  in  winning  Westinghouse  Air  Brake  from  Crane. 


April  19,  1968,  was  a  crucial  day  in 
the  lives  of  American  Standard,  West- 
inghouse Air  Brake  (WABCO)  and 
Crane  alike:  That  day  a  tender  offer 
Crane  had  made  for  WABCO  was  to 


expire.  Crane  had  offered  $50  worth 
of  its  own  stock  and  debentures  for 
each  share  of  WABCO  stock. 

American  Standard  wanted  WABCO 
for  itself.  The  company  also  had  made 


When  Conglomerators  Meef,  there's  irouble.  Crane's  Tom  Evans 
(left)  learned  his  trade  at  H.K.  Porter,  Standard's  Bill  Eberle 
broke  in  at  Boise  Cascade.  They  clashed  head-on  over  WABCO. 


an  offer— a  share  of  its  convertible  pre- 
ferred worth  approximately  $50  for 
each  share  of  WABCO. 

WABCO's  management  didn't  want 
to  merge  with  Crane.  But  if  they  had 
to  merge  with  anybody,  WABCO 
management,  for  their  own  reasons, 
preferred  American  Standard. 

Most  stockholders  wait  until  the 
very  last  minute  to  decide  whether  or 
not  to  accept  a  tender  offer,  and  so 
when  WABCO  opened  at  45)»,  on 
Apr.  19,  the  Crane  offer  looked  at- 
tractive enough  to  assure  it  of  ulti- 
mate success. 

American  Standard  went  into  the 
market,  however,  gobbling  up  170,000 
shares  of  WABCO  and  driving  the 
price  to  50.  This  effectively  killed  the 
Crane  offer  for  WABCO. 

But  that's  only  the  half  of  it.  On  the 
same  day,  American  Standard  also  lost 
8500,000  selling  Westinghouse  Air 
Brake  stock.  And  that  is  why  in  the 
end  American  Standard  may  not  re- 
tain \V'estinghouse  Air  Brake  after  all. 
On  Dec.  10,  1969,  the  Court  of  Ap- 
peals ruled  that  American  Standard 
and  its  representatixe,  Bh^th  &  Co.; 
were  guilty  of  deception  and  stock 
manipulation.  On  Mar.  4,  the  court 
rejected  American  Standard's  petition 
for  a  rehearing,  and  the  case  is  now 
before  the  District  Court  to  determine 
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rett,  the  good  days  are  further  off. 
partly  because  the  company  is  de- 
veloping tfiree  jet  engines  for  business 
'  aircraft.  "We  foresaw  this  defense 
slowdown  some  time  ago,"  Shumway 
e.\plains.  "That's  \\h>-  we  chose  to  go 
irtto  the  pri\ate  propulsion  business. 
We  felt  that  general  a\iation  has  a 
far  greater  future  than  defense  busi- 
ness, although  it  was  a  poor  time  to 
go  irito  it  because  of  the  tight  raone\ 
situation  and  the  vast  capital  outlays 
required.  That  is  one  reason  we 
changed  our  accounting." 

For  the  first  time,  Garrett  is  capital- 
izing development  costs  instead  of  ex- 
pensing them  right  away.  Based  on 
the  61-cent-a-share  figure,  this  means 
that  the  jet-engine  program  cost  Sig- 
nal nearly  S13  million  in  1969. 

Shumway  admits  that  by  the  time 
Signal  Oil  &  Gas  and  Garrett  are  show- 
nig  nice  earnings.  Mack  Trucks  may 
be  in  a  down  cycle,  but  he  prefers 
that  to  being  stuck  with  a  one-indus- 
try operation  where  the  bottom  could 
really  fall  out.  So  Shumway  has  kept 
on  branching  out,  though  on  a  more 
modest  scale  than  before.  He  has 
made  small  actjuisitions  in  insurance 
and  rubber.  And,  like  many  other 
large,  principal!)  industrial  companies 
these  days.  Signal  has  been  backing 
new  companies  in  the  computer  and 


Future  Business.  Signal's  Garreii  subsidiary  uses  this  gianf  vacuum 
chamber  fo  tesi  the  heating/air-conditioning  systems  it  is  building  for 
the  DC- 10.  Some  200  airbuses  are  on  order,  but  sales  of  DC-8s  and 
Boeing   jetliners— all   are   big   users   of   Garrett  products— have   slowed. 


electronics  fields.  In  one  such  venture- 
capital  deal  Signal  invested  S3()(),()()0 
in  a  company  called  Continental  De- 
vice; at  a  later  date  Signal  .sold  out 
for  S8  million. 

Shumway  and  his  stockholders 
have  one  very  strong  factor  going  for 
them:  Unlike  some  of  the  more  ag- 
gressive conglomerators.  Signal  does 
not  have  a  jerry-lniilt  financial  struc- 


tvne  and  it  is  not  going  to  fall  apart. 
Potential  dilution  from  convertible 
securities  is  only  15/?.  There  is  no 
crushing  burden  of  debt  paper;  long- 
term  debt  is  a1)out  one-fourtli  of 
stockholders'  ecjuity.  The  simple  fact 
is  that  tliere  is  no  magic  in  either 
diversification  or  conglomeration;  but 
if  conglomerate  you  do.  Signal's  meth- 
ods may  well  be  among  the  best.  ■ 


what  remedies,  including  damages, 
may  be  applicable.  The  C;<)urt  did  not 
order  American  Standard  to  divest  it- 
self of  WABCO  but  it  did  raise  the 
possibility  that  that  might  be  re<}tniecl. 

What  happened  that  April  day  is 
now  a  matter  of  court  record.  "Stand- 
ard's massive  buying  on  Apr.  19,  cou- 
pled with  its  concealed  sales,"  the 
Court  determined,  "was  not  consistent 
with  the  normal  desire  of  an  investor 
to  buy  at  as  low  a  price  as  possible." 

The  average  price  that  American 
Standard  paid  for  its  170,000  .shares 
of  WABCO  was  S49.08.  Almost  im- 
mediately after  buying  them,  in  a  pre- 
arranged, secret,  under-the-table  deal, 
•it  sold  100,000  of  the  shares  to  Inves- 
tors' Diversified  Services.  At  44M.  Ear- 
ly the  same  day,  it  sold  another  20,000 
to  Dillon  Read  at  44/8.  'The  net  result 
of  this  buying,"  the  Court  observed, 
"was  to  represent  to  the  public,  whose 
primary  source  of  information  is  the 
tape,  that  there  was  a  great  demand 
for  Air  Brake  at  an  increased  value." 
The  sale  to  IDS,  however,  did  not 
afi^ect  the  "tape"  price,  so  that  the 
public  was  deceived  about  the  true 
state  of  demand.  "Standard,"  the  Court 
ruled,  "had  'painted  the  tape'  in  Air 
Brake  stock." 

The  Appeals  Court  had  an  explana- 
tion   for    the    almost-instant    resale. 


The  170,000  shares,  together  with 
W'ABCO  stock  that  American  Stand- 
ard had  bought  previousK,  brought 
it  uncomfortably  close  to  a  limit  it  had 
imposed  on  itself— not  to  hold  more 
than  10'<^  of  W  ABCO's  stock.  The 
company  allegedly  felt  it  could  not  ex- 
ceed this  limit  without  getting  into 
problems  with  the  Securities  &  Ex- 
change Commission,  as  well  as  into 
problsms  involving  pooling-of-interests 
accounting. 

Too  Smart  by  Half 

It  was  the  resales  that  cost  Ameri- 
can Standard  the  $500,000.  That,  it 
seemed  to  American  Standard's  man- 
agement, was  a  small  price  to  pay  for 
what  happened  soon  thereafter— the 
acquisition  of  WABCO.  The  count  ran 
heavily  in  favor  of  a  merger  with 
Standard,  and  most  of  the  votes  op- 
posed came  from  Crane  shares. 

Every  silver  lining  has  a  cloud.  Dur- 
ing its  efforts  to  gain  control  of 
WABCO,  Crane  had  acquired  about 
32%  of  WABCO's  stock.  After  the 
merger  of  American  Standard  with 
WABCO,  it  found  itself  holding 
740,000  shares  of  American  Stan- 
dard convertible  preferred.  Since 
Crane  and  American  Standard  are 
competitors— they  both  make  plumb- 
ing supplies— Crane,  in  the  words  of 


the  Appeals  Court  decision,  became 
"a  forced  seller  under  threat  of  a  di- 
vestiture action  to  be  brought  by 
Standard  under  the  antitrust  laws." 
For  this  reason,  continued  the  Court, 
"Standard's  actions  had  the  intended 
and  inevitable  effect  of  inducing 
Crane  to  become  a  seller  within  the 
meanhig  of  section  9(a)(2)'  of  the 
Securities  Act,  which  deals  with  ma- 
nipulating registered  securities  to  in- 
duce purchase  or  sale.  The  Court  also 
found  Standard  guilty  of  violating 
section  10(b)  of  the  Securities  Act, 
dealing  with  fraud,  deceit  and  non- 
disclosure in  connection  with  the  sales 
of  securities,  since  "Standard's  failure 
to  disclose  its  manipulation  operated 
as  a  fraud  or  deceit  on  Crane  in  con- 
nection with  the  purchase  and  sale 
of  securities." 

The  Court's  decision  has  wide-rang- 
ing implications  for  the  whole  take- 
over movement.  In  its  decision,  the 
Court  insists  on  the  necessity  of  ap- 
plying the  protection  of  existing  legis- 
lation to  the  devices  used  in  corporate 
takeovers,  to  protect  investors,  "pro- 
mote free  and  open  securities  mar- 
kets," and  secure  fair  dealing  in  them. 
"Manipulative  schemes,"  the  Court 
declared,  "may  not  be  allowed  to  suc- 
ceed solely  because  they  are  novel." 

Enough  said.  ■ 
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Britaihts  old 

omitiercial  Empire  was 

■-  based  on  colonies, 

dreadnoughts  and  a  shrewd 

trading  instinct. 

With  only  the  last 

still  going  for  it, 

Britain  is  nevertheless 

on  the  verge  of 

a  real  comeback. 


Britain  moved  into  the  balance-of- 
payments  black  early  last  year,  and  its 
usually  sluggish  economic  pulse  regis- 
tered a  rare  and  healthy  beat.  There 
was  no  dancing  in  the  street— except 
perhaps  at  10  Downing  Street,  the' 
Prime  Minister's  residence— but  there 
could  well  have  been  a  national  sigh 
of  relief. 

The  figures  that  have  kept  Britain  in 
the  BOP  black  for  the  last  11  months, 
an  average  of  only  $12  million  a 
month,  are  miniscule  when  weighed 
against  Britain's  $18  billion  worth  of 
annual  exports.  But  it  is  the  mood 
that  the  figures  have  produced,  rath- 
er than  the  figures  themselves,  that 
will  have  the  strongest  impact  on  the 
immediate  future. 

John  W.  Humble,  management  con- 
sultant and  director  of  London-based 
Urvvick  Orr  Co.,  agrees.  "We've  been 
kicked  so  long— because  we  were  down 
so  long— we  almost  got  used  to  it.  Go- 
ing into  the  black  has  given  the  coun- 
try back  its  confidence." 

Old,  Sad  Story 

And  well  it  might.  Even  12  months 
ago  Britain  was  still  going  through  the 
all-too-familiar  periodic  trip  to  the 
world  financiers,  seeking  money  to  bol- 
ster the  sagging  pound  sterling.  Gold 
continued  to  flow  out  as  countries 
dumped  their  sterling  currency. 

Indeed,  it  was  all  part  of  a  pattern 
almost  a  half-century  old:  The  cost  of 
two  world  wars  had  drained  Britain 
of  money  and  markets;  outdated 
equipment,  fractionalized  industries 
and  poor  or  nonexistent  management 
techniques  kept  productivity  low;  la- 
bor strife  kept  it  lower  yet.  No  longer 
could  commerce  follow  the  flag,  for 
the  flag  had  everywhere  retreated. 
The  end  of  the  Empire  had  meant,  too, 
the  end  of  captive  markets  and  the 
sure  supply  of  raw  materials  that  had 
given  Britain  much  of  its  early  indus- 
trial pre-eminence. 

Resurgent  Germans,  Japanese  and 
others  gave  Britain  increasingly  tough- 
er competition  in  the  remaining  mar- 
kets abroad,  and  at  home  internal  po- 
litical considerations  usually  ranked 
higher  than  economic  ones  in  deter- 
mining national  economic  policy. 

"Until  the  early  Sixties,  growth 
wasn't  even  an  issue  in  Britain,"  says 
Professor  Robert  J.  Ball  of  the  London 
Graduate  School  of  Business.  Survival 
and  muddling  through  were  the  or- 
ders of  the  day.  But  they  no  longer 
are.  Look  at  Britain's  growth  during 
the  Sixties:  GNP  from  $72  billion  in 
1960  to  $108  billion  in  1969;  BOP 
from  a  $1.3-billion  deficit  in  1960  to  a 
$928-million  surplus  in  1969. 

And  hear  the  Socialist  Chancellor 
of  the  Exchequer,  Roy  Jenkins,  who 
only  last  month  promised  his  Labour 


Party  colleagues  an  Apr.  14  budget 
destined  to  support  "the  highest  sus- 
tainable rate  of  growth  in  the  econ- 
omy." Adds  author  ( Management  (ind 
Machiavelli)  and  consultant  Antony 
Jay:  "We  are  beginning  to  believe  in 
ourselves  again;  we  are  becoming  a  lot 
more  daring  and  capable." 

Britain  could,  of  course,  slip  back 
into  the  red  periodically.  But  by  that 
time  the  country  will  have  inoculated 
itself  against  the  epidemic  of  pessi- 
mism its  BOP  obsession  has  created  for 
the  past  decade.  An  adverse  BOP  re- 
port early  next  year  would  not  overly 
detract  from  the  increasingly  lively 
entrepreneurial  spirit,  the  growing  dy- 
namism, which  Forbes'  Arthur  Jones 
found  during  a  recent  investigation  of 
the  British  scene. 

In  interviews  with  cabinet  ministers, 
industry  leaders,  trade  unionists,  gung- 
ho  entrepreneurs,  merchant  bankers 
and  top  management  people,  Forbes 
identified  Britain's  key  strength  for  the 
future:  a  tremendous  pool  of  talented, 
well-educated,  and  flexible  young 
men  capable  of  tracking  down  oppor- 
tunities all  over  the  nation,  the  Com- 
mon Market  and  the  globe.  These 
are  the  sons  and  heirs  of  the  men  who 
manned  the  thin  red  line,  who  dressed 
for  dinner  in  the  tropics  and  ruled 
with  a  stern  but  benevolent  hand 
hundreds  of  millions  of  "natives."  The 
sons  have  a  less  glamorous  stage  to 
play  upon,  but  they  seem  to  have  lost 
none  of  their  forebears'  drive,  shrewd- 
ness and  brains. 

"You'll  find  us  grooming  Britons  for 
top  slots  in  practically  all  McKinsey's 
overseas  operations,"  Hugh  Parker, 
who  runs  McKinsey  &  Co.'s  London 
operations,  said  over  a  drink  in  the 
American  Club  in  Piccadilly.  "The 
talent  has  been  grossly  underutilized 
here  by  domestic  companies." 

Howard  Stein,  head  of  New  York- 
based  Dreyfus  Fund,  said  recently  af- 
ter one  of  his  frequent  visits  to  Eng- 
land: "Frankly  it's  the  quality  of  the 
people  available  in  London  that  makes 
going  into  Europe  so  attractive." 

Movement  at  the  Top 

The  really  sharp  British  managers 
agree,  and  are  trying  to  do  something 
about  it.  John  Buckley,  who  took  over 
the  ailing  Davy  Ashmore  engineering 
group  in  October  1969,  says  his  com- 
pany is  sending  its  brightest  people, 
to  business  schools  both  in  Britain 
and  America. 

Ladislas  O.  Rice,  head  of  the  Burton 
Group  of  British  custom  tailors,  him- 
self Hai-vard  Business  School  Class  of 
'51,  told  Forbes:  "I'm  just  this  min- 
ute trying  to  get  one  of  our  people  in- 
to Harvard.  Of  course  we  need  pro- 
fessional management.  We  have  the 
people;     they    need    the     exposure." 
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Low  ®  London  Express 


Bulldog  Revisited.  The  lasf  fime  Brifain  really  exhibited 
its  bulldoggedness  was  in  those  early  years  of  World 
War  II  when,  rallying  behind  bulldog  personification 
Winston  Churchill,  the  United  Kingdom  fought  for  its 
life.    The    lines    are    less    clear-cut    today    as    Britain 


fights  for  its  place  in  the  world  econom/c  community. 
But  the  bulldog  breed  again  appears  to  be  pulling  it- 
self out  of  the  slough,  as  if  did  during  the  War.  This 
time  again  they  are  led  by  those  few,  who  are  deter- 
mined to:  "Never  give  in.  Never,  never,  never  give  in." 


Rice,  who  moved  into  the  group  as 
managing  director  seven  months  ago, 
said  much  of  the  managerial  talent  for 
Burton's  $168-million  operation  would 
have  to  be  created.  The  Burton 
board,  which  brought  Rice  in  to  Bur- 
ton's after  a  two-year  search,  had  not 
provided  for  succession  at  the  top,  or 
for  the  next  level  down. 

•  'There  is  a  surplus  of  dynamic 
young  men  milling  around,"  says  Sir 
George  Bolton,  chairman  of  BOLSA 
(Bank  of  London  &  South  America). 
'They  don't  always  quite  know  what 
to  do,  but  they  are  on  their  way.  Now, 
if  we  can  just  keep  them  from  leav- 
ing this  country  for  Australia  or  some- 
where. .  .  ." 

Donald  Baverstock,  45,  the  bright 
but  unruly  genius  who  runs  Yorkshire 
Television,  part  of  Britain's  commer- 
cial network,  remarks:  "We've  got  the 
most  highly  professional  television  in- 
dustry in  the  world-about  2,000 
bright-as-hell  Oxbridge  [Oxford  and 
Cambridge]  people.  Half  of  them 
should  be  out  and  about,  doing  other 


things,  moving  around  through  indus- 
try and  business,  finding  out  what's 
going  oo." 

This  Welsh  wizard,  leaning  against 
the  mantel  of  his  400-year-old  home 
nestled  in  the  slopes  of  the  Yorkshire 
moors,  muses:  "Oh,  there's  a  few  of 
them  doing  it,  I  suppose.  But  not 
nearly  enough." 

The  New  Men 

Baverstock  believes  Britain  is  looking 
for  a  new  kind  of  Briton.  What  sort  of 
man  is  he,  this  Briton  of  the  Seventies? 

"For  generations  we  wanted  and 
fostered  the  idea  that  a  Briton 
should  look  like  a  guard's  oflBcer  in 
civvies:  reserved,  restrained.  That's 
gone.  Or  going.  Now  we  want  this 
bright-as-hell  go-getter  who  can  move 
around  once  he's  out  of  college:  two 
years  here,  three  years  there.  Dammit, 
.but  you  see  there's  been  so  little  move- 
ment in  the  past  that  by  the  time  the 
bright  chap  gets  responsibility  he  has 
been  soured  by  the  system.  It  has  tak- 
en all  the  steam   out  of  him,"  says 


Baverstock,  who  still  has  his  steam. 

But  there's  a  whole  new  genera- 
tion not  waiting  around,  and,  if  only 
by  osmosis,  they  are  beginning  to 
shake  up  some  of  the  stuffiest  seg- 
ments of  British  industry  and  business. 

Thirty-nine-year-old  Roger  Brooks, 
managing  director  of  Scienta— which 
buys  minority  positions  in  high-tech- 
nology companies  throughout  Europe 
—was  once  at  the  Foreign  Office. 
Brooks,  who  just  moved  his  headquar- 
ters from  London  to  Brussels,  personal- 
ly inspects  more  than  50  companies  a 
year  in  a  dozen  European  countries. 

James  A.B.  Joll,  33,  was  a  Finan- 
cial Times  columnist  under  the  nom 
de  plume  "Lex"  until  moving  into 
merchant  banking  at  the  House  of 
Rothschild  18  months  ago.  His  col- 
league at  Rothschilds,  Graham  J. 
Hearne,  32,  was  an  executive  with 
the  Industrial  Reorganisation  Corp. 
(IRC),  the  government-created  merg- 
er-master, and  had  spent  three  years 
with  a  New  York  law  firm  before 
that.  Peter  Jay,  33,  The  Times  of  Lon- 
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The  U.K.'s  population,  55  million,  is 
about  a  quarter  that  of  the  U.S.  in  an 
area  (94,000  square  miles)  even  less 
than  that  of  New  England  plus  New 
/"  York  State.  But  British  investment  in 
U.S.  industry,  at  $3.6  billion,  is  more 
than  half  the  $6-billion  U.S.  stake  in 
Britain. 


J 


don  economic  editor,  spent  six  years 
in  the  Treasury  and,  recently,  one  year 
operating  out  of  The  Times  Washing- 
ton, D.C.  bureau. 

Anthony  Jaffe  is  a  self-employed 
management  consultant  who  also  owns 
a  couple  of  small  industrial  photog- 
raphy companies.  During  breakfast  on 
the  fast  (118  miles,  120  minutes)  and 
efficient  and  clean  London-to-Bristol 
express,  he  was  asked  if  the  British 
mood  was  changing.  "Slowly,"  he  said, 
"but  surely." 

The  fact  that  all  five  just  mentioned 
graduated  from  Oxford  is  a  fair  indi- 
cation of  the  extent  to  which  Oxbridge 
still  dominates  among  the  dynamos  at 
large,  and  in  The  City  (the  financial 
district)  in  particular.  This  is  not  to 
say  that  there's  an  exclusiveness;  only 
a  predominance.  The  point  is  that  this 
educated  elite,  since  Britain's  colonies 
are  no  longer  beckoning,  is  increasing- 
ly finding  its  way  into  business. 

The  Cosf  of  Empire 

Anthony  Wedgwood  Benn,  Minister 
of  Technology,  is  a  polished  exam- 
ple of  this  same  Oxbridge  dominance 
in  the  highest  levels  of  government. 
For  generations,  the  job  with  the  high- 
est social  status  in  Britain  has  been 
that  of  a  senior  civil  servant.  The  total- 
ly incorruptible,  though  lately  under- 
paid,  civil  servant  numbered  among 


the  elite.  Benn,  whose  superministry 
includes  hundreds  of  the  highest  paid 
civil  servants  in  the  land,  says  bluntly 
of  Britain:  "We  are  more  modest,  more 
realistic,  more  commercial  and  more 
aggressive."  He  is  candid  about  the 
past  too:  "England  was  market-ori- 
ented long  before  the  Harvard  Business 
School  was  thought  of.  Britain  cap- 
tured its  markets  all  right,  with  troops. 
Imperialism  also  explains  why  Brit- 
ain's industrial  system  has  remained, 
until  recently,  out  of  date.  All  the 
brightest  young  men  were  recruited 
into  government  in  order  to  run  those 
captive  markets." 

Wedgwood  Benn,  not  condoning 
Britain's  marketing  methods  of  the 
past,  is  encouraged  by  the  fact  that 
many  bright  young  men  continue  to 
end  up  in  Government.  And  well  they 
might,  of  course,  because  in  terms  of 
power  and  influence,  there's  plenty  of 
both.  Central  and  local  government  in 
Britain— if  one  includes  the  national- 
ized industries— accounts  for  better 
than  50%  of  the  country's  GNP.  For 
the  same  ratio  to  exist  in  the  U.S., 
federal,  state  and  local  government 
would  have  to  control  all  the  nation's 
public  utilities  as  well  as  the  top  100- 
or-so  U.S.  industrial  companies. 

It  is  worth  noting  that  several  pre- 
viously key  factors  are  no  longer  an 
issue  in  Britain.  The  fact  that  the 
United  Kingdom  is  no  longer  a  super- 
power has  ceased  to  be  an  issue;  that 
it  is  no  longer  one  of  the  military  gi- 
ants has  ceased  to  be  an  issue.  The 
presence  of  government  in  industry  is 
no  longer  the  issue  it  once  was,  though 
the  extent  of  government  intervention 
remains  as  hotly  disputed  as  ever.  In- 
deed, governmental  intervention,  taxa- 
tion and  labor  troubles  are  the  key  is- 
sues of  the  upcoming  election,  which 
the  best  pundits  predict  will  be  called 
for  Oct.  29,  1970. 

And  no  one  should  minimize  the 
roadblocks  put  in  the  way  of  British 
business  by  red  tape  and  featherbed- 
ding.  But  all  countries  have  their  prob- 
lems and  the  real  point  is  this:  Over- 
all, the  bulldog  is  getting  back  its 
bite.  The  improved  trade  figures  are 
the  result  of  many  things:  booming 
world  trade,  government-prompted 
and  industry-initiated  industrial  ra- 
tionalization, holding  on  to  the  cost 
advantage  of  the  1967  devaluation, 
hard  work  and  25  years  of  postwar 
trial  and  error. 

One  leading  financial  editor  insists 
that  the  country  "has  been  undergoing 
remedial  exercises  for  a  long  time  and 
is  now  ready  to  stand  up  and  be 
counted."  A  highly  placed  government 
official  on  the  inside  track  of  interna- 
tional business  suggests:  "The  new 
atmosphere  in  Britain  is  also  in  the  ap- 
pearance of  success.  The  Northeast  is 


a  fine  example.  The  government  has 
bulldozed  those  dreary  early  19th 
century  industrial  slums  out  of  exist- 
ence. New  towns  are  being  created. 
Everyone  can  see  it,  and  see  the  coun- 
try on  the  move." 

Outsiders'  View 

Americans  in  Britain  sense  the  re- 
cent changes  in  attitude  even  more 
keenly  than  do  the  natives.  "The  value 
system  is  changing,"  says  Hugh  Parker 
•  of  New  York's  McKinsey  &  Co.  "The 
whole  idea  that  money  is  not  impor- 
tant is  changing.  And  a  new  genera- 
tion is  taking  charge." 

Ex-McKinsey  consultant  Donald  E. 
Kissel,  American  managing  director  of 
Britain's  Richard  Costain  Ltd.,  a  $200- 
million  sales  international  construc- 
tion company,  says:  "I  have  been 
amazed  by  the  changes  in  attitude 
even  in  the  last  18  months.  My  Eng- 
lish colleagues  want  to  get  things 
done:  quickly,  efficiently  and  at  a 
profit." 

Ebullient  Bob  Worcester,  who  left 
Princeton,  N.J.  a  year  ago  to  open 
up  Opinion  Research's  London  office, 
keeps  very  close  tabs  on  what  Britain 
and  Britons  think  and  feel.  His  Mar- 
ket and  Opinion  Research  Internation- 
al has  just  completed  a  study  for  Agen- 
ce  Economique  et  Financiere  (the 
"Wall  Street  Journal"  of  France)  on 
British  attitudes  toward  joining  the 
Common  Market.  "About  nine  out  of 
ten  senior  execs  in  major  British  com- 
panies want  to  go  in,"  chortles  Wor- 
cester, as  if  personally  delighted  by 
the  findings— which  run  contrary  to 
the  feelings  of  the  man  in  the  street. 
Particularly  impressive  is  the  reason 
British  management  gives  for  wanting 
to  enter  the  Market,  "that  Britain  will 
become  more  competitive  and  efficient 
as  a  result." 

Even  without  the  Common  Market, 
Britain  has  been  making  headway  in 
Europe.  The  Burton  Group  has  sev- 
eral custom  tailoring  stores  in  France, 
and  opened  its  first  in  Brussels  last 
month.  "Foimal  membership  in  the 
Market  will  mean  cheaper  cloth  for 
us,"  says  the  Burton  Group's  Rice. 


Sur}  Never  Sets.  At  the  Empire's  height, 
Queen  Victoria's  reign,  the  sun  never 
on  the  Union  Jack.  That's  probably  ti 
today,  too.  The  Union  Jack  has  becoi 
one  of  the  best-known  and  most  wid 
used  advertising  logos  in  the  world.  T 
comely  couple  is  waving  the  flag  for  I 
Gibraltar  Tourist  Office.  But  the  nol 
flag  may  be  seen  on  shopping  bags, 
shaped  as  an  apple  to  advertise  B 
ish  orchard  products,  or  stretched  i 
of  all  proportion  for  the  Battle  of  B 
ain  movie  posters.  Are  the  British 
fended  by  it?  Apparently,  not  in  the  lee 
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Robert  Sanderson  runs  a  small,  spe- 
cialized paint  company  in  Yorkshire, 
selling  products  geared  mainly  to  ma- 
rine use.  His  company's  technology 
keeps  his  products  abreast,  some- 
times ahead,  of  the  big  competition. 
Because  of  tariffs,  Sanderson's  paint 
costs  50%  more  in  Germany  than  in 
England.  "But  we  sell  it  in  Germany," 
he  says.  "We  get  to  every  trade  fair, 
every  boat  show,  and  we  sell,  sell, 
sell."  Britain's  entry  into  the  Common 
Market  would  eliminate  the  tariff 
against  Sanderson's  paint. 

An  expanding  family  business,  Vi- 
ners  Ltd.  of  Sheffield,  old,  established 
cutlery  manufacturers,  is  an  example 
of  Common  Market  willingness  and 
of  what  can  be  done  with  old  family 
firms— if  the  family  is  go-ahead.  Brian 
Viner,  one  of  the  sons  running  the 
business,  says:  "Yes,  we  will  be  af- 
fected by  the  EEC  [Common  Mar- 
ket]. But  we  are  leaders  in  our  field, 
and  we  can  stand  the  competition  bet- 
ter than  most.  It  will  be  rough  and 
tough,  but  we  welcome  it." 

Viners  Ltd.  has  been  acquiring 
small  cutlery  and  allied  companies 
around  Sheffield  for  almost  a  decade. 
The  company,  sales  about  $10  million 
a  year,  now  employs  about  1,000  peo- 
ple. As  an  indication  of  how  far  some 
very  fractionalized  British  industries 
have  yet  to  go,  the  cutlery  industry 
still  consists  of  more  than  260  firms, 
only  a  few  dozen  of  which  employ 
more  than  25  people. 

Europe,  Ho! 

Twenty  years  ago  British  thinking 
regarding  the  Common  Market  was: 
"We  can't  run  the  Empire,  so  we'll  run 
Europe.  De  Gaulle,  and  two  decades 
of  cold  reality,  have  altered  all  that. 
The  ordinary  British  householder  is 
not  eager  to  see  the  country  entering 
Europe.  Britain  has  a  lower  cost  of 
living  than  European  countries,  main- 
ly because  of  lower  food  prices,  and 
these  will  rise  noticeably  when  Brit- 
ain is  part  of  Europe's  economy. 

Nevertheless,  the  majority  of  politi- 
cal and  commercial-industrial-finan- 
cial leaders  in  Britain  are  apparently 
"ardent  Europeans." 

What  can  be  done,  however,  about 
these  familiar  British  Stumbling  blocks: 
the  amazing  degree  of  governmental 
intervention— and  even  ownership— in 
traditional  "private  sector"  enterprises; 
a  taxation  system  which  penalizes  suc- 
cess rather  than  rewards  it;  an  ab- 
sence of  swinging  entrepreneurs  well- 
versed  in  management  techniques; 
and  finally,  almost  continuous  labor 
unrest?  These  problems  actually  have 
not  been  solved.  But  there  is  reason 
to  believe  they  will  become  less  omi- 
nous in  the  Seventies. 

(Continued  on  page  35) 
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Marine  Midland 

Banks. 

WeVe  not  famous.  ^ 

Just  big. 


Marine  Midland?  Marine  Midland  who? 

Most  of  you  never  heard  of  us. 
And  the  rest  of  you  think  we're  a  small 
New  York  State  Bank. 

Actually,  we're  not  a  bank  at  all.  We're  a 
lot  of  banks.  A  very  big  banking  system 
with  assets  of  six  and  a  half  billion  dollars. 
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We  can  help  you  bank  in  England, 
France,  Germ  any,  Turkey,  Hong  Kong,  Japan, 
Mexico  and  Spain. 

Half  of  Fortune's  top  five  hundred 
connpanies  bank  with  us. 

More  than  half  of  the  top  fifty  banks, 
bankwith  us. 

And  you  never  even  heard  of  us. 


Irbu  know  ^^ih^t  you  pay  for  insurance. 
Now  find  out  what  it  costs. 


You  have  numbers,  plenty  of 
numbers,  on  how  much  you  pay  for 
what  insurance. 

But  you  probably  don't 
remember  anything  except  the  final 
dollars  and  cents  figure.  Because 
most  likely  that's  the  only  number 
you  can  really  use. 

With  good  reason,  too.  For 
insurance  premiums  have 
traditionally  been  reported  to  you 
in  the  language  of  insurance. 

But  now  a  company  will  tell 
you  how  much  your  insurance  costs 
in  the  language  you  understand 
best.  The  language  of  your 
cost  analysis  procedures. 


That  company  is  CNA. 

We  now  offer  you  an  Industrial 
Risk  Information  System  (IRIS) .  To 
break  down  insurance  costs  any 
way  you  want. 

By  line.  Location.^ 
Policy.  Year. 


Or  any  profit  center  method  uni 
to  your  business. 

That  way  you'll  know  when 
and  where  your  insurance  costs  afi 
out  of  line.  In  time  to  do  somethinj 
about  it. 

So  talk  to  your  CNA  agent. 
Or  write  to  us. 

Just  ask  about  IRIS.  A  full 
explanation  won't  cost  a  thing. 

Have  it  your  way 

♦■  C/\//\  /insurance 
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(Continued  from  page  31) 
When  W'orld  War  II  ended,  the  La- 
bour (Socialist)  Party  set  about  na- 
''  tionaHzing  Britain:  health  services, 
railways,  road  transport,  airlines,  pub- 
lic utilities  and  steel.  That  first  burst 
of  socialism  brought  more  than  its 
share  of  economic  woes,  but  in  retio- 
spect  some  of  the  moves  make  sense. 
Nationalizing  the  railroads  turned  a 
hopeless  mess  into  a  heavily  subsidized 
but  generally  efficient  service. 

Nationalized  health?  "America  will 
do  it  eventually,"  believes  Charles  Vil- 
liers,  head  of  the  Industrial  Reorgan- 
isation Corp.  Professor  Ball  insists  that 
U.S.  regulation  of  the  utilities  is  not 
markedly  different  from  British  na- 
tionalization of  them,  and  indeed, 
man>'  Britons  argue  that  "there  is  as 
much  government  control  in  the  States 
as  there  is  here;  it's  just  that  the 
rhetoric  is  different." 

Britain  of  late  has  gone  in  for  "ra- 
tionalizing," rather  than  nationalizing. 
This  means  goverrunent  encourage- 
ment of,  and  grants  toward,  mergers 
it  favors;  "industrial  geography," 
which  provides  government  incentives 
to  industry— up  to  40'l  of  the  cost  of 
setting  up  a  factory— if  industry  will 
locate  in  certain  specified  areas;  and  a 
new  style  of  bringing  industrial  com- 
panies together  to  encourage  them  to 
improve  their  technological  standards. 
"Covernment,"  says  one  businessman, 
"recognizes  the  needs  and  now  at- 
tempts to  get  the  industries  involved 
to  solve  their  own  problems." 

Whose  Fault? 

One  charge  echoed  by  Conserva- 
tive (Tory)  politicians  and  many  busi- 
nessmen is  that  the  Labour  Govern- 
ment spends  huge  amounts  of  money 
propping  up  industries  which  should 
be  allowed  to  go  bust.  Front  Bench 
Tory  M.P.  Michael  Heseltine,  an  en- 
trepreneur and  publisher  (including 
the  British  magazine  Management  To- 
day), snorted:  "They're  stifling  busi- 
ness with  political  answers  to  econom- 
ic questions.  Capital  for  reinvestment 
is  regarded  as  immoral.  Wedgwood 
Benn  has  brought  no  growth.  If  busi- 
ness were  simply  left  alone  it  would 
do  much  better." 

Reginald  Maudling,  deputy  leader 
of  the  Opposition  (Conservatives), 
told  Forbes  that  a  victory  for  the  To- 
ries at  the  election  would  mean:  "Gov- 
ernment equity  positions  in  business 
would  stop;  there  would  be  more  com- 
petition, more  incentive,  less  intei-ven- 
tion,  and  less  propping  up  of  ineffi- 
ciency." Maudling,  himself  chairman 
of  a  holding  company,  said  that  Brit- 
ain is  "not  investing  as  much  over- 
seas as  we  would  like;  taxation  should 
shift  from  direct  to  indirect;  and  suc- 
cess should  be  rewarded  as  far  as  the 


individual  is  concerned."  A  Tory  vic- 
tory would  also  mean  legislation  on 
wildcat  strikes  "in  the  first  session  of 
the  next  Parliament." 

Says  Socialist  Wedgwood  Benn: 
"Between  us  and  the  Tories?  Straight 
disagreement."  The  disagreement  may 
be  straight,  but  it  may  not,  after  all, 
be  so  deep.  It  is  worth  noting  that 
even  the  Conservatives  regard  an  or- 
ganization such  as  IRC,  and  its  quasi- 
governmental  role,  as  important.  "We 


Legs  dangling  over  the  side  of  his 
leather  armchair,  the  bluff  and  hearty 
minister  says:  "There  is  a  very  small 
amount  of  government  intervention 
anyway,  if  you  accept  that  Britain's  an- 
nual exports  alone  amount  to  £.8  bil- 
lion. The  Industrial  Reorganisation 
Corp.  has,  by  comparison,  a  rela- 
tively small  budget  of  £.  150  million 
to  encourage,  promote  and  assist  in 
the  rationalization  of  industry  into 
bigger,    more    economic    and    more 


"Captive  Markets"  meant  just  that  in  Victorian  England. 


would  keep  it,"  says  Maudling,  "but  as 
an  advisory  group  available  to  indus- 
try, not  as  a  dispenser  of  grants."  And, 
of  course,  with  the  exception  of  steel, 
the  Conservatives  when  in  office  have 
tended  to  leave  the  nationalized  indus- 
tries nationalized. 

The  Labour  Party— with  the  excep- 
tion of  the  back-benchers— is  strongly 
committed  to  private  enterprise,  once 
you  get  around  the  rhetoric.  Harold 
Lever,  Paymaster  General  and  a  min- 
.  ister  in  Benn's  superministry,  is  a  fi- 
nancier of  considerable  repute,  and 
is  regarded  as  the  "wealthiest  self- 
made  man  in  the  House  of  Commons." 


aggressive  exporters  and  marketers." 
Lever  says  that  the  question  the 
Labour  Party  asks  of  industry,  and 
large  firnis  within  industry,  is:  "What 
are  you  doing  about  exports  and 
about  modernizing  yourselves?  We 
have  an  interest— and  not  a  threaten- 
ing one,  but  a  realistic  one— in  the 
health  and  vitality  of  private  enter- 
prise in  this  country." 

Through  Labour  Government  pol- 
icies private  enterprise  is  validated, 
rather  than  discredited,  the  minister 
maintains.  "We  believe  that  private 
enterprise  can  be  very  much  more 
valuable  to  the  fulfillment  of  society's 
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needs  than  it  is."  He  says  the  Socialists 
do  regard  the  assets  of  a  corporation 
as  being  in  a  sense  private  and  in  a 
sense  public.  "I  think  you're  coming  to 
that  point  of  view  in  America,  too," 
Lever  says.  "Look  at  the  pollution 
thing.  You  seriously  question  now 
whether  a  company  should  be  allowed 
to  pollute  a  river  just  because  it's  the 
most  profitable  way  to  do  something. 
The  rhetoric's  different." 

The  government  has  intervened  to 
organize  the  British  textile  industry  to 
cope  with  a  shrinking  market,  he  said. 
"This  is  far  better  than  the  haphazard 
rundown  which  would  have  been  had 
we  not  intervened,"  argues  Lever. 
"And  look  at  an  expanding  industry: 
shipbuilding.  In  1948  Britain  had  50% 
of  the  world's  shipbuilding.  By  1966 
it  had  6%,  and  Japan  had  50%.  Now 
we've  got  full  order  books,  and  are 
booming  away  because  of  govern- 
mental rationalization  of  inefficient 
units  and  government  money  pumped 
in  for  capital  equipment." 

What  government  can  call  inter- 
vention, industry  and  business  can  call 
interference.  It  all  depends  which  side 
you're  on  at  any  given  moment.  Even 
Labourite  Lever  says  that  once  he  re- 
turns to  the  private  sector  he  will  rail 
at  government  along  with  the  rest  of 
them.  "There's  a  choice  in  Britain:  be- 


tween one  party  calling  for  a  system 
long  since  dead,  and  the  other  for  a 
system  not  yet  born." 

Both  systems  levy  taxes.  The  Con- 
servatives would  provide  more  help 
and  incentive  to  those  who  create 
wealth;  the  Socialists  would  prefer  to 
spend  that  money  on  the  general 
needs  of  society  at  large. 

No  group  in  Britain  feels  the  tax 
burden  more  than  top  management. 
Socialist  Lord  Stokes,  who  runs  Brit- 
ain's giant  auto  manufacturer,  British 
Leyland,  explains  that  perhaps  "in  an 
attempt  to  get  away  from  the  heritage 
of  landed  gentry,  there  has  been  a 
tendency  to  be  too  repressive." 

How  Much  for  Managers? 

A  young  merchant  banker  says  the 
immediate  problem  is  not  too  much 
taxation,  but  that  "British  companies 
don't  pay  enough  to  top  management 
anyway."  Indeed,  many  Americans 
would  shudder  at  one  example:  A 
huge  British  corporation  sent  its  chief 
purchasing  officer  to  the  U.S.  for  a 
year-long  stay— third  class  by  boat. 
Then  he  had  to  live  in  a  very  modest 
housing  development  and  buy  a  five- 
year-old  car  because  his  salary 
amounted  to  less  than  $10,000.  He 
was  purchasing  annually  more  than 
$25  million  worth  of  goods. 


But  again,  the  important  thing  is 
that  British  business  is  beginning  to  do 
.something  about  these  problems.  Many 
executives  talked  of  finding  ways 
around  government  curbs  on  incen-_ 
fives.  Stock  options  are  illegal  in  Eng- 
land now,  but  one  chairman  explains 
how  his  company  sells  "partly  pur- 
chased" stock  to  senior  executives.  An- 
other chief  executive  has  worked  out 
a  different  scheme:  "We  get  our  good 
men  outside  the  country  for  a  while 
and  pay  them  more  through  tax  breaks 
and  the  like." 

Brian  Viner  and  other  business- 
men big  and  small  insist  that  the 
present  methods  of  taxation  act  as  a 
disincentive  to  plowing  money  back 
into  investment.  "We  just  can't  maxi- 
mize growth  under  the  present  taxa- 
tion system,"  he  says.  "We're  taxed  on 
it  if  we  take  it  out  in  dividends, 
through  personal  taxation;  we're  taxed 
on  it  if  we  plow  it  back  in,  through 
corporate  taxation." 

Nothing  stops  the  really  good  en- 
trepreneur, however.  Neil  Wates, 
whose  building  company  is  now  a 
household  word  in  Britain,  said  that  the 
first  thing  his  firm  did  when  the  La- 
bour Party  triumphed  in  1964  was  to 
ask:  "Where's  the  buck  in  socialism?" 

Wates,  a  company  skilled  in  on- 
site  factory  prefabrication  as  well  as 


Fashionable,  Top  to  Toe.  Bowler  hats  and  umbrellas 
still  march  across  the  London  scene.  But  Britain  also 
mini'd  its  way  to  the  forefront  of  world  fashion  to  be- 
come a  style  pacesetter  in  recent  years.  Explanation? 


There  were  few  ways  in  which  capital-short  English 
entrepreneurs  could  start  a  business.  Boutiques  were 
one  answer.  Writing  songs  was  another.  Still  other 
entrepreneurs     opened     smart     little     eating     places. 
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He's  never  heard 
of  St.  Joe- 
but  he's  already 
part  of  our 
gro\A/ing  market 


He's  already  started  needing  products  that  use  our  products.  D  The 
X-Ray  rooms  in  the  hospital  in  which  he  was  born  have  lead-lined 
walls  and  leaded  glass  windows.  The  car  his  dad  drove  him  home  in 
was  started  by  a  lead-acid  battery  and  many  of  its  parts  are  zinc  die 
castings  and  zinc  galvanized  steel.  Zinc  oxide  was  used  in  the  tires. 
The  highway  they  traveled  going  home  was  made  safer  by  galva- 
nized steel  guard  rail.  D  At  home,  the  appliances  his  mom  uses  have 
die  cast  zinc  parts.  And  there's  zinc  oxide  in  the  dishes,  glassware 
and  bathroom  fixtures.  Even  the  ointment  his  mother  uses  to  make 
him  comfortable  contains  zinc  oxide.  D  He'll  be  part  of  our  market 
all  his  life  because  we're  the  nation's  largest  producer  of  zinc  and 
lead  and  a  major  producer  of  zinc  oxide.  D  Write  for  a  copy  of  our 
latest  annual  and  quarterly  reports. 


•J'4ec 

< 

rST.  JOEJ 

> 

ST.  JOSEPH  le; 

\D  CO..  250  Park  Avenue,  New  York,  W 

ew  York  10017 
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in  piv  slivssnl  loiuiolr  iiiul  imil  lon- 
stiiK'tiDU.  u'lrutly  liiikril  up  with 
Jainrs  House.  tlu>  Anicrirau  ihnrloiUM- 
of  I'oluuibia.  Mil.  to  hiil  for  a  pioir 
of  \\\v  Nixou  Ailiuinistniliou's  "Opora- 
(ion  Mroaktluiiu^li"  program. 

AnitMirati  upptM  luaiiajitMutMil  \H'o- 
pU-  would  U'r\  vny  uiuilortaMr 
waliltiuv;  \\  aU-s  iuttMivpt  pliouo  calls, 
licKI  uuwautril  visitors  anil  uuvko  o\- 
ptMisivr  dtH'isious  wliilo  discussing 
liinis(>lf  ,\\n\  liis  iou»\iaii\ .  Ho  lias  nouo 
of  tlu>  stuli\  fiDut  that  AuKMiraus  rx- 
p<vt  in  a  Hritou. 

"\\'o"ic  gooil  at  wliat  wo  do."  Mates 
t»>Ul  I'ouiii  s.  "Wo  lun o  aoooss  to  stuuo 
of  llio  host  tlui\kiuj;  iu  tlio  woiKl.  Ml 
wo  dill  was  to  ilooiilo  wt>  would  anil 
i-ould  work  within  tho  svstoui  until 
things  iin\inn  Oil." 

l-'oiuu'.s  askod  Watos  how  u>uoh  his 
i-oinpany  was  worth.  "Tho  govornuiont 
has  boon  trving  to  snu)ko  us  out  on 
that  ouo  for  yoars."  ho  said,  and  uoat- 
ly  turnotl  tho  iHiuvorsatioii  to  how.  un- 
der .sooialisui.  tho  oonipanv  luul  shitt- 
ed its  do\oloiMi\ont  iMupli.isis.  "Tho 
jHeatest  part  of  oiu'  posttax  profits  now 
ixnne  from  overseas  oi>erations." 

"Wo  stress  nualilv  grow  th,  not  si/e," 
he  saiil.  "Wo  optiuu/<"  indiv  idual  goals, 
and  work  hard  at  thoui. '  He  has  his 
own  view  of  what's  happening  iu  Urit- 
ain:  "The  bright  ili.q^s  who  are  not 
waiting  aroiuid  are  nuiking  it.  Tlun 
don't  talk  about  it.  they  just  do  it." 

The  Burgeoning  Bankers 

Nowhere  are  the>-  doing  it  more 
than  in  the  tnorohaut  banks,  Ihitaiu's 
liuanoial  \ohiilo  that  ix)n»bines  ixiiu- 
nuMoial  and  investment  banking. 
Kouuks  iutorxioweil  ke\  nion  in  sev- 
eral inerohant  banking  houses.  Speak- 
ing trankb,  though  not  for  attribu- 
tion, the.se  bankers  painted  a  piotnre 
of  an  iuereasingK-  aggiessi\e  and  in- 
ternational niilieu  for  bankers.  But 
their  thinking  showed,  tiHV  that  niulti- 
nalionalisin  is  an  actuality  already 
ujore  entrenched  as  a  \iattorn  for  busi- 
Jiess  anil  iudustrx  than  is  gouoralb 
i^onanled  toila\ .  Britain's  in\ostn\ent 
bankers  are  an  integral  part  of  that 
niultinationalisui, 

ln\estors  incroasiugU'  want  a  pioiv 
of  the  equity  action,  and  those  same 
inve-stors  for  any  gi\en  pi-oject  ma\ 
repivsotit  banks  or  ivuipanies  in  a 
half-ilo/en  ihlforent  nations.  There  is, 
theivfore,  multinational  owuei'ship 
right  friMU  the  start, 

"This  field  has  InxxMue  awfulb 
blood\  aggiessi\e  at\il  ix>mpotiti\e  as 
the  stakes  got  bigger."  said  one  bank- 
er. "WVir  moving  arormd  in  a  wa\  we 
never  did.  (."ustomers  are  beginning 
to  shop  around  for  banks  iu  a  maimer 
new  to  them  and  to  us."  This,  plus 
l.ondon  as  a  EuiiHlollar  i.xMiter.  has 
meant  a  new  .spirit  in  banking. 


Carnaby  Street.  Better  known  internationally  today  than  Threadnee- 
die  St.  (of  Bank  of  England  fame),  or  Fleet  St.  (newspaper  row),  this 
unpretentious  London  thoroughfare  is  a  harbinger  of  the  creativity  that 
may     well    come     to     typify     London— and     Britain— in     the     Seventies. 


Houses  such  as  Rothschild  are  asso- 
ciated with  pro\  iucial  banks  in  places 
like  Houston,  Seattle  and  ("Icvolaiul. 
ollering  lMiro\iean  inonov  tor  mcdiuin- 
term  credit  to  an  international  clien- 
tele. Tho  Hank  of  London  and  South 
.\morica  has  tripled  tho  si/e  of  its 
U.S.  operations  in  seven  >ears. 

Warburgs  has  i-omo  up  from  no- 
where to  rank  .is  a  proiuineut  house 
and  tho  brilish  loader  in  a  Kuiobond 
market  generally  dominated  b>-  the 
C.ormans.  New  competition  means  a 
ixnnpain  like  the  ).  Henr\'  Schiotlor 
Hank,  long  established  in  New  York, 
suddenly  picking  up  a  tremendous 
amount  of  steam.  l'"\en  in  a>minercial 
banking.  Barclays  has  moved  into 
branch  banking  in  t'alifornia. 

Part  of  this  is  retaliation  for  the 
r.S.  bank  invasion  of  London,  but 
only  part.  Schroders  lias  long  had  its 
ftvt  finnly  planted  on  Iwth  sides  of 
the  .\tlaiitic;  Its  London  operations 
date  from  lSO;i  New  York  from  I92;v 

L.;ist  >ear  the  U.S.  operation  be- 
came a  liolding  ixnupanv  with 
throe  divisions:  International  banking 
().  Henry  Schi-oder  Banking  Corp.. 
Schroder  Trus"  Co.  and  an  infant  leas- 
ing ixmipany);  investmout  nianagt^ 
mcnt.  for  vvhioh  it  aixiuiioil  Naoss  & 
riiomas  ^now  SchuHler.  Naoss  iS; 
Thomas);  and  ventuiv  capital  thnnigh 
long-t\stabhslHxl  SchixHler  Rockefeller. 
\\  ith  its  troops  lined  up,  tho  V.S.  op- 
oration  now  has  thrtH>  top  e.\e4.nitives 
on  the  ivad  drumming  up  business. 

The  appioach  is  simple:  "If  we  can 
get  a  <.\»mpanv"s  regular  banking,  per- 
haps we  can  do  their  international 
busine.ss  for  them."  a  svx^ke.sman  .says. 
"Or.  if  we  got  their  international  busi- 
ues,s  first,  perhaps  we  can  later  handle 


their  regular  banking."  And,  if  they 
locate  overseas,  there's  always  Schro- 
ders in  London.  Geneva.  Australia 
(Darling  &  Co.)  and  elsewhere. 

Other  British  companies  are  rethink- 
ing their  role  in  America.  Power 
C^as  of  America,  a  subsidiary  of  the 
British  Davy  Ashmore  group,  is  a  nov- 
el blend  of  British  technologv'  and 
monov— and  American  management. 
R.ivmond  ).  Koiuird  jr..  the  subsidi- 
ary's American  president,  was  running 
a  two-man  office  three  vears  ago.  Now 
there  are  acres  of  drafting  tables,  and 
talk  of  I'.S.  acquisitions. 

In  much  of  Ihitains  overseas  busi- 
ness, the  lethargy  of  recent  decades  is 
being  impationtlv'  shrugged  off.  ].  Pe- 
ter l-\>rd  of  Ples.sey  Ltd,  ($400  million 
electrical  e<pnpnient  sale.s)  also  chairs 
a  Latin  American  Exi>ort  Committee 
in  tho  goveriiinont-fundeil  British  Na- 
tional Exjwrl  Council. 

"What  we  do  now."  savs  Foj-d.  "is 
lly  our  businessmen  to  Latin  .\merica 
to  let  them  stv  w  hat's  needeil.  They'll 
do  the  rest.  \\'e  bring  Latin  .\merican 
bnvers  here  to  sih*  our  factories,  thev- 
make  their  own  decisions.  \\'e  are 
after  our  old  markets  again," 

.\nother  changing  area  is  in  the  new 
British  approach  to  management. 
■Pivplo  don't  call  in  management  con- 
sultants unle.s.s  they  want  to  improve 
thoiuselves."  Wedgwinxl  Bonn  main- 
tains. "Britain  tixlav  has  more  manage- 
ment amsnltants  ixmsulting  than  the 
rest  of  Eun>pe  iximbintxl." 

The  shareholders  are  getting  into 
tho  act.  too.  and  proxy  fights  are  Ixn 
ginning  to  shake  up  the  managers  and 
the  Ixnuds.  Threats  of  merger  and 
takeover,  often  by  ixmglomerators  like 
(Continued  on  po^f  4S) 
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When  you've  really  arrived  you  don't  have  to  shout  about  it. 


Johnnle^\^lker 

BLACK  LABEL  SCOTCH 


>V 


ABOUT  (10  A  FIFTH.  PRICES  MAY  VARY  ACCORDING  TO  STATE  AM)  LOCAL  TAXES.  12  YEAR  OLD  BLENDED  SCOTCH  WHISKY,  m  PftOOF. 
BOHLED  IN  SCOTIAND.  IMPORTED  BY  SOMERSET  IMPORTERS,  LTD.,  NX,  N,Y.  ] 


"In  addition  to  on-the-job  training, 

IBM  offers  supplementary  education.  This  is 

a  class  I  taught  in  basic  electronics." 


He  helped  a  new  plant  employ  the  unemployed 

Turn  an  old  warehouse  into  a  plant  and  man  it  with  untrained 
workers?  Bill  Collins  helped  prove  it  could  be  done.  His  story 
is  anotiier  example  of  how  IBM,  its  people  or  products  often 
play  a  part  in  tackling  today's  problems. 


^ 


Bill  Collins,  Employment  and  Placer 


it.L'11  through  the  wires  of  a  computer  cable  made  in  /BM'.s  Brooklyn,  plant. 


'Some  people  thought  this  part  of  Brooklyn,  Bedford- 
tuyvesant,  was  just  about  finished  a  few  years  ago.  It 
tjvasn't.  A  lot  of  people  wouldn't  let  it  die." 

The  speaker  is  IBM's  Bill  Collins,  who  transferred 
lere  to  be  a  part  of  his  old  neighborhood's  rebuilding 
fforts. 

"About  three  years  ago,  a  number  of  local  people 
oined  with  a  group  of  concerned  businessmen  and  civ- 
c  leaders  to  form  the  Bedford-Stuyvesant  Restoration 
Corporation.  One  of  the  first  things  they,  did  was  in- 
cite IBM,  and  other  companies,  to  look  at  the  area's 
potential. 

I        "In  April  1968,  IBM  leased  and  renovated  an  old 
varehouse.  Ninety  days  later,  the  new  plant  was  in 


i 


operation.  Now  there  are  over  400  people  here,  produc- 
ing subassemblies  for  computers.  Some  300  live  right 
in  this  area. 

"The  idea  was  to  create  jobs  and  income  for  this 
community.  The  great  majority  of  the  people  we've 
hired  were  unemployed  at  the  time.  We  had  to  help 
most  of  them  develop  new  skills  on  the  job. 

"We  started  out  making  computer  cable.  After 
about  six  months,  they  asked  us  to  produce  computer 
power  units,  too. 

"What's  more,  some  seventy  people  have  already 
been  upgraded  in  their  jobs. 

"And  all  of  us  here  feel  pretty 
good  about  it." 


IBM 
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At  $3123,  Ws  a  lot  more  car  than 
it  has  to  be. 


Monte  Carlo  by  Chevrolet. 

First  off.  let's  explain  what  we  mean  by  S3 123. 

That's  the  manufacturer's  suggested  retail  price  includ- 
ing Federal  excise  tax  and  suggested  dealer  new  car  prep- 
aration charge.  Destination  charges,  state  and  local  taxes 
and  optional  equipment  arc  additional. 

Now,  let's  explain  the  other  p.irt  of  our  statement. 

Monte  Carlo  is  in  a  field  by  itself.  In  fact,  it's  priced 
only  slightly  higher  than  many  models  of  our  Chevellc. 

And  since  it's  all  alone  in  its  field,  Monte  Carlo  could 
have  skimped  here  and  there. 


As  you  can  see,  that  didn't  happen.  Monte  Carlo  is 
beautifully  styled.  And  the  inside  has  the  look  and  feel 
of  far  more  expensive  cars. 

In  addition,  there  arc  other  nice  things  that  aren't  im- 
mediately seen.  Like  headlights  of  a  new  high-intensity 
design.  The  power  disc  brakes.  The  350 -cubic -inch 
standard  \'8  engine. 

Monte  Carlo  doesn't  have  to  be  as  much  car  as  it  is. 

But.  that's  the  way  we  do  things  ^^^ 

around  here. 

Putting  you  first,  keeps  us  first. 


CHEVROLET 


(Continued  from  page  38) 
highly  successful  Jim  Slater  of  Slater, 
Walker   Securities   Ltd.,    are   creating 
,  major  changes  in  many  companies. 

"The  British  companies  are  now  re- 
cruiting at  the  U.S.  and  British  busi- 
ness schools  as  hard  as  an\one,"  said 
NIcKinsey's  Hugh  Parker.  Merchant 
banks  and  stockbrokers  lead  the  field 
in  snapping  up  graduates  of  the  quite 
recend>  established  British  manage- 
ment schools  in  London  and  Man- 
chester. Ball,  of  the  London  school,  is 
wary  that  the  first  flush  of  economic 
success  may  turn  British  business  away 
from  the  management  man  again, 
given  the  general  British  attitudes  to- 
ward education.  (One  American  man- 
agement scholar  described  it  thus: 
"The  English  look  on  education  as  a 
consumer  product:  Wry  nice  if  you 
can  afford  it,  but  not  really  essential.") 
Yet  the  government  and  the  nation 
are  slowly  changing  that  attitude,  too. 

Hailed  by  businessmen.  Conserva- 
tives and  Socialists  alike  as  probabh 
the  best  piece  of  British  industrial 
legislation  in  this  Parliament  is  the 
1964  Training  Act— the  "first  such  law 
on  the  books  since  Elizabeth  I's  statute 
regarding  apprentices  and  artificers." 

In  essence  the  new  law  establishes 
industrial  training  boards,  supported 
partly  by  ta.\  money  and  partly  by  the 
employers,  to  provide  training  pro- 
grams to  upgrade  workers'  skills. 

Fair  and  Pleasant 

Forbes  found  in  England  the  cli- 
mate within  which  top  management 
in  Britain  will  one  day  be  among  the 
best  an\-\vhere.  It  is  not  yet  true 
across  the  board,  and  won't  be  until 
much  later  in  the  Seventies.  Even  the 
labor  unions  recognize  this,  and,  sur- 
prising to  American  ears,  unionists  are 
among  those  who  complain  the  loud- 
est about  the  poor  quality  of  much 
current  British  management. 

"Industry  is  badly  managed,  and 
the  unions  know  it,"  Ball  says.  "By  the 
same  token  the  unions  have  long  been 
conservative,  with  a  small  'c,'  and  our 
labor  problems  remain  a  hango\er 
from  the  Thirties." 

*  The  wildcat  strike,  known  less  emo- 
tionally in  Britain  as  "the  unofficial 
stoppage,"  is  the  bane  of  the  nation: 
Six  men  striking  over  their  afternoon 
tea  break  at  an  automobile  brake  fac- 
tory can  bring  Britain's  entire  automo- 
bile industry  to  a  grinding  halt.  Even 
most  unionists  might  prefer  an  end  to 
them,  but  craft  unions  rather  than  in- 
dustrial unions  are  the  rule,  so  it's  not 
likely.  Government  officials  are  defen- 
sive about  Britain's  labor  troubles:  "a 
bad  situation  caricatured  as  a  disas- 
trous one. "  But  the  problem  is  real. 

"I  think  you'll  find  more  manhours 
lost  by   strikes   in   the   U.S.   than   in 


./ 
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The  Tap.  To  "arrive"  in  Brit- 
ain is  to  have  one's  company 
name  a  decal  on  a  model 
toy.  Here,  builder  Wates  has 
made  it  on  a  Lesney  "Match- 
box" model  truck.  Model- 
maker  Lesney  Ltd.  itself  is,  of 
course,  another  great  British 
success   story   of  the   Sixties. 


Britain,"  suggests  Harold  Lever  and 
Lord  Stokes,  among  others.  The  qual- 
itative difference  of  course  is  that 
strikes  in  the  U.S.  are,  by  and  large, 
anticipated,  and  can  be  dealt  with. 

Jack  Jones,  head  of  Britain's  larg- 
est union,  the  Transport  &  General 
Workers  Union  (TGWU),  described 
by  one  businessman  as  "a  most  fierce 
negotiator,  certainly  a  lot  tougher  than 
management  likes  to  deal  with,"  talked 
to  Forbes  about  the  union  side. 

In  his  office  at  Transport  House, 
which  overlooks  quiet  Smith  Square, 
the  Liverpool-bom  Jones,  age  57,  is 
surrounded  by  mementos  of  Britain's 
trade  union  past.  "We  are  working  for 
an  arrangement  much  more  like  the 
American  agreement  at  the  factory 
level,"  he  said.  Currently  about  50% 
of  any  British  union  contract  is  nego- 
tiated between  the  unions  and  the  em- 
ployers' federations,  and  the  balance 
is  worked  out  at  the  local  level. 

What  is  changing  within  the  un- 
ions, Jones  said,  is  that  "trade  unions 
•here  have  become  much  more  produc- 
tion-oriented. We  are  prepared  to  ne- 
gotiate productivity,  which  often  U.S. 


unions  are  not."  One  drawback  to  pro- 
ductivity, he  maintained,  is:  "Our 
management  is  not  as  efficient  nor  as 
effective  as  management  in  the  U.S. 
Many  of  the  pressures  on  management 
for  greater  efficiency  are  being  put 
there  by  the  unions,  you  know." 

He  conceded  too  that  the  unions 
need  "rationalizing "  as  much  as  indus- 
try does,  but  states  that  the  pattern 
is  for  larger— though  fewer— unions,  a 
fact  borne  out  by  the  figures  of  Trade 
Union  Council  membership  over  the 
last  three  years. 

The  Coal 

"You  know,"  he  summed  up,  "what 
we're  all  really  after  is  a  decent  wage 
and  a  decent  way  of  life."  Which  is 
the  only  accurate  way  to  sum  up  what 
Britain  and  Britons  most  strive  for:  a 
quality  of  life. 

"What  we  are  tiying  to  pioneer," 
says  Charles  Villiers  of  IRC,  "is  the 
considerate  society.  We  tried  the  com- 
passionate society,  and  overdid  things 
a  bit.  The  affluent  society  has  for- 
tunately passed  us  by.  The  consider- 
ate society  is  really  what  we  want." 

"Oh  well, "  said  a  government  offi- 
cial concerned  with  productivity,  "it 
is  important  to  be  growth-oriented. 
But  you  see,  by  keeping  labor-inten- 
sive, not  just  capital-intensive,  indus- 
tries alive,  you  benefit  in  social  eco- 
nomics what  you  lose  in  fiscal 
economics.  You  keep  the  jobs,  keep 
the  people  industrious  and  happy. 
There  is  an  industrial  democracy  con- 
cept which  makes  sense." 

And  finally,  Tony  Jay.  Tony  Jay 
who  says  of  the  British  future:  "Just 
wait  until  we  get  a  few  healthy  years 
under  our  belt  and  can  draw  once 
more  on  our  tremendous  fund  of  ar- 
rogance, an  arrogance  which  no  other 
nation  has  to  the  same  degree.  Take 
a  man  with  Eton  and  Oxford  behind 
him  and  a  piece  of  land  in  Yorkshire, 
and  by  comparison  the  pharaohs  were 
insecure."  Jay  adds:  "We  have  little 
realized  that  the  United  States  is  a 
total  package.  Perhaps  the  price  of  the 
industrial  and  marketing  brilliance  is 
the  squalor  of  your  cities  and  other 
aspects  of  the  American  scene  which 
we  would  not  want." 

He  wants  Britain  to  be  regarded  as 
a  whole,  too.  "We  have  been  worry- 
ing about  a  couple  of  strands  in  the 
carpet  which  have  been  faulty.  Over- 
all, we  may  still  have  a  better  carpet." 

Perhaps.  The  Seventies  will  certain- 
ly show  whether  the  weave  can  weath- 
er the  strain  of  the  harsh  realities  of  a 
multinational  commercial  world,  full 
of  tough  American,  Japanese  and  Ger- 
man competitors.  At  the  moment  the 
prognosis  is  better  than  it  has  been  in 
two  decades.  The  old  bulldog  is  be- 
having more  hke  a  perky  young  pup.  ■ 
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The  Green  Gianfs  Red  Face 


Ten  years  ago  Green  Giant  had  gone  as  far  as  it  could  with  canned  peas  and  corn. 
Now  it  has  reached  the  same  point  with  frozen  food.  Where  does  it  go  next? 


During  most  of  the  Sixties,  it  wasn't 
hard  to  see  why  Minnesota's  Green 
Giant  Co.  was  one  of  the  jolliest  out- 
fits in  the  food  business.  Between  fis- 
cal 1960  and  1967,  sales  nearly  tripled 
(to  $173  million)  while  earnings  more 
than  tripled— from  $1.8  million  to  $5.7 
million.  Until  the  early  Sixties,  Green 
Giant  had  concentrated  primarily  on 
its  canned  corn  and  peas  specialties. 
But  then  it  moved  into  the  frozen- 
foods  business  with  a  line  of  vegeta- 
bles in  butter  sauce  packed  in  boilable 
plastic  bags,  promoted  it  brilliantly 
with  its  Jolly  Green  Giant  image,  and 
sent  the  competition  reeling. 

These  days,  however,  Green  Giant 
looks  a  good  deal  less  jolly  than  it 
used  to.  Between  1967  and  1969,  de- 
spite a  5%  increase  in  sales,  earnings 
fell  from  $5.7  million  to  $4.9  million 
and  probably  went  nowhere  in  fiscal 
1970,  which  ended  last  month.  In  just 
three  years,  the  company's  return  on 
equity  has  dropped  from  13.7%  to  be- 
tween 7%  and  8%  estimated  for  1970, 
while  its  common  stock  has  lost  nearly 
half  its  value  in  the  last  18  months. 

Green  Giant's  chairman  and  chief 
executive,  Robert  C.  Cosgrove,  is  only 
too  well  aware  of  what  has  gone 
wrong.  On  the  one  hand,  the  compe- 
tition has  been  stiffening  noticeably 
so  that  Green  Giant's  new  products 
are  no  longer  enjoying  their  former 
rapid  market  penetration.  Equally  im- 
portant, for  all  Green  Giant's  gains, 
canned  vegetables  still  comprise  about 
70%  of  its  sales,  and  for  the  past  two 
years  oversupply  has  cut  canned-vege- 
table earnings  sharply. 


Cosgrove  has  not  been  content  sim- 
ply to  mind  his  peas  and  corn.  In- 
stead, he's  launched  an  aggressive  bid 
to  diversify,  first  into  areas  outside 
(though  related  to)  food  processing, 
then  into  the  processed  meat  market. 
And  he  has  sought  to  apply  to  his  new 
ventures  the  same  promotional  talents 
that  made  his  frozen-foods  business 
such  a  triumphant  success.  In  the  hope 
of  cashing  in  on  the  Green  Giant's 
identification  with  food,  he  has  already 
built  a  Jolly  Green  Giant  restaurant 
(for  family  dinners  and  business 
lunches)  and  three  Jolly  Giant  sand- 
wich shops  in  the  Minneapolis  area, 
as  prototypes  for  national  chains. 

In  addition,  three  months  ago  he 
introduced  a  line  of  steam-table-ready 
casseroles  for  institutions  that  so  far 
has  been  very  well  received.  And, 
turning  to  another  aspect  of  the  Gi- 
ant's image,  he's  experimenting  with  a 
Green  Giant  Home  and  Garden  Center 
in   St.   Paul,   the   company's   first   de- 


parture from  the  food  business.  Cos- 
grove hopes  this  too  will  be  the  pro- 
totype for  a  national  chain. 

Perhaps  a  more  radical  departure 
is  Gre.en  Giant's  entry  into  the  meat 
business  with  the  acquisition  of  the 
Schweigert  Meat  Co.,  basically  a  sau- 
sage company  with  freezing  facilities. 
Schweigert,  Cosgrove  hopes,  will  be 
the  first  of  a  half  dozen  or  more  such 
acquisitions.  These  acquisitions  will 
give  Green  Giant  access  to  a  distribu- 
tion system  geared  to  daily  trips  to 
the  supermarket  as  well  as  access  to  an 
industry  that  Cosgrove  feels  has  par- 
ticularly good  growth  potential.  He  is 
looking  to  a  future  where  most  meat 
will  be  prepackaged  in  portions  and 
frozen  and  where  brand  names  like 
Green  Giant  will  have  competitive  ad- 
vantages. Green  Giant's  first  new  prod- 
ucts from  the  Schweigert  acquisition 
will  be  marketed  this  fall. 

With  the  additional  potential  these 
new  ventures  provide,  Cosgrove  pre- 
dicts Green  Giant  will  hit  $400  million 
in  sales  in  four  years  vs.  $182  million 
ast  year,  with  about  half  of  the  total 
coming  from  new  products  and  ven- 
tures. It's  an  ambitious  program,  and 
one  not  without  considerable  risk. 
The  Green  Giant  image  may  indeed 
provide  a  rationale  for  Cosgrove's  di- 
versification, but  the  skills  required  in 
food  processing  and  promotion  are  not 
necessarily  those  demanded  by  restau- 
rant chains,  garden  supplies,  or  even 
meat  marketing.  But  of  course  the 
same  could  have  been  said  a  decade 
ago  when  Green  Giant  moved  into  the 
frozen  foods  business.  ■ 
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Cofor  Future  Green.  As  a  restaurateur,  Green  Giant  hopes  to  prove  it  can  serve  food  as  we//  as  package  if. 
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MVe  can  put  your  Canadian 
plant  in  tiie  right  place. 

Canada's 

International 

Bank. 


How  do  you  find  a  plant  site  in  a  land 
that's  bigger  than  the  U.S.?  Just  let  the  Royal 
help  you.  With  over  1,100  branches  ' 
from  coast  to  coast  we're  Canada's  leading 
bank  with  specialized  departments,  resources, 
and  experienced  contacts  to  give  you  the 
facts  you  need. 

Why  don't  you  give  us  a  call . . .  and  see  how 
helpful  we  can  be! 


ASSETS  EXCEED 

TEN  BILLION  DOLLARS 

THE  ROYAL  BANK  OF  CANADA 

New  York  Agency  68  William  St.  1 0005  (344-1 1 00) 

Chicago,  Dallas.  Los  Angeles 

Head  Office  Montreal,  Place  Ville  Marie 

Toronto,  20  King  St.  West 

Over  1200  offices  in  Canada  and  around  the  world 
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As  They  See  it 


Tilt  winds  of  change  are  whip- 
ping through  Wall  Street.  But 
e\eu  the  financial  weathermen 
cannot  agree  on  which  way  the 
wind  is  blowing.  Obx'iously,  the 
nation's  financial  industry  cannot 
long  continue  the  way  it  has  in 
the  past.  B\'  the  standards  of  ev- 
ery other  major  U.S.  industry, 
much  of  Wall  Street  is  a  study  in 
olisolescence. 

It  w  as  only  the  1970  bear  mar- 
ket, which  cut  trading  down  to  10 
million  shares  a  day  or  less,  that 
•sohed  the  backroom  crisis  this 
\ear.  But  1970  also  put  much  of 
The  Street  into  the  red.  Consider 
the  situation:  An  industr\  that  not 
so  long  ago  could  make  good 
mone\  on  5  million  shares  now 
loses  money  on  10  million. 

Brokerage  houses  are  closing 
their  doors,  retrenching  or  merg- 
ing. Wh\?  What's  wrong?  \\'hat*s 
going  to  happen?  0\er  the  past 
few  weeks,  Forbes  has  been  ask- 
ing these  questions  of  men  in  the 
industry .  Their  answers  \ary,  be- 
cause it's  realK'  not  clear  which 
way  the  wind  is  blowing.  What 
follows  are  e,\cerpts  from  repre- 
sentative interviews. 


t^^ 


THF  END 
OF  THE 
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INVESTOR 
IS  NEAR 
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William  Donald- 
son of  Donald- 
son, Lufkin  & 
Jenreite 


What   will  Wall  Street  be  like  in 

the  future? 

Donaldson:  You  can  see  the  shape 
of  the  future  right  now.  Mutual  funds 
are  acquiring  insuiance  companies, 
and  insurance  companies  are  going  in- 
to the  mutual  fund  business.  Ameri- 
can Express  is  going  into  mutual 
funds.  The  big  brokerage  houses  are 
mo\ing  out  into  other  financial  serv- 
ices. Slowly,  the  privately  held  films 
will  disappear.  Institutions  will  do 
their  own  trading.  In  a  sense,  they  al- 
ready do. 

That's  true.  They  make  deals  pri- 
vately and  only  later  put  them  through 
the  floor. 

Donaldson:  And  the  small  trader 
doesn't  know  what's  going  on.  There 
should  be  two  tapes,  one  for  retail 
trades,  one  for  wholesale.  Every  whole- 
sale deal  should  be  recorded.  The  ex- 
change is  trying  to  make  the  institu- 
tional market  operate  like  the  auction 
market.  It's  not  an  auction  market.  It 
simply  makes  no  sense  to  pretend  that 
when  \ou  buy  or  sell  an\  thing  at 
wholesale,  you  are  doing  so  at  the  re- 
tail price.  Two  tapes  would  reflect 
the  realities  of  the  situation. 

There  are  thousands  of  investment 
houses  now.  How  many  of  them  can 
survive  in  a  changed  situation  like 
that? 

Donaldson:  I  believe  there  will  be 
about  a  dozen  houses  oft^ering  full  fi- 
nancial services.  Then  there  will  be 
specialty  stores.  Macy's  ofl^ers  a  full 
line  of  goods  but  it  leaves  room  for 
specialty  stores  like  TifFany's.  We're  a 
specialty  store.  We  deal  only  with  in- 
stitutions. Goldman,  Sachs  is  a  special- 
ty store;  they're  brokers  only  inci- 
dentalh';  basically,  they're  investment 
bankers.. 

What  will  happen  to  the  small 
trader? 


Donaldson:  I  don't  believe  the  aver- 
age individual  should  attempt  to  de- 
sign his  own  portfolio  these  days.  He  / 
doesn't  know  about  the  companies  he's 
investing  in;  he  doesn't  know  enough 
about  the  condition  of  the  market.  I' 
belie\e  he  should  entrust  his  money  to 
professional  money  managers.  On  the 
whole,  they  can  do  better  for  him  than 
he  can  do  for  himself. 

The  new  commission  rates  proposed 
by  the  exchange  would  cut  into  your 
revenues  severely,  wouldn't  they? 

Donaldson:  If  the  New  York  Stock 
Exchange  continues  in  its  present  pos- 
tuie,  it  may  force  block  houses  off  the 
exchange.  We,  for  one,  would  rather 
negotiate  commission  than  be  limited 
by  the  New  York  Stock  Exchange's 
rate  schedules. 


Dr.  Irwin  Stel- 
zer  of  National 
Economic  Re- 
search Associates 


How  do  you  analyze  the  changes 
that  are  taking  place  in  the  financial 
community? 

Stelzer:  They  are  part  of  the  change 
that  is  taking  place  in  all  regulated 
industries.  What  we  are  seeing  is  the 
breakdown  of  the  monopoly  positions 
of  all  such  industries— the  phone  in- 
dustry, the  airlines,  the  electric  util- 
ities. Even  Comsat  will  soon  no  longer 
be  a  monopoly.  What  we  are  seeing 
is  the  fragmentation  of  the  securities 
market— the  growth  of  the  American 
Stock  Exchange,  the  regional  stock 
exchanges,  the  Third  Market,  now 
there  is  even  a  Fourth  Market. 

Do  you  consider  this  healthy? 

Stelzer:  Nomially,  I'm  against  mo- 
nopoly, but  in  this  case  I  believe  mo- 
nopoly is  better  for  the  investor,  and 
fragmentation  worse.  When  you  have 
a  fragmented  market,  you  have  great- 
er fluctuations  in  price.  I  believe  mo- 
nopoly would  be  all  right,  provided 
it  were  regulated  and  people  had  free 
access  to  joining  the  New  York  Stock 
Exchange. 

You  mean,  provided  the  New  York 
Stock  Exchange  no  longer  was  run 
like    a    private    club?    And    provid- 
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lell  someone  you  like  about  Larks  Gas-lrap  filter. 

Its  an  art  in  itself. 


Can  a  cigarette  filter  be  beautiful? 

We  think  so.  You  see  90%  of  cigarette  smoke  is  made  up  of  gases.  That  makes  the  fact  that  our 
filter  can  reduce  gas  as  well  as  "tar"  and  nicotine,  gorgeous.  And  the  fact  that  It  reduces  certain 
harsh  gases  by  twice  as  much  as  ordinary  filters  Is  downright  avant  garde. 

But  our  masterpiece  Is  the  fact  that  Lark's  unique  gas  reduction  gives  Lark 
a  uniquely  smooth  and  easy  taste. 

So  tell  someone  you  like  about  Lark's  rare  combination  of  hard-v/orking 
Gas-Trap  filter  and  easy  taste.  He'll  know  you're  a  connoisseur. 


ng  Size 
or  lOO's 


As  They  See  it 


cd  also  that  it  admitted  institutions? 

Stelzer:  That's  right. 

Isn't  the  NYSE  ceasing  to  serve  the 
function  for  ichich  it  was  organized? 
It's  no  longer  purely  an  auction  mar- 
ket. The  instUuti07is  tend  to  make 
their  deals  privatelij,  even  though  they 
put  them  through  the  floor. 

Stelzer:  Indi\icluals  still  account  for 
59%  of  the  commissions,  48%  of  the 
dollar  \()lume,  62%  of  the  share  vol- 
ume, and  85'^  of  the  orders. 

But,  the  trend  is  for  institutions  to 
accotint  for  more  and  more. 

Stelzer:  That's  right;  in  fact,  there 
are  some  people  who  say  the  new 
building  the  NYSE  is  putting  up  will 
l^e  the  biggest  basketball  court  in  the 
world. 

William  Donaldson  of  Donaldson, 
Lufkin  6-  jenrette  told  us  that  if  the 
neic  lower  rates  on  institutional  trades 
goes  through,  his  firm  may  quit  the 
exchange. 

Stelzer:  I've  heard  such  talk  but  I 
believe  it's  for  bargaining  purposes. 
Under  the  new  rates,  the  ten  biggest 
ticket  firms  will  still  make  40%  on  in- 
vested capital.  If  they're  complaining 
about  the  new  rates,  it's  because 
they're  getting  50%  now. 

Can  the  small  firms  survive? 

Stelzer:  Some  won't,  some  will  have 
to  merge  with  others.  The  big  prob- 
lem of  nearly  every  brokerage  house 
is  shortage  of  long-term  capital. 

The  obvious  answer  is  public  own- 
ership, but  .some  of  the  brokerage 
houses  oppose  it. 

Stelzer:  Whether  or  not  they  oppose 
it  depends  entirely  on  how  much  long- 
teiTn  capital  they  have  themselves.  If 
they  have  no  need  to  get  money  from 
the  public,  they  don't  want  anyone 
else  to  get  it. 

Why  must  there  be  a  schedule  of 
minimum  commission  rates?  Why 
'■nn'f  ihc  rates  he  made  competitive? 

SiELZER  It  wouldn't  work.  Very 
quickly,  the  rates  that  Merrill  Lynch 
established  would  be  followed  by  ev- 
erybody. You  would  have  rate-fixing 
by  Merrill  Lynch  instead  of  under 
the    supervision    of    the    SEC,    and 


Hamer  Budge, 
chairman  of 
the  Securities  & 
Exchange  Com- 
mission 


the  Justice  Department  would  step  in. 

The  brokerage  houses  have  asked 
the  SEC  for  permission  to  raise  com- 
mission rates  on  small  traders  because 
so  many  of  them  are  in  trouble. 

Budge:  The  industry  brought  its 
troubles  on  itself.  First  of  all,  it  un- 
derestimated the  volume  of  business. 
The  exchange  predicted  that  by  1975, 
as  many  as  10  million  shares  a  day 
would  be  traded.  Less  than  12 
months  after  it  made  this  prediction, 
over  12  million  shares  were  traded  in 
one  day.  The  industry  was  not  pre- 
pared for  this,  and  crushing  back-of- 
fice problems  began  to  develop. 

Aside  from  this  miscalculation, 
ivhat  other  mistakes  did  the  indus- 
try make? 

Budge:  It  hired  too  many  salesmen 
and  not  enough  back-office  workers. 
The  number  of  salesmen  went  up 
like  this  [raising  his  right  hand 
shaiply].  The  number  of  back-office 
workers,  like  this  [raising  it  only 
slightly].  The  salesmen  were  bringing 
in  business  the  back  office  couldn't 
handle.  The  firms  made  another  mis- 
take: They  expanded,  setting  up 
branch  offices  that  were  marginal  or 
lost  money.  When  the  number  of 
shares  was  rising  from  4  million  a  day 
in  1966  to  14  million,  the  overexpan- 
sion  didn't  particularly  hurt.  Then  the 
number  of  shares  dropped  to  10  mil- 
lion, and  the  houses  found  themselves 
with  overhead  they  could  no  longer 
afford. 

There  are  some  people  who  be- 
lieve the  institutions  are  taking  over 
the  market  and  that  some  day  it  no 
longer  will  be  a  true  auction  market, 
since  the  institutions  make  private 
deals. 

Budge:  The  number  of  transactions 
still  is  heavily  weighted  on  the  side 
of  the  small  trader,  and  the  number 
of  individual  traders  keeps  rising. 

Still,  isn't  there  a  possibility  of  the 
vast    majority   of   small   traders   be- 


ing   driven    from    the   stock    market? 

Budge:  We're  going  to  keep  that  from 
happening. 

Don't  you  believe  institutions 
.should  be  permitted  to  buy  seats  on 
the  exchange? 

Budge:  We're  now  making  a  study  to 
see  just  what  would  happen  if  the 
institutions  become  members  of  the 
exchange. 

The  institutions  trade  in  whole- 
sale lots,  and  naturally  they  trade  at 
ivholesale  prices.  Everyone  in  the  in- 
dustry knows  when  this  happens,  but 
the  small  trader  out  in  the  Midwest 
doesn't. 

Budge:  Perhaps  there  should  be  a 
wholesale  window  and  a  retail  win- 
dow. As  you  know,  that  suggestion 
has  been  made. 

With  the  growth  of  the  regional 
exchanges,  there  has  been  a  fragmen- 
tation of  the  market,  making  prices 
more  volatile. 

Budge:  That  is  true.  I  believe  all  the 
regional  stock  exchanges  should  op- 
erate like  the  San  Francisco  and  Los 
Angeles  exchanges,  which  have  one 
tape.  There  should  be  one  tape  for 
all. 


Donald  Regan, 
president  of 
Merrill  Lynch, 
Pierce,  Fenner  & 
Smith 


Merrill  Lynch  has  been  fighting  the 
proposed  new  schedule  of  commis- 
sion rates.  Why? 

Regan:  We  are  in  favor  of  a  mod- 
erate increase.  There  has  been  no 
change  in  rates  since  1958.  Mean- 
while, all  costs  have  gone  up,  ours  as 
well  as  everybody  else's.  We  feel 
there  is  a  need  for  an  increase,  but 
we  don't  befieve  the  individual  trad-  i 
er  should  bear  all  the  cost.  The  man  ' 
who  trades  100  to  200  shares  is  nec- 
essary for  the  continuity  and  liquidity 
of  the  market.  There  is  a  danger  of 
pricing  him  out  of  the  market.  If  that 
happened  you  wouldn't  have  a  viable 
exchange.  It  would  be  dominated  by 
the  big  blocks  or  else  the  Third  and 
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Fourth  Markets  would  take  over  the 
function  of  the  exchange. 

On  the  other  hand,  you  do  have 
to  consider  the  fact  that  many  of  the 
brokerage  houses  are  losing  money. 

Regan:  We  don't  beheve  the  sched- 
ule should  be  defined  to  protect  the 
ineEBcient. 

You  had  a  drop  in  earnings  last 
year,  but  you  didn't  lose  money  or 
come  close  to  losing  it.  How  come? 

Regan:  What  helped  us  was  diversi- 
fication. Yes,  the  stock  e,\change  busi- 
ness was  flat  in  1969,  but  we  had 
our  best  year  ever  in  underwriting, 
in  U.S.  Government,  corporate  and 
municipal  bonds,  in  commodities. 
We're  continuing  to  diversify.  We've 
acquired  Lionel  D.  Edie,  economic 
c-onsultants;  we've  gone  into  mutual 
funds  and  real  estate. 

/.$  there  any  hope  for  the  survival 
of  the  smaller  firms? 

Regan:  There  are  mergers  going  on. 
That  could  be  the  trend  of  the  fu- 
ture. A  certificateless  society  could 
bring  our  costs  down  greatly.  What 
need  do  the  institutions  have  for  stock 
certificates? 

Some  firms  have  said  that  if  com- 
missions on  wholesale  trades  are  low- 
ered, they'll  quit  the  exchange.  They 
.say  they  can  do  better  negotiating 
commis'sions. 

Regan:  They  already  negotiate  them. 
You  must  remember,  these  are  min- 
imum commissions  we're  talking  about. 
There's  nothing  to  prevent  anyone 
from  negotiating  higher  commissions. 

You're  going  public  .  .  . 

Regan:  There's  a  problem  of  capital 
ift  Wall  Street.  Firms  have  gotten  in- 
to trouble  because  they  didn't  have 
enough  capital.  Going  public  is  de- 
signed to  solve  that  problem.  It  will 
give  us  better-run  firms.  When  the 
houses  are  forced  to  reveal  their  rev- 
enues and  costs,  managements  will 
have  to  tighten  up. 

How  do  you  feel  about  admitting 
institutions  to  membership  on  the  ex- 
change? 

Regan:  Any  member  of  the  exchange 
should  be  primarily  engaged  in  the 
securities   business.   I'm   talking  now 


about  the  parent  company,  not  a  sub- 
sidiary. Sears,  Roebuck  is  not  pri- 
marily engaged  in  the  securities  busi- 
ness. Insurance  companies  are  not. 
They  should  not  be  able  to  join,  nor 
should  their  subsidiaries,  even  if  the 
subsidiaries  are  primarily  engaged  in 
the  securities  business.  I  welcome 
First  Boston  to  membership,  but  not 
an  insurance  company.  Financial  con- 
glomerates should  be  permitted  to 
join. 

Of  course,  I  would  change  my  mind 
if  Merrill  Lynch  were  permitted  to  ac- 
quire an  insurance  company. 


Charles  E. 
Voungbfood, 
vice  president 
Morgan,  Olm- 
stead,  Kennedy 
&  Gardner 


You've  been  talking  about  creating 
a  publicly  owned  stock  exchange  .  .  . 

YocNCBLOOD:  Yes,  we're  going  to  put 
the  New  York  Stock  Exchange  out  of 
business. 

Why  do  you  feel  a  publicly  owned 
exchange  is  needed? 

Youngblood:  Principally  because,  as 
the  recent  bull  market  showed,  the 
manual  execution  of  orders  by  brokers 
on  the  floor  of  the  NYSE,  together 
with  the  manual  operation  of  the  spe- 
cialists' books,  becomes  an  insurmount- 
able problem  when  the  number  of 
shares  traded  exceeds  10  million  a  day. 
There's  no  way  of  avoiding  paper 
jams.  Another  bull  market  will  create 
such  chaotic  conditions  that  a  number 
of  important  firms  will  go  under. 

How  do  you  propose  to  end  the 
paper  jam.s? 

Youngblood:  Through  automation. 
No  other  business  lends  itself  in  such  a 
uniquely  felicitous  way  to  elec- 
tronic data  processing  as  the  invest- 
ment business. 

Why  must  your  new  exchange  be 
publicly  owned? 

Youngblood:  Because  of  the  huge 
amount  of  capital  required,  and  not 
merely  for  the  equipment.  If  you're 
going  to  have  a  fully-automated  sys- 
tem, you'll  have  to  automate  the  func- 
tion of  the  specialist.  The  system  must 


be  programmed  to  maintain  orderly 
markets.  The  exchange  itself  will  have 
to  assume  the  role  of  the  specialist. 
And  that  will  take  money— scores  of 
millions  of  dollars. 

There's  been  talk  of  the  brokerage 
houses  automating  themselves. 

Youngblood:  That  will  be  beyond  the 
means  of  many  firms.  Also,  you  will 
end  up  with  a  hodgepodge  of  systems, 
some  good,  some  downright  bad. 

You've  been  quoted  as  saying  you 
believe  brokerage  houses  shouldn't  be 
publicly  owned. 

Youngblood:  It's  not  that  I  believe 
they  shouldn't  be  publicly  owned;  it's 
that  when  brokers  start  going  public, 
they  become  just  another  investment 
vehicle  to  the  public,  and  many  of 
the  criteria  which  the  investing  public 
have  traditionally  applied  to  securities 
in  general  would  be  telling  against  the 
securities  investment  firms.  Most  cycli- 
cal companies  rarely  command  much 
of  a  multiplier,  and  we're  the  most 
cyclical  of  industries.  Also,  the  quality 
of  management  in  our  industry  is  no- 
toriously bad.  And  this  relates  to  the 
fact  that  they  have  always  been,  up 
to  now,  dominated  by  relatively  few 
monied  partners.  The  whims  of  these 
partners  pretty  largely  determined  pol- 
icy within  the  firm. 

Even  .so,  do  you  think  more  broker- 
age houses  will  go  public? 

Youngblood:  I  think  ultimately  yes, 
and  I  think  they  have  to.  We've  got  to 
get  the  industry  more  capitalized  and 
we've  got  to  make  the  industry  more 
responsive  to  the  interests  of  outside 
shareholders.  Like  how  will  you  jus- 
tify internal  management's  taking  posi- 
tions in  small  deals  that  are  offered  to 
the  firm  but  are  not  really  suitable  to 
the  firm?  You'll  be  subject  to  a 
shareholders'  suit  every  time  you  do 
it.  And  yet  it's  some  of  these  small 
deals  not  suited  to  the  firm  itself  that 
turn  out  to  be  the  most  successful  for 
the  partners. 

Earlier  you  said  that,  if  there  is  an- 
other hull  market,  it  will  create  .such 
chaotic  conditions  that  more  firms  will 
go  under.  At  what  volume  do  you  see 
this  happening,  and  how  many  bro- 
kerage houses  in  the  nation  do  you 
think  are  vulnerable? 

Youngblood:  Would  you  believe  50 
houses?  I've  repeatedly  heard  that  be- 
tween 40  and  50  houses  are  in  trou- 
ble. Give  us  a  15-milIion  share  day, 
where  half  of  it's  the  public,  and  we 
could  be  back  in  the  soup.  ■ 
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The  Country  Bank  &  the  City  Bank 

Never  the  twain  shall  meet?  Quite   the  contrary. 
Marine  Midland  is  a  remarkable  combination  of  both. 


Ik  the  stock  market  were  the  sole 
judge.  Marine  Midland  Banks  would 
be  just  an  average  banker.  The  market 
says  its  stock  is  worth,  at  recent  prices, 
just  11  times  earnings,  substantially 
less  than  the  price/earnings  ratio  com- 
manded by  better-known  institutions 
like  BankAmerica  Corp.  (13.6  times), 
Chase  Manhattan  (14.9)  and  First 
National  City  (14.6). 

But  the  market's  judgment  aside. 
Marine  Midland  happens  to  be  the 
most  profitable  major  banking  com- 
pany in  the  nation  and  one  of  the 
fastest  growing.  In  the  last  five  years 
it  has  increased  profits,  before  securi- 
ties transactions,  an  average  of  14.5% 
a  year,  raising  its  return  on  stockhold- 
ers' equity  from  11.7%  in  1964  to 
15.6%  in  1969.  That  put  it  comfortably 
ahead  of  BankAmerica,  which  earned 
14.7%  on  its  equity  last  year;  First 
National  City,  which  earned  13%;  and 
Chase  Manhattan  with  11.8%. 

Marine  Midland,  though  huge  ($6.6 
billion  in  as.sets),  isn't  as  well  known 


as  many  of  its  rivals.  It's  a  holding 
company  with  42%  of  its  assets  con- 
centrated in  New  York  City,  the  rest 
scattered  throughout  New  York  State. 
That  curious  blend  of  big  city  and 
country  banking  is  one  of  the  reasons 
for  the  company's  success. 

"You  can  find  a  year  when  the  New 
York  City  banks  outperform  Marine 
Midland,"  says  Arthur  B.  Ziegler,  the 
company's  senior  vice  president  for 
corporate  affairs.  "You  can  find  a  year 
when  some  country  banks  outperform 
us.  But  when  you  take  all  the  banks 
as  a  pack,  we  always  seem  to  be 
pretty  well  up  on  the  list." 

Lately  both  city  and  country  have 
made  their  contributions.  Marine's 
most  dramatic  growth  in  recent  yeai^s 
has  come  from  its  big  wholesale  bank 
in  Wall  Street,  the  Marine  Midland 
Grace  Trust  Co.  Net  income  there  has 
leaped  243%  to  $13.8  million  since 
1965,  partially  due  to  the  acquisition 
of  Grace  National  Bank,  which  beefed 
up  Marine  Midland's  trust  and  inter- 


Some  Start.  The  idea  of  Ma- 
rine Midland,  a  holding  compa- 
ny that  would  encompass  both 
country  and  city  banks  like 
those  in  Malone  (left)  in  north- 
ern New  York  and  New  York 
City  (below),  came  from  Buffalo 
banker  George  Rand.  Just  be- 
fore the  1 929  crash.  Rand  sold 
$57  million  in  new  stock.  As  oth- 
er banks  failed,  Rand  had  mon- 
ey to  shore  up  his  1 7  original 
banks  and  to  buy  1 3  more. 


national  departments.  But  that  growth 
accounts  for  only  about  one-third  o£ 
Marine's  total  earnings  growth  in  the 
past  four  years.  The  rest,  of  course, 
comes  from  the  country. 

"Upstate  we're  primarily  in  retail 
banking, "  Ziegler  points  out.  "Only 
about  25%-30%  of  our  total  loans  there 
are  tied  to  the  prime  rate.  In  the  New 
York  City  bank,  I  would  say  the  per- 
centage is  something  over  75%."  Its 
upstate  loans,  of  course,  earn  a  signifi- 
cantly higher  average  interest  rate  be- 
cause those  rates  are  scaled  upward 
from  the  prime  rate. 

Service  Pays  Off 

To  make  things  even  better,  the 
Marine  has  continued  to  get  its  money 
upstate  cheaply.  Demand  deposits  rep- 
resent interest-free  money  for  loans; 
and,  says  Ziegler,  "our  demand  de- 
posits have  held  up  quite  well." 

"We  work  hard  trying  to  serve  the 
small  businessmen,"  he  goes  on.  "If 
you  take  care  of  them,  they  stay  with 
you  when  they  get  big.  When  larger 
corporation  treasurers  were  getting 
very  'sophisticated'  about  utilizing 
their  funds,  we  had  a  lot  of  small  busi- 
nesses that  didn't  pull  down  their 
balances." 

The  country  banks  have  provided 
still  another  plus.  "Some  of  them  are 
almost  savings  banks,"  Ziegler  notes, 
but  without  the  restrictions  on  lending 
that  apply  to  ordinary  savings  banks. 
Marine's  upstate  banks  have  as  much 
as  60%  of  their  deposits  in  the  savings 
area,  compared  with  34%  for  the  New 
York  City  bank.  The  4%  interest  paid 
recently  on  those  savings  accounts  has 
been  modest  indeed  compared  with 
the  12%  rates  the  banks  have  been 
able  to  charge  on  consumer  loans.  And 
whatever  part  went  as  prime  business 
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THE  RADIAL  REVOLUTION.  We  have 
to  o.vn  up.  We  started  it. 

Vv'ay  back  in  1948. 

Do  you  recall?  It  was  the  year  we 
.ritroduced  the  Michelin-X  Radial  Tire. 

What  have  we  been  doing  since  that 
revolution  in  1948? 

Testing  and  perfecting,  of  course. 
You  can't  start  sonnething  revolution- 
ary like  this  unless  you're  prepared  to 
make  it  work  better  and  better. 

Now  the  Michelin-X  tire  stands  out 
as  the  pace-setter,  the  steel  radial 
tire  the  others  have  to  measure  them- 
selves against. 


What  does  this  mean  to  you  in  plain 
simple  facts? 

The  Michelin-X  Steel  Radial  tire  is 
first  of  all  built  for  today's  hi-speed 
turnpike  driving.  Its  revolutionary  radial 
construction  combined  with  the  unique 
steel  safety  belt  beneath  the  tread  vir- 
tually eliminates  dangerous  heat  blow- 
outs and  punctures. 

Michelins  grip  the  road  better  no 
matter  what  the  speed  or  condition  of 
the  surface. 

We  guarantee  in  writing  at  least 
40,000  miles  on  our  Michelin-X  treads. 
Four  to  one  as  compared  to  most 


"ordinaries"  is  not  unusual. 

We're  proud  we  can  make  such  a 
guarantee.  We're  proud  of  our  world 
leadership  in  new  tire  improvements. 

And  we're  even  happy  to  say  it .  .  . 

We're  proud  we  start  revolutions. 

WRITE   OR   CALL   COLLECT   FOR 
COMPLETE  DETAILS 
ON    OUR    REVOLU- 
TIONARY MICHELIN-X 
RADIAL  TIRES. 

Now  original  equip- 
ment on  the  Lincoln 
Continental  Mark  III. 


WORLD  IMDERSHIf 
IN  TmE  IMNOVMION 


"llMielln  ffiuntfcc  temn  40.000  mite  iread  life,  defects  In  warkmanshlp  ind  materials  and  nonnal  road  hazards  (excluding  repairable  panduret).  Is  limited  to  free  repair,  or  credit  or  refund  eaual  to  original  purrtiase 
""*!•  ■■Mplled  br  percemase  of  cuaranteed  mlkage  not  run  (at  Mlchelin's  optltw),  and  li  conditioned  upon  um  *Uh  "Alrstop"  tubes  (Khere  applicable)  and  oon-eomoiercial  use  on  passenger  car  or  station  wagon." 


2500   MARCUS  AVE.,  LAKE  SUCCESS,  NEW  YORK  11040  •  516-488-3500 
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^6495  buys 

you  a  perfect 
memory. 


From  Bell  &  Howell:  a 
solid-state  AC/DC  cassette 
player/ recorder  that  lets 
you  record  anything,  even 
phone  conversations.  Just 
attach  the  pick-up  to  your 
telephone  (in  states  where 
legal),  and  your  conversa- 
tion is  recorded  verbatim. 
(It's  a  good  idea  to  tell  the 
other  party  that  you're  re- 
cording.) Model  2395  also 
records  live  with  a  micro- 
phone, and  plays  pre- 
recorded cassette  albums. 
The  exclusive  Audio  Eye™ 
changes  color  to  show  you 
what  the  unit's  doing.  And 
the  keyboard  controls 
assure  easy  operation.  For 
the  dealer  nearest  you,  call 
toll-free:  800-243-6000. 

consumER  aEcmomcs  DMSon 


BellbHoiuell 
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loans  aLso  had  a  healthy  spread  last 
\'ear  \\hen  the  prime  rate  hit  an  all- 
time  high  of  8)2?. 

Marine  Midland  luis  also  reaped  the 
benefits  of  being  one  of  the  first  banks 
to  leverage  its  earnings  with  debt.  To- 
day, it  has  long-teim  debt  totaling 
8150  million,  nearly  one-third  of  its  to- 
tal capital  fnnds,  while  Bank.\merica. 
b\  contrast,  has  none.  (Lexerage  ma\ 
explain  wh\  Marine  Midland  has  a 
hightr  return  on  equit\-  then  Bank- 
America,  but  it  doesn't  explain  its  lead 
o\er  Chase  Manhattan,  which  is  lever- 
aged nearlv  as  much.) 

\\'hen  Marine  Midland  went  into 
debt,  it  didn't  go  halfwa>-.  "Our  domes- 
tic debentrues  [S120  million]  don't 
ha\e  sinking  funds, "  sa\"S  Ziegler. 
■■\Mien  \ou  need  the  monex,  what's 
the  sense  of  paying  it  off?  If  you  do, 
\ou're  losing  ground. "  In  other  words. 
Marine  Midland  wants  pemianent  lex- 
erage. And  when  the  debentures  come 
due?  '■\\'e  11  refinance, "  he  answers. 

First  To  Err 

Management  also  took  the  company 
into  new  banking  areas— leasing,  sell- 
ing computer  services  to  customers, 
charge  cards— faster  than  the  competi- 
tion. "We  went  into  the  charge  cards 
in  the  early  Fifties, "  sa\s  Ziegler.  "We 
made  all  the  mistakes  in  the  book,  but 
we  made  them  before  the  others  did. 
In  1958  we  put  the  business  across 
New-  York  State,  and  we  had  it  pretty 
much   to  ourselves  for  a  long  time." 

The  big  question  facing  Marine 
Midland  now  is  whether  or  not  it  can 
keep  up  its  rapid  growth.  The  com- 
pany thinks  it  can,  and  has  budgeted 
a  lb?  profits  gain  for  1970,  though 
conceding  that  it  may  be  a  rough 
year  generalK'.  Now  it  may  have  to 
lower  its  aim  a  bit  more.  The  Federal 
Reserve  earh-  this  year  raised  the  in- 
terest rates  banks  can  pay  on  savings 
deposits,  and  New  York  City  banks 
quickh  went  to  the  new  limits.  And 
then  the  margin  also  was  trimmed  from 
the  other  end  last  month  when  the 
prime  rate  was  cut  to  8?. 

"So  now  we  may  be  talking  about  a 
5%  or  6%  earnings  increase  for  the 
>ear, "  says  Ziegler.  The  ke>  could  be 
what  happens  to  savings  rates  upstate: 
"It  ma\-  be  late  in  the  interest-rate 
cxcle  for  those  rates  to  go  up,"  he 
adds  hopefully. 

Marine  Midland  also  is  getting 
tougher  competition  upstate  as  bank 
holding  companies  like  Charter  New 
York  and  Bankers  Trust  buy  into  its 
markets.  Marine,  with  a  40-year  head- 
start,  professes  not  to  be  much  wor- 
ried. And  even  if  upstate  does  falter, 
Marine  has  a  rapidly  growing  .  city 
bank  to  help  it  oxer  any  rough  spots. 
Isn't  that  just  xvhat  a  partner  in  a 
ideal  marriage  is  supposed  to  do?  ■ 
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In  a  world  where  the  price  of  stocks,  or 
pper,  or  oil  or  something  is  going  up  and  down, 
^re  is  one  thing  that  remains  constant 

Women. 

They  always  want  to  look 
ihiohable.  ■  ** 

And  for  years  while  the  stock 
irket  has  been  actmg  like  a  roller 
aster,  the  home  sewing  market  has 
^n  acting  like  a  rocket. 

More  women  and  teen-asers  are 
ving  today  than  ever  before.  In 
t,  there  are  more  than  45  million 
Tie  sewers  today.That's  what 
kes  the  home  sew  ing  market 
lore  than  2  billion  dollar 
ustr\'  that's  still  grow  ing. 
■  know,  we're  the  Simplicity 
tem  People,  and  we've  seen 
home  sewing  market  grow  by 
38  and  bounds.  In  fact,  we've  been 
lajor  force  behind  it. 

Sewing -is  no  longer  a  pastime 
just  the  middle  aged  or  the  econ- 
y  minded. 

It's  now  the  pastime  for  young 
nen  of  all  ages. 

The  average  age  of  the 
nan  who  sews  is  23  plus.  And 
ill  be  the  young  people  of  this 
ntr\'  who'll  make  this  industry 
ak  all  records.  And  even 
igh  Simplicity  is  just  one 
:  of  this  large  and  growing 
jstrv,  we've  taken  a 
iership  role. 

Over  the  years  we've  established 
Bducational  prograni  with 


Home  Economics  Departments  in  schools 
across  the  country  to  teach  over 
SVi  million  girls  to  sew  every  year. 

But  the  educational  program  is  just  one  of 
our  efforts.  We  spend  millions  in  advertising  to 
constantly  keep  home  sewing  in  women's 
minds.  And  in  addition  to  the  millions  of 
women  we  reach  through  advertising,  we 
also  reach  many  more  millions  through  the 
fashion  pages  of  leading  national  magazines. 
We  at  Simplicity  also  publish  our  own 
group  of  fashion  magazines  aimed 
at  the  home  sewer.  In  fact,  one  of  our 
publications,  the  Simplicity  Fashion 
News  has  a  monthly  distribution  of 
20  million  copies. 

And  that  makes  it  the  largest 
circulated  single  interest  publication 
in  the  world. 

It's  efforts  like  these  that  have 
given  Simplicity  record  sales  for 
18  consecutive  years.  In  the  past 
five  years  alone  our  sales  have 
doubled  and  our  profits  more  than 
doubled.  And  our  1969  sales  were  up 
over  23%  reaching  a  new  high  of 
$72.8  million,  with  a  record  operating 
profit  of  $2. 1 1  "a  share. 

Even  though  hem  lines  are  down, 
things  are  looking  up  for  us  at 
Simplicity. 

If  you'd  like  to 
learn  what  Simplicity^ 
expects  for  the 
future,  write  for 
our  1969  Annual  Report. 
We'll  be  happy  to  send  it  to  you. 

Simplicity  Pattem  Co.  Inc. 
200  Madison  Ave.,  N.Y.,N.Y.  1001 
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The  only  thing  that  mopped  in  our  market 

u^as  a  hemline. 


Inland  Steel's  Give  and  Take 

What's  the  connection  between  tin  cans  and 
mobile  homes?  At  Inland  Steel,   very  close. 


When  a  company  pays  a  fancy  price 
to  break  into  a  brand  new  field,  and 
then  dumps  a  $45-million-a-year  busi- 
ness it  has  had  for  decades,  one  as- 
sumes it  did  so  from  a  lively  sense 
of  future  benefit.  Inland  Steel  did  so 
recently  by  announcing  that  it  will 
phase  out  production  of  tinplate 
(used  in  can  making)  this  fall;  the 
announcement  came  little  more  than 
two  weeks  after  completion  of  its  ac- 
quisition of  Scholz  Homes  Inc.  Lag- 
ging profitability  was  the  basis  for  the 
tinplate  divestiture,  growth  potential 
the  basis  for  the  Scholz  diversifica- 
tion. The  costs,  in  lost  market,  cash 
and  stock  dilution,  are  high.   So  are 


Inland  Steel's  expectations  for  Scholz. 
Not  only  had  Inland's  tinplate  pro- 
duction long  been  relatively  unprofit- 
able, more  important,  as  Inland's  ar- 
ticulate President  Frederick  G.  Jaicks 
puts  it,  "We  were  kids  from  the 
country  in  this  game. "  When  U.S. 
Steel,  Bethlehem  and  National  pro- 
duce over  80%  of  U.S.  tinplate.  Inland 
was  in  a  game  that  only  the  rich  can 
play.  With  the  market  increasingly 
going  to  tin-free  steel,  Jaicks  esti- 
mates Inland  would  have  had  to  invest 
$6  million-$12  million  in  tin-free  facili- 
ties just  to  be  competitive.  And 
the  company  was  in  the  throes  of 
completing    a    brand-new    cold-rolled 


Moving  In.  Inland's  goal  these  days  is  to  realize  half  or  more  of  its 
income  from  nonsieel  sources.  Scholz  Homes  should  account  for  much 
of  this.  About  half  of  Scholz'  sales  come  from  prefabricated  and 
residential    housing,    the    remaining    sales    come    from    mobile    homes. 


steel  complex,  due  to  begin  operation 
this  fall,  whose  cost  was  running  well 
over  $100  million.  Then,  with  the  tin 
mill  still  onstream,  there  would  be 
insufficient  feed  for  this  complex,  ne- 
cessitating an  estimated  $60-million  in 
new  slab  facilities. 

Big  Step  Forward? 

But^  Inland  did  not  merely  beat  a 
strategic  retreat.  By  laying  out  close 
to  $65  million  in  cash,  convertible 
preferred  and  debt  retirement  for 
ScTiolz  Homes,  a  designer  and  pro- 
ducer of  mobile,  prefabricated  and 
residential  housing,  it  also  diversified 
into  an  area  of  great  potential  growth. 
"Some  people  say  we  paid  too  much 
for  Scholz,"  says  Jaicks.  "The  scores 
won't  be  in  for  five  or  ten  years." 

What  Jaicks  plans  to  do  is  increase 
Scholz'  sales  to  the  $300-million 
range  within  ten  years.  That  may 
seem  a  lot,  but  consider  Scholz'  cre- 
dentials: tripled  sales  in  the  past  five 
years,  to  $58.4  million  last  year;  eight 
plants;  sales  representatives  in  31 
states;  and  now  Inland's  resources  to 
assist  future  growth. 

Where  Inland  will  end  up  in  steel 
is  less  clear.  About  4.5%  of  Inland's 
1969  steel  shipments,  or  some  200,000 
tons,  were  in  tinplate,  accounting  for 
an  estimated  $45  million  of  sales.  To 
maintain  its  share  of  total  industry  out- 
put. Inland  will  need  to  make  up  the 
lost  tonnage  in  other  products— pre- 
cisely at  a  time  when  a  predicted  soft- 
ening in  demand  for  steel  could  also 
mean  a  softening  in  prices. 

Jaicks  is  confident  that  Inland  can 
bridge  the  gap,  principally  in  cold- 
rolled  products,  where  he  estimates 
Inland  now  enjoys  7.5%-8%  of  the  mar- 
ket. Inland  has,  he  points  out,  more 
than  held  its  own  in  the  past  decade 
in  the  face  of  increased  competition 
in  its  Midwe.st  marketing  area.  In 
1960  Inland  shipped  5.2%  of  the  in- 
dustry's steel  vs.  5.4%  in  1969.  And 
Forbes  22nd  .Annual  Report  on  Amer- 
ican Industry  (Jan.  1)  shows  Inland's 
five-year  average  sales  growth  was 
4.2%,  above  the  steel  iiulustry's  3.7% 
axerage  and  greater  than  any  Big 
Eight  steel  producer  except  Annco. 

H()we\'er,  Inland's  new  $100-mil- 
lion-plus  cold-rolled  complex,  its  long- 
term  hope  for  maintaining  market 
share,  could  also  be  a  real  short-tenn 
problem.  If  start-up  costs  for  this  com- 
plex follow  the  pattern  for  new  facili- 
ties (Forbes,  Feb.  15  and  Mar.  15), 
Inland  may  be  faced  w  ith  additional 
expense  of  perhaps  $25  million. 

Yet  the  balance  does  fa\or  the  tin- 
plate  divestiture;  Inland  seems  better 
of!  out  of  this  business.  And  if  it  can 
realize  the  considerable  potential  of 
the  Scholz  accjuisition,  the  cost  will 
have  been  low  indeed.  ■ 

FORBES,   APRIL    15,    1970 
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There's  no  end 
of  the  line 
at  Union  Pacific 


COMPUTER 
CONTROL 

Expertly-trained, 
efficiency- 
minded  people 
working  with 
space-age 
machinery  to 
serve  you  best 
...uncovering 
new  ways  to 
serve  you  better. 


INDUSTRIAL 
DEVELOPMENT 

Write  for 
confidential 
information 
about  prime 
sites  in 
Mid-Western, 
Mountain,  and 
Pacific  Coast 
states,  to 
Edd  H.  Bailey, 
President, 
Union  Pacific, 
Omaha,  Nebr. 
68102, 


American 

business 

has  a  new 

90  sign 


t 


It  may  tell  you  whei 


m 


D  take  your  vacation. 

.  Won't  it  be  great  when  you  can  know  weeks  ahead  what  the 
weather  is  going  to  be?  You  can  plan  your  vacation  so  you  won't  be 
rained  out.  If  we  could  predict  the  weather  just  five  days  ahead,  it 
would  save  American  industry  billions  of  dollars  a  year. 

One  important  element  that  has  been  missing  in  our  forecast- 
ing is  exact  knowledge  of  what  the  great  "weather- breeder"  is  doing. 
The  oceans  cover  two- thirds  of  the  earth's  surface  and  what's  hap- 
pening out  there  is  what  largely  affects  our  weather  back  here.  The 
ocean  data  stations  will  tell  us. 

Built  by  General  Dynamics  for  the  Office  of  Naval  Research, 
these  oceanographic  "weather  bureaus"  will  transmit  reports  on 
winds,  dew  point,  air- sea  temperature  differences,  solar  radiation, 
barometric  pressure  and  rainfall. 

Each  forty- foot  structure  and  its  four- mile- deep  tether  line 
contains  more  than  200  advanced  electronic  devices  that  measure 
and  transmit  weather  data  up  to  2,500  miles— and  can  continue 
transmitting,  un tended,  for  as  long  as  two  years.  It  can  remain  on 
station  and  transmit  in  winds  up  to  160  miles  per  hour  and  in  seas 
60  feet  high. 

In  the  not- too- distant  future,  a  worldwide  weather  watch  is 
envisioned,  with  himdreds  of  data  stations  dotting  the  oceans,  work- 
ing with  satellites  and  other  weather  detection  devices. 

The  ocean  data  station  is  just  one  example  of  what  technology 
can  accomplish  when  it's  handed  a  problem.  At  General  Dynamics 
we  put  technology  to  work  solving  problems  from  the  bottom  of 
the  sea  to  outer  space... and  a  good  bit  in  between. 
GENERAL  DYNAMIl 
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Miniature  gueridon  in  the  Louis  XVI  style.  Table  is  centered  by  circular  mosaic  of  opals  surrounded  by  rock 
crystal  and  set  in  fluted  border  with  cross  bandings  of  red  and  yellow  gold  with  green  gold  sprays  and  garlands. 
By  Carl  Faberge,  Jeweler  to  the  Czars  of  All  the  Russias.  From  the  Forbes  Magazine  Collection  of  Faberge. 


Carl  Faberge  knew  his  business. 

Forbes  Magazine  knows  its  business. 

Which  is  your  busines.s. 

Today  over  600,000 
executives  subscribe  to  Forbes. 


An  additional  million  read 
every  issue. 

Circulation  and  advertising 
revenues  are  at  an  all-time  high. 

And  still  growing. 


Forbes  Magazine  readers  don't  just 
own  American  business. 

They  run  it.  ]/k 

Forbes:  capitalist  tool 
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'He's  I nsu red-Sock  It  to  Himr 


Juries  are  doing  Just  that  on  product  and  professional  liability  suits— to  the 
despair  of  insurance  companies  and,  ultimately,  the  detriment  of  consumers 


In  Mi.^n  a  jury  awarded  SI. 5  million 
to  a  woman  who  sued  two  physicians 
and  the  Victoria  Hospital,  charging 
they  had  made  her  a  paraplegic  by 
overdosing  her  with  drugs. 

•  .\n  Illinois  jur>-  awarded  $930,000 
to  a  woman  who  was  blinded  when 
a  can  of  plumbing  drain  cleaner  e.x- 
ploded  in  her  face. 

•  The  ill-fated  Corvair  already  has 
cost  General  Motors'  insurance  compa- 
nies undisclosed  millions  in  settle- 
ments arising  from  accidents. 

•  Thalidomide  damage  awards 
against  companies  that  manufactured 
the  drug  also  have  run  into  millions 
of  dollars. 

Cases  like  these  once  were  a  rarity, 
awards  like  these  rarer  still.  Now  they 
have  become  commonplace.  In  this 
age  of  consumerism,  the  law  has  shift- 
ed the  burden  of  proof  from  plaintiff 
to  defendant.  Caveat  emptor  has  be- 
come caveat  vendor,  let  the  aeller  be- 
uare.  And  juries,  with  inflamed  mem- 
ories of  a  doctor  who  refused  to  make 
a  house  call  or  a  toy  that  maims,  are 
more  and  more  inclined  to  soak  the 
defendant.  The  attitude  is:  If  a  man 
or  a  manufacturer  makes  a  mistake, 
let  him  pay  for  it.  Anyway,  he's  prob- 
ably insured. 

The  attitude  is  human  enough,  but 
it  is  ending  by  costing  everyone  mon- 
ey—everyone, that  is,  except  for  some 
very  smart  negligence  lawyers.  The 
immediate  cost  is  to  the  insurance 
companies  that  write  general  liability 
policies,  where  insurance  written 
against  product  and  professional  lia- 
bility is  grouped.  But  the  ultimate 
bills  are  paid  by  every  professional 
man,  by  every  manufacturer,  and  by 
everv  consumer. 


As  recently  as  1966,  the  general 
liability  line  of  business  was  comfort- 
ably in  the  black.  In  1967,  as  the  age 
of  consumerism  dawned,  it  plunged 
into  the  red— and  it  has  been  going 
deeper  ever  since.  This  line  now  is 
one  of  the  bigger  money  losers,  reach- 
ing nearly  $80  million  last  year. 

In  1968,  Aetna  Life  &  Casualty 
paid  out  $10  million  more  than  it  took 
in  on  medical  malpractice  policies 
alone,  and  IN  A  Corp.  lost  $17.5  mil- 
lion from  nonautomotive  liability.  Oth- 
er insurance  companies  had  similar 
experiences. 

More  Red  Ink 

Looking  ahead,  the  industry  can 
see  only  more  red  ink.  The  number  of 
miscellaneous  liability  cases  has  been 
skyrocketing.  In  1963,  an  estimated 
50,000  product  liability  suits  were 
filed.  They  are  now  being  filed  at  a 
rate  of  about  500,000  annually.  Some 
experts  expect  as  many  as  20,000  pro- 
fessional malpractice  suits  to  be  filed 
this  year. 

Naturally,  the  number  of  those  seek- 
ing miscellaneous  liability  insurance 
also  is  growing.  Net  premiums  writ- 
ten on  miscellaneous  liability  was 
close  to  $1  billion  in  1968,  the  last 
year  for  which  figures  are  available. 
This  is  not  nearly  as  much  as  the  $7 
billion  in  net  premiums  written  on 
auto  liability,  but  one  insurance  man 
predicts:  "By  the  late  Seventies,  non- 
automotive  liability  could  exceed  auto 
liability,  at  the  rate  at  which  product 
liability  and  malpractice  liability  are 
growing."  Sound  far-fetched?  Not  if 
Congress*  passes  a  bill  which  would 
have  the  Justice  Department  file  class 
suits  for  the  public. 


Since  many  malpractice  policies  lose 
money,  a  number  of  insurance  compa- 
nies are  quitting  the  business  or  reduc- 
ing their  exposure.  Ten  years  ago, 
there  were  about  100  companies  writ- 
ing individual  medical  malpractice  in- 
surance. Today  there  are  less  than  10. 
The  rest  write  primarily  group  policies. 
Aetna's  casualty  company  last  year 
curtailed  operations  in  Pennsylvania, 
and  Chicago's  Continental  Casualty 
got  out  of  individual  medical  mal- 
practice but  the  company  still  han- 
dles medical  group  policies. 

The  companies  that  remain  in  the 
business  are  raising  premiums  at  a 
rate  that  has  professional  men  gasp- 
ing. In  some  states,  medical  malprac- 
tice premiums  have  tripled  in  little 
over  2/2  years.  In  California,  where 
medical  malpractice  suits  are  most 
common  and  juries  most  generous, 
premiums  rose  50%  to  100%  last  year, 
on  top  of  a  similar  raise  the  year  be- 
fore. A  high  grade  California  surgeon 
has  to  pay  $4,600  a  year.  A  poor  risk 
surgeon  may  have  to  pay  three  or 
four  times  as  much;  and  there  is  a 
good  chance  that  he  won't  be  able  to 
buy  insurance  in  the  U.S.,  no  matter 
what  premium  he  is  willing  to  pay.  He 
may  have  to  get  insurance  abroad. 

Architects  and  engineers  face  simi- 
lar problems.  Premiums  have  doubled 
in  the  last  two  years.  In  fact,  says 
Ray  Johnson  Jr.,  a  vice  president  at 
Aetna  Insurance  Co.,  a  subsidiary  of 
Connecticut  General,  "Some  poor  risk 
architects  are  having  trouble  getting 
placed  at  all. "  Thomas  Tucker  of 
CNA  Financial  Corp.  concurs,  add- 
ing: "We  and  a  number  of  insurance 
companies  have  lost  a  helluva  lot  of 
money   in    insuring   members   of   the 


Let  The  Surgeon  Beware.  And  particularly  in  Los  An- 
geles, where  an  estimated  10%  of  the  approximately 
J  1 ,000  physicians  were  sued  for  malpractice  last  year. 


Let  The  Company  Beware.  The  most  publicized  prod- 
uct liability  case  involved  the  Corvair.  The  charge,  made 
originally  by  Ralph  Nader:  The  car  was  badly  designed. 
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San  Diego:  research  mecca. 

San  Diego  County  is  one  of  the  nation's  growing  research  and 
development  centers.  Virtually  every  field  of  R&D  is  covered  here, 
ranging  from  the  study  of  space  to  exploration  of  the  ocean.  Aero- 
nautics, electronics,  computer  design,  atomic  energy,  optics  and  medi- 
cine are  only  a  few  of  the  fields  represented. 

San  Diego's  growing  R&D  industry  employs  more  than  6,000  sci- 
entists and  engineers  and  over  70,000  semiprofessional  workers.  The 
San  Diego  Gas  &  Electric  Company  is  busy  providing  the  power  to  sup- 
port this  exciting  expansion  of  industrial  and  educational  brain  power. 
DIVIDEND  NOTICE:  The  Board  of  Directors  has  declared  the  regular 
quarterly  dividend  on  all  series  of  its  preferred  stock  and  27  cents  a 
share  on  its  common  stock,  payable  April  15,  1970,  to  shareholders  of 
record  March  31,  1970. 

.SD?£)  San  Diego  Gas  &  Electric  Co. 


.YOUNG  RADIATOR  COMPANY 

'General   Offices:   Racine.   Wisconsin   53403 
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Koppers  sales  for  1969 

were  $533,312,000— an  increase 

of  $94.6  million  over  1968, 

Koppers  Company, 
Pittsburgh,  Pennsylvania 


KOPPERS 


American  Institute  of  Architect.s  in 
recent  years."  > 

Juries,  of  course,  have  little  sym- 
pathy for  cries  of  pain  from  insur- 
ance companies  and  from  professional 
men,  especially  doctors.  Testifying  re- 
cently before  the  Senate  Subcommit- 
tee on  Executive  Reorganization, 
lieaded  by  Democratic  Senator  Abra- 
ham Ribicoft  of  Connecticut,  Craw- 
ford ^Morris,  a  Cleveland  lawyer  who 
has  defended  physicians  and  hospi- 
tals in  malpractice  litigation  for  many 
years,  explained  why. 

"Once  thought  of  as  the  'old  coun- 
try doctor  driving  through  the  rain 
all  night  to  sit  beside  a  sick  patient,' 
doctors  are  now  thought  of  as  'super- 
successful  businessmen.'  This,  per- 
haps subconsciously,  is  what  makes 
patients  on  juries  more  willing  to  re- 
turn a  verdict,  and  one  of  consider- 
able size,  against  doctors."  And,  one 
might  add,  against  architects,  engi- 
neers, certified  public  accountants 
and  manufacturers  of  every  kind.  And 
even  lawyers  themselves. 

The  Consumer  Pays 

Not  only  is  this  soak-the-profession- 
al  attitude  at  times  irrational,  it  can 
be  something  of  a  boomerang,  be- 
cause it  is,  in  the  end,  the  consumer 
who  pays.  As  damages  mount,  the 
insurance  companies  raise  their  pre- 
miums and  the  professionals,  like 
everyone  else,  try  to  pass  their  higher 
costs  on  to  the  ultimate  consumer. 

Medical  malpractice  suits  have 
raised  some  doctors'  bills  in  another 
way.  The  Ribicoff  committee  found 
that,  to  protect  themselves  against 
such  suits,  some  doctors  will  order 
more  X-rays  and  tests  than  they  would 
otherwise,  and  they  are  also  more  like- 
ly to  call  in  consultants  to  check  and 
double  check  their  diagnoses.  This,  of 
course,  is  expensive;  but  it  has  the  ef- 
fect of  protecting  both  the  doctors 
and  their  patients. 

The  most  serious  finding  of  the  Rib- 
icoff committee  was  this:  Some  doc- 
tors are  refusing  to  conduct  tests, 
which,  though  advisable,  involve  risk. 
The  committee  described  this  as  "de- 
fensive medicine."  Are  the  doctors 
really  to  blame?  Or  does  the  fault  lie 
with  the  generous  juries? 

Product  liability  has  become  an 
equally  serious  problem  for  manufac- 
turers. Comments  one  casualty  insur- 
ance man:  "The  aggiegate  amount 
paid  annually  to  settle  claims  and  to 
satisfy  judgments  runs  to  astronomi- 
cal figures." 

Anyone  who  believes  the  manufac- 
turers absorb  these  costs  is  living  in  a 
never-never  land.  Says  James  H.  Kil- 
lian,  vice  president  of  the  Fireman's 
Fund  Insurance:  "These  costs  are  now 
being  absorbed  by  the  user.  The  man- 
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A  summary  of  earnings  of  the  Company  and  its 
subsidiaries  and  of  dividends  paid  shows  total 
earnings  for  the  year  of  S5.1 1  per  Ordinary  share, 
compared  with  $5.17  in  1968.  The  total  before  extraordinary 
items  was  equal  to  S4.89  per  share  in  1969  and  $5.65 
in  the  previous  year. 

Dividends  paid  on  the  Ordinary  stock  increased  from  $3.00 
per  share  in  1968toS3.20  in  1969.  Of  the  increase,  IOC 
per  share  was  from  the  higher  dividends  that  flowed 
through  from  Canadian  Pacific  Investments  Limited  and 
IOC  represented  the  initial  flow-through  of  dividends  from 
Canadian  Pacific  Air  Lines.  Limited. 

The  results  of  most  Canadian  Pacific  activities  in  1969 
were  affected  favorably  by  the  sharp  rise  in  the  rate  of 
economic  growth  in  Canada  in  the  early  months  of  the 
year,  and  adversely  by  the  subsequent  slowing  of  pace 
as  labour  strife  disrupted  production  in  key  industries  and 


as  anti-inflationary  measures  began  to  take  effect.  In  the 
latter  period  the  combination  of  slackening  demand  and 
steeply  rising  costs  exerted  strong  pressures  on  earnings. 

Some  operations,  notably  timberlands  and  real  estate, 
proved  more  resistant  to  these  pressures  than  others,  such 
as  rail  operations.  In  some  cases  particular  circumstances 
determined  the  direction  of  the  year's  earnings. 

Examples  of  this  were  strikes  of  competitors  which  gave 
CP  Air  additional  revenue  and,  an  opposite  effect,  the 
abnormally  depressed  price  of  fertilizers  due  to  over- 
supply,  which  accounted  for  the  less  favorable  results  of 
Cominco  Ltd. 

But  while  the  year  may  not  have  provided  a  wholly 
suitable  climate  for  earnings  growth,  it  was  noteworthy 
for  planning  and  action  directed  towards  enhancing  the 
future  earnings  of  the  Company  and  its  subsidiaries. 


Canadian  Pacific  89tli  Annual  Report 


Canadian  Pacific  Railway  Company 

Summary  of  Earnings  of  the  Company  and 
Its  Subsidiaries  and  of  Dividends  Paid 


1969  1968 

(in  thousands,  except  amounts  per  share) 


Per 

Ordinary 
Share 


Per 

Ordinary 

Share 


Earnings  of  the  Company  and 
Us  Subsidiaries 

Net  railway  earnings $34,635  $41,260 

Other  income 19,197  23,433 

Income  before  fixed  charges 53,832  64,693 

Fixed  charges 22,425 21,919 

Income  from  railway  and  miscellaneous 

sources 31,407      $1.96      42,774       $2.75 

Iripome  (being  dividends  received)  from 
Canadian  Pacific  Investments  Limited  .     ,  22,932        1.60      21,499        1.50 

Canadian  Pacific  Air  Lines,  Limited  .     .     .  1,433        0.10        1,584        0.11 

Total,  excluding  earnings  retained  by  sub- 
sidiaries and  before  extraordinary  items  55,772        3.66      65,857        4,36 

Equity  in  earnings  retained  by  subsidiaries  17,684        1.23      18,476        1.29 

Total  before  extraordinary  items 73,456        4.89      84,333        5.65 

Extraordinary  items 
(C.P.R.  1969 -Nil 

1968- ($8,100,000)) 3,153        0.22       (6,770)      {0A8) 

Total $76,609      $5.11    $77,563      $5.17 

Dividends  Paid 

On  Preference  stock -4% $  3,329 $  3,326 

On  Ordinary  stock 

From  railway  and  miscellaneous 

sources         $21,499      $1.50    $21,499      $1.50 

Flow-through  from  Canadian  Pacific 

Investments  Limited 22,932        1.60      21,499        1.50 

Flow-through  from  Canadian  Pacific 

Air  Lines,  Limited 1,433        0.10  — — 

$45,864      $3.20    $42,998      $3.00 
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PATCH  and  SPRAY 
OLD  ROOFS 


Your  maintenance  men  are  rotfing  experts  with 
Ranco's  New  Do-lt-Yourself  Roof  Spray 
Process.  Professional  results  are  achieved  at  a 
fraction  of  normal  roofing  costs.  Ranco  provides 
on-the-job  know-how.  The  material  is  supplied 
in  Kits  which  includes  all  patching  and  spraying 
material  required  for  each  7,000  sq.  ft.  The 
special  spray  sealant  restores  pliability  and 
shields  the  roofing  felts  against  the  elements. 
Write  on  company  letterhead  for  FREE  48-page 
Ranco  Roofing  &  Maintenance  Manual  and  ask 
to  view  our  3-Minute  color  movie  entitled,  "Spray 
Process  Saves  Old  Roofs." 

RANCO  INDUSTRIAL  PRODUCTS  CORP. 

13306  Union  Avenue,  Cleveland,  Ohio  44120 


Fiberglass 


HATTERAS 


The  Hatteras-41  Twin  Cabin  has 
more  usable  space  than  popular 
45  foot  wood  boats.  Write  for 
the  name  of  nearest  dealer.  For 
portfolio  of  color  literature,  en- 
close $1.00.  Send  to  2514Kivett 
Drive,  High  Point,  N.  C.  27261 


^ 


HatterasYacht  Division 

North  American  Rockwell 


iifactiirer  must  pay  for  tlie  jury  ver- 
dict and  must,  in  turn,  pass  it  along  in 
increased  cost  to  the  consumer." 

It's  easy  to  ask:  "Well,  why  do  the 
manufacturers  keep  tunung  out  prod- 
ucts that  cause  bodily  injury  or  prop- 
erty damage?"  It's  the  question  con- 
sumer groups  ask,  and  Victor  T.  Ehre, 
president  ol  Utica  Mutual  Insurance 
Co.,  has  an  answer,  though  clearly 
not  the  whole  answer. 

"While  the  root  solution  would  be 
absolute  prevention  of  injury  through 
product  design,"  he  says,  "in  real  eco- 
nomic life  absolute  prevention  is  im- 


the  early  1960s  paved  the  way."  Then 
came  several  key  suits.  The  first,  Hen- 
ningsen  vs.  Bloomfield  Motors  in  1960 
put  the  liability  onus  on  the  manufac- 
turer, Chrysler.  The  second,  a  1965 
case  brought  against  Levitt  &  Sons, 
homebuilders,  further  enlarged  the 
manufacturers'  "strict  liability."  Levitt 
had  sold  a  house  with  a  faucet  that 
mixed  the  hot  and  cold  water.  It  clear- 
ly warned  the  buyer  to  turn  on  the 
cold  water  before  turning  on  the  hot. 
Unfortunately,  the  buyer  had  an  in- 
*£ant  .son.  Playing  with  the  faucet,  he 
turned  on  the  hot  water  first— and  it 


Let  The  Drug  Maker  Beware.  If  a  pharmaceutical  manufacturer  fails 
fully  to  test  a  new  drug  and  fails  to  warn  doctors  of  side  effects,  it 
may  be  liable  for  damages.  Thalidomide  makers  were  when  wom- 
en   who   used   it   during   pregnancy   gave    birth    to   deformed   babies. 


possible.  However,  unless  there  is 
some  compromise  between  public 
wants  and  public  needs  for  certain 
products  and  consumerism-inspired 
programs  to  hold  the  manufacturer 
absolutely  responsible  for  the  use  of 
his  product,  certain  products  and 
ser\ices  will  be  abandoned.  This  will 
happen  because  1 )  the  insurance  cost 
will  become  prohibitive  or  2)  there 
will  be  no  insurance  market  available 
for  those  products  and  services." 

How  did  this  rising  wave  of  liability 
suits  begin?  According  to  one  lawyer, 
"The  restatement  of  the  law  of  torts  in 


was  really  hot,  190  degrees.  He  was 
scalded.  The  buyer  sued. 

The  case  was  upheld  by  the  New 
Jersey  Supreme  Court,  which  ruled 
against  Levitt.  The  Court  said:  "The 
hot  water  faucet  had  a  special  and 
concealed  danger  far  beyond  any  dan- 
ger incident  to  contact  with  normally 
hot  water.  When  someone  buys  a  Lev- 
itt house  or  another  house,  he  clearly 
relies  on  the  skill  of  the  developer  and 
on  its  implied  representations  that  the 
house  will  be  erected  in  a  workman- 
like manner  and  will  be  reasonably  fit 
(Continued  on  page  71) 
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Apeco  copic 
usedbyBoei 
in  buildii^  the 
Super  jet 


p 


When  speed,  accuracy  and  dependability  counted  in  a 
big  way,  in  producing  the  world's  biggest  passenger  jet 
—  Boeing  chose  Apeco.  Working  on  the  spot,  Apeco 
Roll-O-Matic  Copymakers  zoomed  out  more  than 
31,000,000  copies  of  instructions,  plans  and  diagrams 
that  went  into  the  making  of  the  phenomenal  new  Boeing  747  Superjet. 
See  how  the  most  advanced  automatic  copymaker  on  the  market  can  get  your  copy- 
making  off  the  ground   140%  faster — on  on  economy  ticket.  It  copies  the  exact  length 
of  the  original — long,  short  or  conventional.  Roll-loaded  paper  means  no  wasted  sheets 
and  less  loading.  Operates  instantly,  automatically.  Produces  1  or  up  to  99  multiple 
copies  at  the  touch  of  a  button  and  each  one  a  perfect  take-off.  Have  a  test  run  in 
your  office.  Your  local  Apeco  representative  can  arrange  it. 


Apeco  Roll*0*Natic  Copymaker 


AMERICAN  PHOTOCOPY  EQUIPMENT  CO./ 2 100  DEMPSTER  ST.,  EVANSTON,  III.  60204 


ace 
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Member  Federal  Deposit  Insurance  Corporation  ©  Bankers  Trust  Compar^y 


Before  you  decide  to  lend,  borrow, 

invest,  divest,  merge,  lease,  or  whatever, 

you'd  better  read  this  book. 


Some  years  ago,  the  head  of  our 
Economics  Department  became 
irked  by  the  faa  that  no  single 
source  of  information  existed  on 
which  to  base  a  sound  judgment 
of  the  credit  markets. 

Out  of  this  feeling  of  frustration, 
The  Investment  Outlook  was  born. 

.The  Investment  Outlook  sounds 
like  a  stock  market  tip  sheet,  but 
it's  not.  Essentially,  this  book 
traces  the  flow  of  funds  through 
the  economy,  showing  how  the  de- 
mand for  money  is  met,  and  where 
the  money  is  likely  to  go. 

Statistics  on  every  aspea  of  the 
credit  market  are  presented:  gov- 
ernment securities,  mortgage  fi- 
nancing, corporate  bond  and  stock 
issues,  and  dozens  of  others. 

The  text  and  tables  are  carefully 
cross-referenced  and  presented  in 


a  form  clearly  understandable  by 
corporate  financial  officers  and  in- 
vestment managers. 

Some  of  these  statistics  cite  what 
has  happened  in  previous  years, 
thus  inviting  your  own  analysis. 

Many  others  are  detailed  pro- 
jections of  what  we  feel  is  likely  to 
happen  during  the  coming  year, 
based  on  assumptions  we  make 
about  the  economy  as  a  whole. 

Our  projections  are  the  result  of 
constant  sifting  of  information 
from  a  multitude  of  sources,  in- 
cluding a  number  of  seminars  to 
which  we  invite  leading  specialists 
in  various  investment  fields. 

Processing  the  information  from 
these  seminars,  from  our  real- 
time computer,  and  from  other 
contributors,  involves  a  size- 
able investment  in  a  full-time 


professional  staff. 

Pan  of  the  return  on  this  invest- 
ment is  the  accumulated  wisdom 
which  Bankers  Trust  applies  to  the 
money  market. 

The  other  part  is  the  satisfaction 
of  knowing  that  we're  performing 
a  valuable  service  to  the  business 
commvmity. 

The  Investment  Outlook  has 
come  a  long  way  and  is,  we  believe, 
more  valuable  than  ever.  In  1949, 
it  was  the  most  complete  work  of 
its  kind. 

After  twenty-one  years,  it  still 

is. 

If  you  would  like  to  receive  a  copy 

of  The  Investment  Outlook,  please 
write  onyour  company  letterhead 
to  Bankers  Trust  Company,  Post 
Office  Box  924-/,  New  York, 
NY.  10049. 


You'll  find  a  banker  at  Bankers  Trust. 


This  announcement  is  not  an  offer  to  sell  or  the  solicitation  of  an  offer  to  buy  any  of  these  securities. 

The  offering  is  made  only  by  the  Prospectus. 
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HONEYWELL 


600,000  Shares 

Honeywell  Inc. 


Common  Stock 

(Par  Value  $1.50  Per  Share) 


Price  $123  Per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from 
only  such  of  the  several  underwriters,  including  the  under- 
signed, asmay  lawfully  offer  these  securities  in  such  State. 


Dillon,  Read  &  Co.  Inc. 
blyth  &  Co.,  Inc. 

Halsey,  Stuart  &  Co.  Inc, 


EASTMAN  Dillon,  Union  Securities  &  Co. 


The  First  Boston  Corporation 


Drexel  Harriman  Ripley 

iBCUMnU* 


Glore  Forgan  Staats 

iDcorpersted 


Hornblower  &  Weeks -Hemphill,  Noyes 


KUHN,  Loeb  &  Co. 
Goldman,  Sachs  &  Co. 


Kidder,  Peabody  &  Co. 

Incorporated 


Lazard  Fr£:res  &  Co.       Lehman  Brothers       Loeb,  Rhoades  &  Co.       Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporalfd 


Paine,  Webber,  Jackson  &  Curtis 


Salomon  Brothers  &  Hutzler 


Smith,  Barney  &  Co. 

Incorporated 


Stone  &  Webster  Securities  Corporation         Wertheim  &  Co.         white,  Weld  &  Co.        Dean  witter  &  Co. 

Incorporated 


A.  G.  Becker  &■  Co. 

Incarpo rated 


Piper,  Jaffray  &  Hopwood 

Incorporated 


DAIN,  KALMAN  &  QUAIL 

Incorporated 


Algemene  Bank  Nederland  N.  V.  American  Express  Securities  S.  a.  Banca  Commerciale  Italiana 

BANQUE  DE  I'UNION  PARISIENNE  C.  F.  C.  B.  BaNQUE  DE  PARIS  ET  DES  PAYS-BAS 

Credit  Commercial  de  France  the  Daiwa  Securities  Co.,  Ltd. 

Kredietbank  n.  V.  N.  M.  Rothschild  &  Sons 

Union  Bank  of  Switzerland  (Underwriters)  Limited 


Commerzbank 

Aktlentnellicblft 

Deutsche  Bank 

Akilenieielltehaft 


Swiss  Bank  Corporation  (Overseas) 

Umlld 


S.  G.Warburg  &  Co. 

LlmU«4 


(Continued  from  page  66) 
for  habitation." 

The  Levitt  decision  was  hailed  as  a 
landmark  decision  in  modem  tort  law 
by  trial  lawyers,  for  the  Court's  rea- 
'Soning  in  the  Levitt  case  can  be  ap- 
plied to  every  industrv'.  In  effect,  the 
Court  said:  If  the  design  or  the  con- 
struction of  a  product  is  defective,  the 
well-being  of  the  purchaser  is  auto- 
matically endangered,  and  the  manu- 
facturer, therefore,  should  bear  the 
costs  of  any  injury  that  may  result. 

The  decision  changed  the  whole  na- 
ture of  liability  cases.  In  years  past,  for 
example,  if  a  woman  walked  into  a 
laundromat  and  there  was  water  on 
the  floor  and  she  slipped  and  injured 
herself,  she  could  sue  only  the  laun- 
dromat. Since  it  was  a  small  business, 
she    couldn't    hope    to    collect    very 


much.  Now,  if  the  shoes  she  is  wear- 
ing were  sold  to  her  as  nonskid,  she 
can  sue  the  manufacturer  and  hope  to 
collect  a  potful  of  money. 

Books  As  Witnesses 

In  medical  malpractice  suits,  there 
have  been  dozens  of  decisions  and 
changes  in  the  law  making  doctors 
vulnerable.  Until  only  a  few  years 
ago,  almost  every  state  required  the 
plaintiff  to  produce  expert  witnesses 
who  practiced  medicine  in  the  same 
community  as  the  defendant.  These 
were  almost  impossible  to  obtain  be- 
cause, if  a  doctor  testified  against  a 
fellow  practitioner,  he  risked  social 
and  professional  ostracism. 

One  by  one,  the  states  have  been 
dropping  this  requirement.  They  have 
made  it  possible  for  plaintiffs  to  call 


in  expert  witnesses  from  anywhere  in 
the  nation,  witnesses  who  can  testify 
freely  since  they  are  not  subject  to 
local  pressures.  In  several  states,  the 
lawyer  for  a  plaintiff  can  even  intro- 
duce medical  textbooks  as  witnesses. 

Judicial  decisions  now  force  doc- 
tors in  many  states  to  testify  in  ac- 
tions brought  against  them,  which 
once  was  not  the  case.  Other  judicial 
decisions  have  waived  the  require- 
ment that  plaintiffs  prove  negligence 
in  cases  where  a  surgeon  left,  say,  a 
sponge  or  a  towel  in  them  after  an 
operation.  The  fact  that  he  did  so  is 
considered  sufficient. 

Certified  public  accountants  for 
years  have  attempted  to  protect  them- 
selves with  the  phrase  "according  to 
accepted  accounting  practices."  This 
is  no  longer  a  valid  defense  for  validat- 


r' 


Lawyers  who  try  professional  and 
product  liability  suits  tend  to  dis- 
miss the  gloomy  allegations  of  the 
insurance  industry.  "The  insurance 
companies  say  they  lose  money  on 
these  liability  policies,"  says  Paul 
D.  Rheingold  of  the  New  York  law 
firm  of  Speiser  Shumate  Geoghan 
Krause  &  Rheingold,  "but  I  don't 
see  any  of  them  going  out  of  busi- 
ness. I  am  not  prepared  to  accept 
the  statistics  the  companies  keep 
throwing  at  us."  He,  and  many 
other  lawyers,  contend  that  the 
companies  do  not  take  into  account 
the  money  they  make  from  invest- 
ing the  premiums  received  on  lia- 
bility policies. 

As  for  medical  liability  insurance, 
lawyer  Jacob  Fuchsberg  maintains: 
"It's  a  medical  myth  that  doctors 
can't  get  insurance  any  more.  The 
only  doctors  having  difficulty  are 
those  with  very  bad  accident  rec- 
ords. Medical  societies  usually  buy 
the  insurance  on  a  group  basis,  and 
they  all  have  committees,  and  if  a 
doctor  has  repeated  claims  against 
him,  the  committee  surveys  him." 

At  the  same  time  that  the  law- 
yers contend  that  there  is  no  liabil- 
ity insurance  problem,  however, 
they  also  feel  that  the  companies 
should  continue  to  provide  the  in- 
surance even  if  there  is.  The  Ameri- 
can Trial  Lawyers  Association  de- 
voted most  of  a  recent  issue  of  its 
magazine  Trial  to  medical  mal- 
practice suits.  It  said:  "Every  physi- 
cian should  be  able  to  buy  liability 
insurance  with  adequate  limits  at 
reasonable  prices.  [We]  fully  sup- 
port the  continuance  of  the  private 
insurance  industry.  We  insist,  how- 
ever, that  the  industry  has  a  duty 
to  insure  those  who  require  insur- 


"  FORBES,  APRIL   15,    1970 


THE  LAW/ER'S  CASE 

ance  either  for  their  own  protec- 
tion or  that  of  the  public." 

Lawyer  Seymour  L.  Colin,  of 
New  York,  put  it  in  other  words: 
"The  insurance  companies  are 
pseudogovemmental  agencies.  They 
can't  just  write  off  the  Negro;  they 
can't  just  write  off  the  young;  they 
can't  just  write  off  professional  men. 
They  have  a  public  responsibility. 
If  they  lose  money  on  a  particular 
type  of  insurance— well,  every  type 
of  endeavor  has  activities  on  which 
it  doesn't  make  a  profit." 

Most  liability  lawyers  will  plead 
for  either  plaintiff  or  defendant. 
The  defendant  is  usually  charged  a 
fee,  which  will  vary  from  case  to 
case;  the  plaintiff  usually  pays  on 
a   contingency   basis— one-third   or 

Melvin  Belli 


more  of  the  court's  award.  "Are  the 
awards  soaring?"  asks  Fuchsberg. 
"No  more  than  other  things.  Com- 
pensation is  supposed  to  cover  losses 
like  medical  expenses,  which  have 
gone  up  probably  more  than  any 
other  item  of  living.  Wages  that 
people  lose— real  wages— have  gone 
up  400%  in  the  past  20  years." 

Liability  lawyers  justify  their  fees 
on  the  grounds  that  they  must  be- 
come experts  in  medicine,  ac- 
countancy, architecture,  engineer- 
ing, pharmaceuticals  and  the  like: 
Colin's  private  office  library  con- 
tains no  law  books,  only  medical 
books.  Says  Rheingold  of  a  suit 
against  Richardson-Merrell  that  re- 
sulted in  settlements  and  awards 
exceeding  $30  million:  "They  were 
producing  a  drug,  MER/29,  to 
counteract  high  cholesterol.  It  had 
injurious  side  effects— eye  cataracts, 
loss  of  hair,  a  type  of  dermatitis.  I 
had  to  learn  more  about  MER/29 
than  Richardson-Merrell  did." 

That  kind  of  skill  can  have  its 
economic  consequences.  The  lead- 
ing specialist  in  product  and  profes- 
sional liability  cases  is  famed  San 
Francisco  lawyer  Melvin  Belli.  A 
California  doctor  was  once  quoted 
as  saying  of  him:  "If  Melvin  Belli 
were  removed  from  the  California 
malpractice  scene,  our  insurance 
rates  would  drop  50%." 

That  isn't  likely  to  be  the  case, 
particularly  since  Belli  has  filed  a 
$200  million  antitrust  suit  against 
13  insurance  companies  that  insure 
doctors  in  California  against  mal- 
practice. His  charge,  denied  by  the 
industry,  is  that  the  insurance  com- 
panies have  knowingly  conspired  to 
raise  malpractice  rates  while  elimi- 
nating competition. 
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DETROIT  EDISON  REPORTS 

Continuing  Efforts  to 
Control  Air  Quality 

Through  1974  Detroit  Edison  will  spend  about  $63  million  on 
the  most  efficient,  up-to-date  equipment  available  to  control 
the  quaUty  of  air  at  its  power  plants.  The  program  started  in 
1924  ...  45  years  ago  .  .  .  when  the  company  built  the  Trenton 
Channel  Power  Plant,  the  first  in  the  world  to  be  equipped 
with  electrostatic  precipitators  (dust-collecting  equipment). 
The  most  recent  development  has  been  the  addition  of  natural 
gas-  and  oil-burning  equipment  to  coal-burning  facilities  at 
Trenton  Channel  and  at  the  Delray  and  Conners  Creek  plants. 
The  company  has  always  recognized  the  need  to  protect  the 
environment  and  has  provided  the  best  dust-collecting  equip- 
ment available  .  .  .  even  when  such  action  was  not  called  for 
by  rules  and  regulations.  Detroit  Edison  will  continue  this 
policy  and  will  seek  new  ways  to  provide  better  air  quality 
control  for  all  its  neighbors. 

244th  Consecutive  Quarterly  Dividend 

Common  stock— 35  cents  per  share  payable  April  15,  1970,  to 
shareholders  of  record  March  26,  1970. 

The  10th  consecutive  quarterly  dividend  of  $1.37V2  per 
share  upon  the  Preferred  Stock,  payable  April  15,  1970,  to 
holders  of  record  on  March  26,  1970. 

DETROIT  EDISON 

Serving  Grov\/ing  Southeastern  Michigan 


The 
Doctor 
is  in... 

A  SHIP  MAKES  HIS  HOUSE  CALLS 

The  man  shown  is  a  teacher.  He  gets 
no  pay.  All  he  gets  is  the  satisfac- 
tion of  knowing  that  because  he  cares 
and  sacrifices,  sick  people  are  re- 
stored to  health  and  live  happier, 
more  productive  lives. 

He  is  also  a  doctor ...  an  Amer- 
ican ...  a  "Hopie."  If  "Hopie" 
sounds  just  the  least  bit  funny,  the 
service  he  performs  in  developing 
countries  is  a  serious  business  indeed. 
His  kind  has  traveled  to  Asia,  Africa 
and  Latin  America,  training  local 
doctors  and  nurses  and  bringing  med- 
ical aid  to  those  who  desperately 
need  it  .  . .  all  part  of  a  unique  self- 
help  project  we  call  HOPE. 

This  doctor  and  hundreds  of  his 
fellow  professionals  have  volunteered 
their  time  and  abilities  to  serve  on 
the  world's  first  peacetin\e  hospital 
ship,  the  S.S.  HOPE.  They  go  forth 
as  teachers  .  .  .  and  their  legacy  bene- 
fits generations  yet  unborn. 


Still  other  "Hopies"  are  at  home 
training  disadvantaged  Mexican- 
Americans  and  American  Indians  for 
health  careers. 

Send  your  share. of  hope  today. 

PROJECT 


IQRn  70*  DECADE   OF  HOPE 
ISUU'I U  A  LEGACY  OF  HEALTH 

DEPT.  A,  WASHINGTON.  DC.  20007 
Your  Contribution  is  Tax  Deductible. 


ing  the  annual  report  of  a  company 
when  the  accountants  know  the  re- 
ports conceal  information.  Last  month, 
the  U.S.  Supreme  Court  let  stand  the 
conviction  of  three  members  of  the 
accounting  firm  of  Lybrand,  Ross 
Bros.  &  Montgomery.  They  had  been 
found  guilty  of  concealing  knowledge 
that  Harold  Roth,  fonner  president  of 
Continental  Vending  Machines  Co., 
was  siphoning  off  funds  from  the 
company  to  a  subsidiary  for  use  in  his 
own  stock  market  transactions. 

The  question  of  compensation  for 
professional  malpractice  is  the  special 
province  of  the  courts.  But  the  real 
question  is  whether  the  insurance 
business  is  capable  of  handling  miscel- 
laneous bodily  injmy  liability  insur- 
ance without  drastic  changes  in  both 
the  procedures  and  the  law.  Utica 
Mutual's  President  Ehre  defines  the 
problem  succinctly: 

"Because  of  the  catastrophic  nature 
of  the  loss  and  the  specialized  tech- 
niques of  the  defense,"  he  says,  "prod- 
uct liability  insurance  [and  this  goes 
for  professional  liability  insurance, 
too]  doesn't  lend  itself  to  an  assigned 
risk  plan  such  as  we  have  for  the 
automobile. 

"Perhaps  one  possible  solution 
would  be  a  national  products  liability 
pool  or  syndicate.  Something  similar 
to  what  the  industry  is  developing  in 
the  way  of  a  national  workmen's  com- 
pensation pool  for  less-desirable  com- 
pensation business.  This  would  spread 
the  loss  of  the  less  desirable  risk  over 
the  whole  insurance  industry." 

Call  for  Uncle  Sam 

Ehre  seems  to  believe  the  Govern- 
ment could  get  into  the  act  as  a  re- 
insurer, as  has  already  been  done  in 
insurance  against  flood  and  in  riot- 
prone  areas.  The  public,  in  effect, 
would  be  underwriting  the  losses 
through  higher  taxes  instead  of 
through  higher  prices  for  manufac- 
tured products  and  professional  serv- 
ices. Finally,  he  says: 

"It  does  seem  possible  that  if  costs 
to  producers  for  liability  insurance 
become  so  prohibitive  as  to  be  in- 
tolerable, and,  because  of  this,  a 
number  of  desirable  products  and 
services  are  no  longer  in  the  market- 
place, then  perhaps  eventually  society 
will  force  revision  of  the  legal  rules  - 
and  standards." 

This  problem  hasn't  risen  yet,  ex- 
cept in  the  case  of  medical  services, 
and  even  there  only  in  a  limited  way. 
But  the  serious  economic  problems 
and  dislocations  that  Ehre  fears  could 
well  occur  five  years  from  now,  if 
liability  suits  continue  to  increase  at^. 
the  present  rate.  Jf 

It  may   then   be   too   late   to   deai*^, 
with  the  problems.  ■  * 
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This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  oj  these  securities.  The  offering  is  made 

only  by  the  Prospectus.  This  is  published  on  behalf  of  only  such  of  the  undersigned  as  are 

qualified  to  act  as  dealers  in  securities  in  the  respective  States. 


New  Issue 


March  24. 1970 


3,000,000  Shares 


^^  Tenneco  Inc. 


Common  Stock 

(par  value  ^S  per  ihare) 


Price  ^21.625  Per  Share 


Copies  of  the  Prospectus  may  be  obtained  from  only  such  of  the  undersigned 
as  are  qualified  to  act  as  dealers  in  the  respective  States. 


Stone  &  Webster  Securities  Corporation   White,  Weld  &  Co.    Paine,  Webber,  Jackson  &  Curtis 


Blyth  &  Co.,  Inc. 


The  First  Boston  Corporation 


Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 

Eastman  Dillon,  Union  Securities  &  Co. 


Kuhn,  Loeb  &  Co. 
Drexel  Harriman  Ripley 

Incorporated 

Goldman,  Sachs  &  Co. 


Glore  Forgan  Staats 

Incorporated 

Halsey,  Stuart  &  Co.  Inc.        Hornblower  &  Weeks-Hemphill,  Noyes       Kidder,  Peabody  &  Co. 

Incorporated 

Salomon  Brothers  &.  Hutzler 


Lazard  Freres  &  Co. 


Lehman  Brothers 
Wertheim  &  Co. 


Paribas  Corporation 


Smith,  Barney  &  Co.  Wertheim  &  Co.  Dean  Witter  &  Co. 

Incorporated  Incorporated 

Bache&Co.    Bear,  Steams  &  Co.    A.  G.  Becker  &  Co.     Clark,  Dodge  &  Co.    Dick  &  Merle-Smith 

Incorporated  Incorporated  Incorporated 

Dominick  &  Dominick,      Francis  I.  duPont,  A.  C.  AUyn,  Inc.      Equitable  Securities,  Morton  &  Co. 

Incorporated  Incorporated 

First  Southwest  Company  Robert  Fleming  Goodbody  &  Co.  Hallgarten  &  Co. 

Incorporated 

Hayden,  Stone  E.  F.  Hutton  &  Company  Inc.  W.  E.  Hutton  &  Co. 

Incorporated 

Ladenburg,  Thalmann  &  Co.     W.C.Langley&Co.     F.S.Moseley&Co.     R.  W.  Pressprich  &  Co. 

Incorporated 

Reynolds  &  Co.       L.  F.  Rothschild  &  Co.        Shearson,  Hammill  &  Co.        Shields  &  Company 

Incorporated  Incorporated 

F.  S.  Smithers  &  Co.,  Inc.      G.  H.  Walker  &  Co.      Walston  &  Co.,  Inc.      Alex.  Brown  &  Sons 

Incorporated 
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Faces  Behind  the  Figures 


Yamasaki  of  Minoru  Yamasaki  &  Associates 


Suburbs  Are  Not  Enough 

Don't  try  to  tell  Miiioni  Yamasaki 
that  the  cities  are  dying:  The  world- 
famous  architect  just  won't  be- 
lieve it.  As  designer  of  Los  An- 
geles' Century  City,  Detroit's  Mich- 
igan Consolidated  Gas  building  and 
New  York's  World  Trade  Center, 
Yamasaki's  job  in  a  way  is  to  see 
that  cities  don't  die.  "You  can't  call 
New  York  and  San  Francisco  dying 
cities,"  he  says.  "They're  health) 
ones.  Oh,  there's  a  lot  of  crime. 
But  there's  culture  and  good  res- 
taurants. Go  into  New  York  Metro- 
politan or  Guggenheim  museums— 
ihex're  absoluteh-  jammed  with 
people." 

Seattle-born  and  Detroit-based, 
Yamasaki  at  57  thinks  the  cities' 
well  publicized  problems— high 
rents,  crime,  poverty  and  crowding 
—will  be  overcome  for  one  very  sim- 
ple reason:  they  have  to  be.  And 
builders  and  busines.smen  together 
can  make  a  start.  "We  designed  a 
new  building  for  Manufacturers  & 
Traders  Trust  in  Buffalo  on  a  down- 
town site  where  there  was  nothing 
but  pawnshops  and  cheap  mo\ies. 
The  building  was  a  catalyst.  Mil- 
lions of  dollars  are  pouring  into  that 
area    to   renew   it   complcleK .   The 


same  thing  will  happen  on  a  site  in 
Chicago  where  we're  designing 
a  new  building  for  Montgomer\ 
\V'ard.  Once  you  get  some  catalyst, 
not  only  does  the  look  of  the  area 
change,  but  real  estate  xalues  start 
going  way  up." 

Some  big  cities  are  d\ing,  Yama- 
saki concedes:  "Detroit  is,  Cleve- 
land is.  The  affluent  people  take 
their  taxes  to  the  suburbs,  and  the 
core  cities  deteriorate  more  e\'er\ 
Near.  But  we've  gol  to  have  core 
cities— a  financial  district,  entertain- 
ment, culture— all  the  things  that  a 
dozen  tiny  suburbs  can't  possibK 
support  by  themselves. 

"This  business  of  comnuiting  one- 
and-a-half-hours  each  way  each 
da\  is  ridiculous.  We  can't  continue 
to  ha\'e  freewa>s  take  up  so  much 
space,  there's  no  room  for  buildings. 
People  frown  on  subways,  but  go 
look  at  Montreal's  new  one.  It's 
great.  When  Detroit  realizes  this  in 
a  couple  of  years  from  now.  it  will 
start  to  revive." 

To  relieve  the  congestion  within 
cities,  Yama.saki  predicts  builders 
will  turn  increasingh  to  super- 
blocks.  "Higher  buildings  with 
plenty  ol  open  space  around  them." 
he  says,  "and  multi-layered  streets. 
What  I  think  will  happen  is  that  in 


the  process  of  urban  renewal,  one 
section  of  a  city  will  get  clo.sed 
down  and  conxerted  to  two  la\ers. 
then  another  will  get  closed  down, 
and  so  on.  In  the  most  crowded 
cities,  it's  got  to  happen. 

"Also  zoning  for  multiple  uses.  1 
like  the  proposal  for  land-fill  around 
New  York's  Battery  Park,  where 
\ou'd  haxe  a  new  residential  area 
and  office  blocks  close  b\'. " 

Y'amasaki  admits  there  is  a  trend 
toward  companies  moNing  their 
headtinarters  to  the  suburbs.  He 
himself  operates  out  of  an  office- 
studio  15  miles  north  of  Detroit. 
"For  IBM  to  move  to  Armonk  [a 
New  York  City  suburb]  is  under- 
standable," he  says.  "It's  easier  to 
find  people  or  attract  tliem  to  work 
for  you,  if  you  have  open  space. 
But  there's  a  parallel  trend— com- 
panies moving  in,  putting  up  new- 
office  buildings  in  the  middle  of 
cities.  Some,  obviously,  have  to  be 
there— for  example,  the  shipping 
and  trade  people  in  the  World 
Trade  Center  in  Manhattan.  But 
others  are  there  for  the  close  busi- 
ness contact,  and  some  for  real  es- 
tate speculation.  The  cities  mustn't 
die,"  he  declares  flatly.  "Because  if 
the  cities  die,  civilization  will  die 
with  them."  ■ 
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'         There's  More  to  Business 
Than  Business 

Fob  \\-hate\'er  reason,  graduate 
business  schools  rarely  have  been 
run  by  businessmen;  deans  are  tra- 
ditionally professors,  often  with  lit- 
tle business  experience.  But  lately 
the  top  western  B-schools  have 
turned  to  business  for  leaders.  In 
1966  the  University  of  Te.xas  land- 
ed George  Kozmetsky,  co-founder  of 
Teled\Tie.  In  1969  Ford  Vice  Chair- 
man Arjay  Miller  became  head  of 
Stanford's  business  school.  And, 
most  recently,  UCLA  recruited  Har- 
old M.  Williams,  chairman  of  Sl- 
billion  (sales)  Norton  Simon,  Inc. 
Though  not  a  professor,  42-year- 
old  Williams  has  top-notch  aca- 
demic qualifications.  At  age  18  he 
graduated  Phi  Beta  Kappa  from 
UCLA  and  by  21  had  earned  a  JD 
degree  from  Harvard  Law  School. 
Williams  advanced  rapidly.  By 
1968  he  was  president  of  Hunt 
Foods  &  Industries.  When  it  merged 
with  Canada  Dry  and  McCall  to 
form  Norton  Simon,  Williams  be- 
came finance  committee  chairman 


and  later  chairman  of  the  board. 

Obviously  W'illiams  packs  a  lot 
of  horsepower  as  a  busines.sman, 
but  is  that  enough?  Haven't  the 
nonbusiness  professors  managed  to 
turn  out  the  best- trained  generation 
of  managers  in  U.S.  history?  Is  a 
Williams  needed  in  academia? 

Williams'  answer,  in  which  he 
deftly  adopts  the  academicians'  par- 
ty line,  strongly  suggests  that  he  is. 
There's  more  to  business  nowadays, 
he  insists,  than  just  business:  "The 
whole  area  of  profit  and  the  com- 
patibility of  profit  and  social  re- 
sponsibilities must  be  reexamined. 
We  reinterpret  the  Constitution, 
we'll  have  to  reinterpret  profit. 

"Tomorrow's  manager  must  be 
able  to  manage  in  an  environment 
of  change  and  uncertainty,"  Wil- 
liams continues.  "He  must  have 
abilities  in  the  behavioral  sciences 
and  quantitative  methods.  And  he 
must  be  able  to  continue  to  be  re- 
trained. A  man  who  came  out  of 
graduate  business  school  ten  years 
ago  should  come  back  for  retooling, 
and  business  and  the  schools  should 
make  it  easy  for  him  to  do  so."  ■ 


WiUiams  of  UCLA 


Lyons  of  J.C.  Penney 


"Ciao"-But  How? 

Italy's  politically  powerful  mer- 
chants may  be  lobbying  these  days 
to  limit  the  number  of  department 
stores  a  retailer  can  operate,  but 
that  hasn't  discouraged  J.C.  Pen- 
ney, the  U.S.'  No.  Two  retailer, 
from  moving  into  Italy  this  winter. 
And  it  doesn't  discourage  stocky, 
41-year-old  Thomas  J.  Lyons,  a  20- 
year  Penney  veteran  who  leaves  for 
Milan  this  month  as  the  president 
of  Penney 's  new  Italian  subsidiary. 
Lyons  has  been  managing  or  open- 
ing new  stores  all  his  business  life, 
first  in  California,  where  he  was 
born  and  went  to  the  University  of 
Santa  Clara,  then  out  of  Penney's 
New  York  headquarters,  where  he 
has  been  part  of  the  executive  team 
developing  Penney's  new  full-line 
department  stores  during  the  past 
seven  years. 

Competitor  Sears  has  been  in 
Latin  America  and  Canada  for  a 
long  time,  but  Penney  has  ventured 
outside  the  U.S.  only  in  the  past 
two  years.  In  Belgium,  it  established 
itself  by  acquiring  a  98%  interest 
■  in  SaiTTia,  S.A.,  that  country's  larg- 
est retailer;  but  in  Italy  it  will  have 
to  start  from  scratch,  either  by  buy- 
ing up  existing  stores  and  remodel- 


ing them  or  by  building  its  own. 
Italy  has  a  few  department-store 
chains  like  Magazini/Standa  and  La 
Rinascente,  but  90%  of  the  coun- 
try's retail  business  is  conducted  by 
.small,  single-store  proprietors,  so 
there's  plenty  of  room  for  a  Penney- 
style  operation  to  expand. 

Lyons  has  concluded,  after  com- 
muting to  Italy  for  almost  a  year  to 
set  up  the  deal,  "We've  got  two 
big  assets  in  our  favor."  First  and 
foremost,  he'll  team  up  with  two  of 
the  country's  savviest  retailers,  Ce- 
sare  and  Giorgio  Brustio,  lately  of 
La  Rinascente.  Cesare  will  be 
chairman  of  the  subsidiary;  Gior- 
gio, vice  chaiiTTian.  "1  don't  think 
we  would  have  gone  in  unless  the 
Brustios  came  with  us,"  says  Lyons. 
"They've  got  all  the  knowhow  we 
need.  I'll  function  as  chief  execu- 
tive officer." 

The  other  asset?  Penney  will 
work  from  the  soft-goods  base  that 
made  it  what  it  is  in  the  U.S. 
"There  is  no  chain  of  full-line  fam- 
ily apparel  and  home  furnishings 
stores  in  Italy.  We  think  they'll  go 
over  big  with  Italy's  expanding  mid- 
dle class."  He'll  know  soon:  He 
plans  to  open  Penney's  first  store, 
probably  in  Milan,  by  the  end  of 
next  year.  ■ 
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Faces  Behind  the  Figures 


No  Time  for  Orchids 

What  sane  executive  would 
trade  the  pleasures  of  raising  or- 
chids for  the  drudgery  of  heading  a 
young  company  only  one-fifteenth 
the  size  of  the  one  he'd  just  retired 
from?  John  Alexander  Hill,  that's 
who,  for  eight  years  president  of 
$9.1  billion  (assets)  Aetna  Life  & 
Casualty  and,  as  of  last  month, 
president  of  Nashville's  $65  million 
(assets)  Hospital  Corp.  of  America, 
owner-operator  of  26  small  private 
hospitals  in  the  South. 

During  Hill's  tenure  as  president, 
Aetna's  assets  nearly  doubled,  but 
in  the  past  three  years  earnings  had 
slipped.  Last  year,  although  pre- 
mium income  rose  12%,  earnings  fell 
13%;  Aetna's  chairman,  Olcott  D. 
Smith,  stepped  in  as  president;  and 
Hill  retired  at  63— two  years  early. 
"I  felt  I'd  never  take  on  a  full-time 
job  again,"  Hill  says. 

But  HCA  Chairman  Jack  C.  Mas- 
sey,  former  chairman  of  Kentucky 
Fried  Chicken,  changed  his  mind. 
"Jack  flew  me  around  to  the  hospi- 
tals,"  Hill   says,   "and   I   was   im- 


pressed by  how  planning  can  con- 
trol rising  medical  costs."  Hill  thinks 
items  such  as  central  purchasing 
and  electrocardiograph  readings 
can  pay  off  both  in  good  medical 
care  for  HCA's  largely  autonomous 
hospitals  and  in  earnings  higher 
than  last  year's  73  cents  a  share. 
HCA's  major  effort,  however,  will 
go  into  an  ambitious  $90-million 
construction  program  that  will  in- 
crease its  group  of  hospitals  from  26 
to  45  by  1972.  Eight  insurance 
companies,  including  Aetna,  have 
agreed  to  lend  HCA  $45  million  to 
finance  the  program,  and  though 
this  will  raise  HCA's  debt/equity 
ratio  to  76%,  the  heavy  debt  load 
doesn't  worry  Hill.  Hospitals  ac- 
quired last  year,  plus  four  new  ones, 
will  soon  begin  making  a  return  on 
the  HCA  investment.  Hill  and  Mas- 
sey  already  have  their  eyes  on  other 
expansion  moves— what  they  call 
"downward  integration"— the  pur- 
chase of  warehouses,  real  estate 
and  television  vending  firms  to  sup- 
port the  hospitals.  With  all  this  on 
the  agenda  orchids  simply  will  have 
to  wait.  ■ 


Hill  of  HospHal  Corp.  of  America  j 


Kingdom  of  Two-Eyee/  Men 

Jim  Slater,  managing  director  of 
Britain's  spectacularly  successful 
Slater  Walker  conglomerate,  is  one 
man  who  exults  over  Britain's  in- 
efficiency. "The  very  inefficiency  of 
most  of  the  country's  businesses  is 
its  biggest  hidden  asset,"  he  says. 
"There's  still  too  much  of  the  'old- 
boy'  network,  that  self-perpetuating 
class  in  the  boardroom.  They're 
more  interested  in  making  things 
than  in  making  money  out  of  mak- 
ing things.  Those  old-boy  compa- 
nies are  some  we've  taken  over." 

At  41,  Slater  himself  is  no  old 
boy  by  any  standard.  Six  years  ago, 
he  took  the  $5,000  he  had  saved  as 
a  middle-rank  executive  for  Donald 
Stokes'  British  Leyland  Motor 
Corp.,  parlayed  it  into  $100,000  on 
the  stock  market  and  launched  his 
Slater  Walker  group.  Today  he  is 
Britain's  most  phenomenally  suc- 
cessful entrepreneur,  and  Slater 
Walker,  with  a  market  value  of 
$340  million,  ranks  among  the 
U.K.'s  top  50  companies.  Over  the 
past  six  years,  Slater  has  bought 
himself  a  bank  (Ralli  Brothers). 
He  has  mutual  funds,  home  and 
offshore.  He  is  moving  into  the 
insurance  business,  and  he  has  a 
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string  of  thriving  industrial  com- 
panies. All  these  together  have 
yielded  average  per-share  earnings 
growth  of  60%  a  year  in  the  past 
five  years,  115%  last  year  alone. 

"We've  done  better  than  any 
conglomerates  I  know  of,"  he  says, 
"and  the  reason  is  that  we've  con- 
centrated on  building  up  assets  per 
share  as  well  as  earnings  per  share." 

Slater  has  a  reputation  as  a  first- 
rate  manager  of  managers,  but 
these  days  his  principal  thrust  is 
toward  investment  banking— pick- 
ing up  companies,  financing  them, 
floating  them  and  keeping  a  minor- 
ity stake.  "We're  becoming  a  finan- 
cial conglomerate,"  he  says.  "We're 
a  moneymaking  machine,  which  is 
what  we  should  be." 

At  the  same  time,  he  is  expand- 
ing internationally— in  Australia, 
South  Africa,  Canada  and  Ger- 
many. Slater  now  has  40%  of  his 
assets  overseas  and  a  like  propor- 
tion of  profits.  But  so  far  he's  hesi- 
tated about  tackling  the  U.S.  "I'd 
be  a  two-eyed  man  in  a  kingdom 
with  plenty  of  three-eyed  men.  I'll 
come,  but  only  when  I'm  very 
strong.  I'd  want  to  double  my  mar- 
ket capitalization  and  asset  back- 
ing first."  How  long  will  that  take? 

"Three  years,"  he  says  briskly.  ■ 
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Can  He  Sell  the  Dealers? 

Roy  D.  Ch.\pin  Jr.,  American  Mo- 
tors' lean  and  rugged  chairman, 
land  comedian  Bill  Cosby  have  both 
been  used  in  recent  American  Mo- 
tors promotion,  as  AMC  pulls  out 
all  the  stops  to  sell  its  new  com- 
pacts, the  Hornet  and  Gremlin. 
Chapin  predicts  that  smaller-than- 
itandard  cars  will  have  54%  of  the 
market  by  1972,  and  by  getting  an 
?arlv  foothold,  he  predicts  AMC 
Aill'  be  selling  500,000  cars  in  the 
.\merican  market  by  the  mid-Seven- 
:ies,   compared   with   260,000   last 

ear— a  gain  of  nearly  100%. 
Initially   at  least,   the  American 

lotors  compacts  are  selling  brisk- 
y  and  the  company  is  looking  for 
;\a\s   to   step   up    its   compact-car 

roduction— without  having  to  ex- 
Iwnd    overall    production    facilities 

or  which  AMC  lacks  capital. 

American's  Gremlin  has  easily 
peaten  to  market  the  subcompacts 
I'f  Chapin's  big  rivals.  This  initial 
luccess,    however,    may    come    to 

laught— as  have  earlier  successes 
|»y    American    .Motors— unless    the 


Chapin  of  American  Motors 


company  can  strengthen  its  still 
weak  dealer  setup.  Thanks  largely 
to  the  Gremlin  and  Hornet,  Chapin 
has  been  able  to  line  up  60  new 
dealers  since  January— on  top  of  a 
small  but  nevertheless  encouraging 
net  gain  of  80  all  last  year.  Still, 
American  has  onlv  2,400  dealers- 


many  of  them  marginal— as  against, 
say,  6,250  for  Chrysler.  Once  GM, 
Chrysler  and  Ford  are  out  with 
their  own  subcompacts,  American's 
fortunes  will  depend  heavily  on  how 
successfully  Chapin  has  been  in  us- 
ing his  head  start  to  strengthen  his 
dealer  setup.  ■ 


Rating  the  Raiders 

|\nH  his  usual  abrasiveness,  con- 

imer-advocate   Ralph   Nader   last 

lonth  let  loose  his  $30,  1,200-page 

Ibituary    for    the    83-year-old    In- 

;rstate     Commerce     Commission. 

long  other  things,  the  report  ad- 
locates  abolition  or  at  least  reor- 
lanization  of  the  ICC. 

'The  Nader  Report,"  says  former 
".C  E.xaminer  Henry  C.  Darm- 
[adter,  "is  an  advocates  brief.  A 
lirly  good  one  in  its  substantive 
mtent."  But  it  isn't  the  impartial 
'port  that  Nader  claims  it  to  be. 
Irha  fellow  who  interviewed  me 
1st  summer  put  down  his  pencil 
[hen  I  tried  to  show  him  the  oth- 

side." 

At  41,  Darmstadter  is  probably 
«e  dean  of  ICC  hearing  examin- 
|s.  It  was  he  who  conducted  the 

-year  merger  hearings   resulting 

the  Penn  Central  combo.  Then 
Iter  15  years  with  the  commission, 
I;  quit  last  August  to  join  a 
'ashington  law  firm,  which  prac- 
|:es  before  the  ICC.  Friends  say 
got  fed  up  with  the  ICC's  stuffy 

ice.  Darmstadter  says  the  reason 
money. 

His  own  prejudices  aside,  Darm- 

idter  supports   some   of   Nader's 


criticisms.  "In  areas  like  rate  mak- 
ing and  mergers,"  he  says,  "the  com- 
mission acts  too  much  like  a  court 
and  not  enough  like  an  administra- 
tive agency."  And,  like  Nader,  he 
thinks  the  commission  should  in- 
dulge more  in  positive  rule-making. 

Darmstadter  would  go  even  fur- 
ther than  Nader.  He'd  like  to  see 
an  independent  council  to  represent 
consumer  and  other  interests  be- 
fore hearing  examiners.  He  agrees 
with  Nader  that  sound  economic 
thinking  rarely  has  any  connection 
with  the  commission's  thinking. 

Darmstadter  thinks  the  raiders 
broke  new  ground  with  studies  on 
how  the  commission's  overall  rate 
policies  discriminate,  inadvertently 
or  otherwise,  against  particular 
groups  and  areas  in  the  nation.  But 
he  castigated  it  for  disregarding  the 
fact  that  in  1958  Congress  ruled 
the  railroads  could  discontinue  pas- 
senger service.  "I  think  the  ICC 
leaned  over  backwards  in  trying  to 
keep  the  passenger  service  alive," 
he  says.  He  also  thinks  that  the 
raiders'  demand  for  a  nationally 
planned  railroad  system  is  unrealis- 
tic. How,  he  asks,  do  you  get  the 
railroads  to  go  along? 

Darmstadter  thinks  the  Nader 
Report  will  have  rough  going.  "To 


get  publicity,  I  guess  they  had  to 
talk  about  who  paid  for  Mrs. 
Brown's  hairdo."  Nader  charged 
that  Commissioner  Virginia  Brown 
got  a  free  permanent  during  an  in- 
dustry convention.  "To  get  people 
to  read  it  with  other  than  a  very 
critical  eye,"  he  says,  "is  going  to 
be  difficult."  ■ 

Henry  C.  Darmstadter 
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Improving  on 
the  General 


Dr.  Morton  Collins  is  a  pudgy, 
garrulous  34-year-old  who  holds 
three  advanced  degrees  in  technol- 
ogy and  is  certainly  entitled  to  a 
Ph.D.  in  self-confidence.  He  is  also 
president  of  Data  Science  Ventures, 
Inc.,  a  Princeton,  N.J. -based  ven- 
ture capital  company  he  started  in 
mid-1968.  We  caught  up  with 
Mort  Collins  recently  in  San  Fran- 
cisco, just  after  he  returned  from  a 
long  day  of  prospecting  for  fresh 
investments  in  the  hotbed  of  entre- 
preneurial activity  along  the  Penin- 
sula south  of  that  city.  Forbes 
asked  him  where  he  got  the  nerve 
to  jump,  almost  overnight,  from 
technology  to  finance.  Collins  re- 
sponded instantly  with  a  blast  at 
the  way  many  traditional  capital 
suppliers  handle  their  seed  capital 
investments. 

"I  should  warn  you  that  I  hold 
an  extremely  cynical  view  of  the 
financial  community,"  Collins  in- 
formed us  right  off.  "In  most  cases 
their  sole  motivation  is  greed,  and 
they  go  about  their  business  like 
piranha  fish.  A  fellow  comes  to 
them  with  an  idea  for  a  new  tech- 
nology product  and  asks  for  back- 
ing. In  the  first  place,  they  don't 
understand  what  he's  talking  about 
technologically.  But  his  record  is 
clean,  and  it  looks  like  he  might  be 
able  to  i-un  his  own  show.  So  they 
raise  some  money,  hand  it  over  to 
him  at  a  closing  ceremony  and  then 
the  new  company  never  hears  from 
them  again— that  is,  not  until  it  runs 
into  trouble,  which  it  inevitably 
does.  Then  the  financial  people  de- 
scend on  the  company,  start  firing 
people  and  looking  for  ways  to  liq- 
uidate their  investment.  Suddenly 
a  company  that  could  have  suc- 
ceeded with  the  proper  investor  at- 
tention goes  by  the  boards. 

"My  idea  is  to  really  keep  after 
our  companies,  like  General  Doriot 
does,"  he  explained,  "to  roll  up  our 
sleeves  and  help  them  solve  their 
problems  before  they  get  out  of 
hand."  General  Doriot,  of  course,  is 
Georges  Doriot,  the  French-born 
president  of  Boston's  very  successful 
American  Research  &  Development 
Corp.,  who  is  widely  regarded  as 
the  grand  old  man  of  venture  capi- 
tal investing.  As  you  see,  Mort  Col- 


lins' self-image  is  a  grand  one. 
(Collins  had  gotten  to  know  the  old 
General  when  he  was  seeking— un- 
successfully—ARD  backing  for  a 
small  government  research  compa- 
ny he  had  formed  earlier.) 

Then  in  his  next  breath  he  pro- 
ceeded to  explain  how  he  is  im-  • . 
proving  on  General  Doriot's  meth- 
ods. "When  we  started,  we  said  to 
ourselves:  'Let's  not  make  the  same 
mistakes  as  ARD.  First  of  all  let's 
not  be  a  public  company  like  ARD 
that  has  to  continually  clear  things 
with  the  SEC.  And  second,  let's 
not  assemble  a  staff  of  generalists 
and  try  to  spread  them  thin  across 
a  lot  of  ventures  in  many  different 
fields  of  business.  Let's,  instead, 
take  specialists  and  concentrate 
them  on  no  more  than  three  ven- 
tures apiece  and  in  only  one  field 
of  business— namely,  computers  and 
data  processing.' " 

Collins  chose  data  processing  be- 
cause that  is  his  own  field  of  ex- 
pertise. He  graduated  from  the  Uni- 


versity of  Delaware  in  1958  with  a 
degree  in  chemical  engineering, 
then  went  on  to  Princeton  for  fur- 
ther study.  Collins  got  hooked  on 
^computers  when  Princeton  got  the 
use  of  one  of  Control  Data's  first 
enormous  1604  computers,  stayed 
on  and  taught  data  processing  at 
Princeton  until  1963,  in  the  mean- 
time earning  two  masters  degrees 
(in  chemical  engineering  and 
mathematics)  and  a  Ph.D.  (in 
chemical  engineering).  Later  he 
worked  in  computers  for  Esso  Re- 
search &  Engineering,  an  arm  of 
Standard  Oil  of  N.J.,  and  in  the 
U.S.  Army.  "1  guess  you  could  call 
me  one  of  their  Doomsday  guys," 
he  said.  "Only  1  happen  to  believe 
that  if  you're  going  to  have  an 
anny  it  might  as  well  be  the  most 
efficiently  equipped." 

After  leaving  the  Army  in  mid- 
1965,  he  went  back  to  Esso  Re- 
search, hated  the  nine-to-five  rou- 
tine, and  after  a  couple  of  months 
started  a  small  company  in  Prince- 
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This  adiertuement  u  not  an  offering.  Vo  offering  is  made  except  by  a  Prospectus  filed  nith  the  Department  of  Law  of  the  State  of  New  York  and  the  Bureau  of  Securities, 

Department  of  Lau  and  Public  Safety  of  the  Stale  of  Mew  Jersey.  Neither  the  .Attorney  General  of  the  State  of  New-  York  nor  the  Attorney  General  of  the  State 

of  New  Jersey  nor  the  Bureau  of  Securities  of  the  State  of  New  Jersey  has  passed  on  or  endorsed  the  merits  of  this  offering.  Any  representation  to 

the  contrary  is  unlawful. 


NEw'iSSLE 


March  18,  1970 


$120,000,000 

Connecticut  General  Mort^a^e 
and  Realty  Investments 

Units  Consisting  of 

3,000,000  Shares  of  Beneficial  Interest 

and 

S60,000,000  6%%  Convertible  Subordinated  Debentures  Due  1990 


These  securities  are  being  offered  only  in  Units,  each  consisting  of  50 
Shares  of  Beneficial  Interest  and  $1 ,000  principal  amount  of  Debentures. 


Price  $2,000  Per  Unit 


Copies  of  the  Prospectus  may  be  obtained  in  any  state  in  which  this  announce- 
ment IS  circulated  only  from  such  of  the  underwriters  as  may  legally 
offer  these  securities  in  compliance  with  the  securities  laws  of  such  state. 


Lazard  Freres  &  Co. 

)illon.  Read  &  Co.  inc.                  The  First  Boston  Corporation                  Kuhn,  l^oeb  &  Co.  C  G  Hquity  Sales  Co. 

ilvth  &  Co.,  Inc.             Drexel  Flarriman  l{ipley              Eastman  Dillon,  Union  Securities  &  Co.  Giore  Forgan  Staats 

lnc«rp«rftt*4                                                             *  Inrorporattd 

ioldman,  Sachs  &  Co.        Halsey,  Stuart  &  Co.  Inc.       Kidder,  Peabody  &  Co.       Lehman  Brothers  Loeb,  Khoades  &  Co. 

Incarporaird 

*aine,  Webber,  Jackson  &  Curtis  Salomon  Brothers  &  Hutzler  Stone  &  Webster  Securities  Corporation 

r'ertheim  &  Co.     White,  Weld  &  Co.     Dean  Witter  &  Co.     Credit  Lyonnais     Paribas  Corporation  SoGen  International 


Llgemene  Bank  Nederland  N.V.    Amsterdam-Rotterdam  Bank  N.V.    Bank  Mees  &  Hope  N.  V.    Banque  de  Bruxelles  S.A. 
lanqne  de  I'lndochine  Banque  Louis-Dreyfus  et  Cie  Banque  Nationale  de  Paris 

>anqne  de  Neuflize,  Schluraberger,  Mallet  Banque  de  Paris  et  des  Pays-Bas  Banque  Rothschild 

lanqne  de  Suez  et  de  I'Union  des  Mines     Baring  Brothers  &  Co.,     Berliner  Handels-Gesellschaft     Gunnar  B)<hn  &  Co.  A/S 

LlaiUrd 

Iredit  Commercial  de  France         Credit  Lyonnais         Den  Danske  Landmandsbank         Deutsche  Bank         DresdnerBank 

Akllen(c*ellach*ft  Ahtlcns«tclUcfaKri 

ntzwiller  Bungener  Securities  Hambros  Bank  Limited  R.  Henriques  jr  Kj^benhavns  Handelsbank 

Umti9* 

azard  Brothers  &  Co.,  Lazard  Freres  &  Cie  Mediobanca  Morgan  Grenfell  &  Co.  Den  norske  Creditbank 

LlMlt*4  Limited 

ierson,  Heldring  &  Pierson  Privatbanken  i  Kj^benhaTn  N.  M.  Rothschild  &  Sons 

.  Henry  Schroder  Wagg  &  Co.  Skandinaviska  Banken  Societe  Generate  Societe  Generate  de  Banque,  S.A. 

inion  Bank  of  Switzerland  (Underwriters)  S.  G.  Warburg  &  Go.  Westdeutsche  Landesbank 

Ualu^  Limited  ^*  .1 

birozentrale 
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Why  buy  "audience"  I  ^^^S^ 
When  you  can  buy 

"Action"? 


This  question  was  posed  at  the  conclusion  of  a  recent  study  by  Fortune  Magazine 
in  their  revealing  research  into  the  advertising  action  produced  by  primary  vs. 
passalong  readers  and  m-home  vs.  out-of-home  readers. 

Fortune's  study  of  14,356  people  who  had  responded  to  21  different  ads  in  41 
business,  consumer  and  trade  publications  found  this: 

•  80%  of  the  response  to  business  and  industrial 
advertising  conies  from  primary  readers  (the 
persons  who  subscribe  to  or  purchase  a  magazine). 

•  In-home  readers  account  for  two-thirds  of  the 
response. 

FORBES  believes  this  Fortune  study  to  be  important  research  into  the  question 
concerning  the  value  of  primary  and  in-home  readers  vs.  the  "numbers  game" 
approach  to  the  buying  of  total  audience  statistics. 

Did  you  know,  for  instance,  that  among  the  three  top  business  magazines— 
FORBES,  Fortune,  and  Business  Week— FORBES  has  the  largest  U.S.  circulation? 
And  circulation  means  primary  readers,  those  who  produce  80%  of  the  adver- 
tising respor)se.  Yet,  because  FORBES  has  the  highest  concentration  of  in-home 
readers  among  all  business  publications  measured  by  Simmons,  and  because 
its  passalong  readership  is  significantly  smaller  than  most  publications  receive, 
its  total  audience  statistics  are  sizably  smaller  than  those  of  its  competitors. 

Advertisers  and  their  agencies  who  wish  to  determine  the  probable  effectiveness 
of  their  advertising  schedule  should  consider  well  the  concentration  of  primary 
readers  in  the  total  audience  numbers  they  purchase  and  make  proportional 
allowances  for  this. 

Fortune  Magazine  has  provided  the  rule:  "80%  of  advertising  response  comes 
from  20%  of  a  magazine's  total  audience— from  primary  readers." 


Forbes:  capitalist  tool 
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The  Money  Men 


ton  to  do  government  research  us- 
ing computers.  He  had  some  bad 
luck  when  the  Defense  Depart- 
ment began  stretching  out  contracts 
as  an  economv  mo\e,  but.  his  self- 
confidence  intact,  Collins  took  on 
jobs  to  evaluate  technology  compa- 
nies for  Wall  Street  fimns.  "We 
were  hired  b\  ever\one  from  the 
whores  of  lower  Broads\a\  all  the 
way  up  to  \\  hite.  Weld, "  he  said. 
He  also  was  retained  by  several 
companies,  including  CBS  and 
RCA,  to  e.xamine  the  technological 
merits  of  merger  prospects.  "It  was 
silting  in  on  so-called  judgment 
meetings,  and  seeing  first  hand 
the  technological  ignorance  and 
fast-buck  motivation,  that  gave  me 
such  a  low  opinion  of  the  financial 
community,"  said  Collins. 

But  Collins  was  learning  a  great 
deal  alx)ut  running  technology 
companies.  And  some  of  the  con- 
tacts were  soon  to  benefit  him. 
One  was  Eli  S.  Jacobs,  a  partner 
with  White,  Weld.  After  lunching 
with  Collins  every  week  tor  si.\ 
months  during  1967,  Jacobs  asked 
him  if  he  might  be  interested  in 
starting  a  venture  capital  company 
that  would  enable  him  to  combine 
his  technological  expertise  with  the 
business  knowhow  he  had  picked 
up.  If  so,  Jacobs  said.  White,  Weld 
would  be  interested  in  arranging 
backing  for  the  venture  firm.  In 
July  1968,  Data  Science  Ventures 
was  organized  with  $6  million  from 
a  group  of  30  backers,  including 
Rockefeller,  Rothschild,  Crocker 
and  Warburg  money.  The  backers, 
many  of  whom  have  their  own  ven- 
ture capital  firms,  have  a  call  on 
any  investment  Data  Science  Ven- 
tures makes.  Collins  himself  owns  a 
majority  of  DSV  and  has  the  right 
to  veto  the  sale  of  any  shares  held 
by  his  backers. 

"First  I  interviewed  38  guys  from 
the  financial  community  for  my 
staff,"  he  said.  He  hired  none. 
'T\pical  of  their  breed,  they  were 
all  geared  to  one  quick  roll  of  the 
dice,"  added  Collins.  "So  1  went 
out  and  hired  Ph.D.s  to  whom  stock 
was  something  that  had  four  legs. 
I  figured  I  could  teach  them  what 
they  had  to  know  about  finance." 

Of  course,  Collins  does  not  damn 
all  financial  types;  naturally  he  has 
the  highest  regard  for  those  at 
White,  Weld  and  the  other  institu- 
tions backing  DSV.  But  as  a  tech- 
nologist first,  and  a  money  man 
second,  he  has  little  patience  with 


the  more  eager  breed  of  venture 
capitalist  whose  principal  goal  is  to 
take  a  compain  public  within  only 
a  \ear  or  so  after  starting  up,  be- 
fore it's  been  able  to  develop  a 
sound  base  of  operations. 

How  has  Mort  Collins  fared  dur- 
ing his  first  18  months?  It's  too 
early  to  get  a  good  reading.  He 
said  he  has  looked  at  nearly  900 
companies,  heard  detailed  propo- 
sals from  nearly  500  and  actually 
invested  in  12,  five  of  them  start- 
ups. The  investments  range  be- 
tween $75,000  and  S1.4  million. 
All  are  in  some  phase  of  data 
processing  and  all  are  being  very 
closely  monitored  by  DSV's  staff  of 
five.  Where  a  typical  venture  capi- 
tal firm  might  have  50  or  75  invest- 
ments that  are  followed  by  a  half 
dozen  or  so  men,  Collins  is  deter- 
mined to  limit  his  investments  to 
no  more  than  four  per  staff  mem- 
ber. His  investments  have  a  wide 
geographical  spread,  including  four 
on  the  West  Coast  where  most  of 
the  venture  deals  are  done  by  a 
tight-knit  group  of  San  Francisco 
operators.  Collins  is  becoming  one 
of  a  small  group  of  Easterners  who 
are  occasionally  brought  into  their 
deals.  Collins  has  also  made  two 
investments  in  European  ventures; 
an  attractive  area  because  until  re- 
cently it  has  been  almost  complete- 
ly devoid  of  available  venture  capi- 
tal for  company  start-ups. 

But  if  .Mort  Collins  has  not  had 
time  to  develop  much  of  a  track 
record,  his  ideas  have  a  ring  of 
rightness  to  them.  Vast  sums  of 
money  are  Ijeing  poured  into  ven- 
ture capital  these  days,  attracted  in 
part  by  the  dull  stock  market,  and 
in  part  also  by  the  very  high  price 
multiples  obtained  by  young  com- 
panies in  the  recent  new-issues 
boom  (Forbes,  Jiihj  15,  1969). 
Thus  the  competition  for  really 
good  investments  has  become  quite 
heated,  and  the  prices  paid  for 
these  investments  have  been  going 
up  too.  Given  these  conditions,  ven- 
ture capital  companies  more  and 
more  will  be  doing  what  Mort  Col- 
lins is  doing:  restricting  their  num- 
ber of  investments  and  monitoring 
them  very  closely. 

You  might  say  that  Data  Science 
Ventures  is  the  prototype  of  the 
successful  new  venture  capital  firm. 
Mort  Collins  certainly  thinks  so. 
Said  he:  "1  fully  expect  my  own 
stock  in  DSV  is  going  to  be  worth 
$50  million  in  ten  years."  ■ 


THE  DIAMOND  OF  HER  DREAMS 

at  investment  prices 


Buy  Diamond  Jewelry  direct  from  one 
of  America's  well  known  diamond 
cutters.  Pay  only  actual  market  price. 
We  refund  all  monies  unless  your 
own  appraisal  shows  value  V4  ^o  Va 
higher. 

Over  5,000  styles  $100  to  $100,000 

Send  for  FREE  80-PAGE  CATALOG 
EMPIRE  DIAMOND  CORP.,  DEPT.  46 
Empire  State  BIdg.,  New  York,  N.Y.  10001 

NAME 
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This  announcement  is  not  an  offer  of  securities  for  sale  or  a  solicitation  of  an  offer  to  buy  securities. 

The  offering  is  made  only  by  the  Prospectus. 

NEW  ISSUE  "  April  1.  1970 

§150,000,000 

Tlie  Pacific  Telephone  and  Telegraph  Company 

Thirty-Five  Year  8.65^  Debentures  due  April  1,  2005 


Price  100% 

Plus  accrued  interest  from  April  1.  1970 


Copies  of  the  Prospectus  may  be  obtained  from  such  of  the 
undersigned  as  may  legally  offer  these  securities  in  this  State. 


Salomon  Brothers  &  Hutzler  Merrill  Lynch.  Pierce.  Fenner  &  Smith 

Incorpor»trd 

Blyth  ic  Co..  Inc.      The  First  Boston  Corpor.\tion       Halsey.  Stuart  &  Co.  Inc.      Kuhn,  Loeb  &  Co. 
Lehm.an  Brothers  Dean  Witter  &  Co.  Drexel  Harriman  Ripley 

Incorporated  Incorporatrd 

Eastman  Dillon,  Union  Securities  *  Co.  Glore  Forgan  Staats  Goldman,  Sachs  &  Co. 

Incorporated 

HORNBLOWER  4  WeEKS-HEMPHILL,  NOYES  KIDDER,  PEABODY  4  CO.  LOEB.  RHOADES  &  CO. 

Incorporated 

P.aine.  Webber,  Jackson  &  Curtis    Smith,  Barney  &  Co.    Stone  &  Webster  Securities  Corporation 

Incorporated 

Wertheim  4  Co.  White.  Weld  4  Co.  Bache  4  Co. 

Incorporated 

Francis  I.  duPont,  A.  C.  Allyn,  Inc.  Paribas  Corporation 

Bear.  Stearns  4  Co.         A.G.Becker  4  Co.  Alex.  Brown  4  Sons  Burnham  and  Company 

Incorporated 

Clark.  Dodge  4  Co.  Dominick  4  Dominick.  Equitable  Securities.  Morton  4  Co. 

Incorporated  Incorporated  Incorporated 

Goodbody  4  Co.  Hallgarten  4  Co.  E.  F.  Hutton  4  Company  Inc.  w.  E.  Hutton  4  Co. 

LaDENBI  RG,  ThaLMANN  4  Co.        F.  S.  MOSELEY  4  CO.  JOHN  NlTEEN  4  CO.         R.  W.  PRESSPRICH  4  CO. 

'Incorporated)  Incorporated 

Rey.nolds  4  Co.  L.  F.  Rothschild  4  Co.  Shields  4  Company  F.  S.  Smithers  4  Co..  I.vc. 

Incorporated 

G.  H.  Walker  4  Co.  Walston  4  Co..  Inc.  Wood.  Struthers  4  Winthrop  Inc. 

American  Securities  Corporation  Blair  4  Co..  I.nx.  Dick  4  Merle-Smith 

Estabrook  4  Co..  Inc.  Hirsch  4  Co.  W.  C.  Langley  4  Co. 

Incorporated 

Spencer  Trask  4  Co.  Tucker.  Anthony  4  R.  L.  D.\y  Weeden&Co. 

Incorporated  Incorporated 
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The  Forbes  Index 


preliminary 
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t>»  National  Bureau  o>  Economic  Research 


Composed  Of  the  tollowing. 
Production 

•  Hov*  much  are  we  producmg?  (Federal  Re- 
serve Board  Index  ol  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering'' 
(Dept  ol  Commerce  latest  three  months  new 
orders  ol  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building''  (Dept   ol 


Commerce  private  nonlarm  housing  starts  / 
Consumption 

•  How  much  are  people  spending''  (Dept.  ol 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debf  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services''  (Dept  ol  Commerce 


JAN 136,9 

FEB 137.6 

MAR 137.3 

APR 138.3 

MAY  138.7 

JUNE  139.4 

JULY 138.2 

AUG 137.5 

SEPT 137.1 

OCT 137.2 

NOV 136.3 

DEC 134.5 

JAN 132.0 

FEB.  (prel.)  .130.0 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  ol 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  ol  Labor  initial  unemployment  claims) 


MARKET  COMMENT 

By  L.  O.  Hooper 


Conflicting  Factors 


"'he  reversal  in  the  emphasis  on 
Credit  policy  is  important  because  it 
ids  self-inflicted  deflationary  pres- 
ires  on  the  economy.  It  seems  to  me 
1  he  reasonable  to  assume  that  the 
dministration  and  the  Federal  Re- 
ne Board  were  worried  that  a  busi- 
'^s  recession  might  turn  into  a  busi- 
N  depression. 

The  response  to  a  sensational  re- 
iction  in  short-term  money  rates 
om  over  8?  to  just  over  6%  was  slow, 
le  to  the  depressed  state  of  stock 
arket  sentiinent  and  to  the  disloca- 
)iis  of  the  postal  strike.  The  end  of 
e  postal  strike  plus  the  announce- 
eiit  of  a  lower  prime  rate  caught  the 
arket  at  a  liquidated  state  and 
)cks  rebounded  sharply.  It  should 
recognized,  however,  that  there 
IS  an  emotional  factor  present  dur- 
2,  the  week  before  Easter,  and  that 
is  emotional  factor,  after  it  had  spent 
elf,  subsided. 

The  question  now  arises  as  to  what 

^  market  will  do  as  it  weighs  the 

sible    consequence    of    easier    and 

iper  money  and  the  impact  of  eas- 

credit  on  the  plans  of  industry  and 

psychology  of  investors.  It  is  im- 

r.   Hooper  is  associated  with  tlie  New  York  Stock 
I  lange  firm  of  W.  E.  Hutton  &  Co. 


possible  to  tell  at  this  early  date  just 
how  much  the  economy  will  be  stimu- 
lated and  whether  the  desirable  part 
of  the  deflation  will  stick.  In  theory, 
the  expansionary  policy,  which  lower 
interest  rates  imply,  will  have  a  de- 
layed rather  than  immediate  effect  on 
business,  just  as  the  deflationary  pol- 
icy had  a  delayed  rather  than  an  im- 
mediate effect  on  the  economy.  The 
quality  of  investment  psychology  will 
determine  whether  the  stock  market 
discounts  improvement  or  sluggish- 
ly awaits  some  actual  evidence  of  im- 
provement. 

I  would  guess  that,  after  the  in- 
evitable initial  impact  on  sentiment  is 
spent,  there  will  be  a  period  of  confu- 
sion in  which  stock-market  movements 
will  be  irregular  rather  than  show 
any  consistent  pattern. 

Rear-Market  Debrh 

Certainly  there  is  an  odds-on  chance 
that  the  DJI  has  registered  its  low  for 
the  first  half  year;  and  that  the  chart 
pattern  will  become  one  of  rising  tops 
and  rising  bottoms  rather  than  of  fall- 
ing 'tops  and  falling  bottoms.  At  the 
same  time  I  think  it  is  important  to 
recognize  that  there  is  still  bear-mar- 
ket debris  to  be  cleaned  up,  particu- 


larly in  the  case  of  various  individ- 
ual issues. 

We  will  probably  continue  to  run 
into  "unpleasant  discoveries."  These 
discoveries  will  continue  to  involve  in- 
cidents of  such  things  as  inflated  and 
deceptive  accounting;  evidence  of  no 
growth  in  former  growth  stocks;  un- 
expected downward  revisions  in  spe- 
cific earning  forecasts;  capital  defi- 
ciencies which  must  be  cured  by  an 
unwelcomed  dilution  in  the  common 
stock  equity;  and  a  sudden  big  supply 
of  shares  in  some  issues  that  institu- 
tions decide  they  want  to  eliminate 
from  their  portfolios. 

I  do  think  that  from  now  on  the 
market  influences  of  these  unpleasant 
discoveries  will  be  more  isolated  and 
have  less  eftect  on  overriding  senti- 
ment. I  would  guess,  however,  that 
perhaps  as  many  as  25%  of  all  the 
stocks  listed  on  the  New  York  and  the 
American  Stock  exchanges  and  traded 
in  the  over-the-counter  market  have 
not  yet  recorded  their  lows,  in  spite 
of  the  fact  that  the  Dow-Jones  indus- 
trial average  may  have  recorded  its 
bottom. 

At  this  early  stage  I  despair  trying 
to  make  too  many  buying  suggestions 
because  I  think  the  market  will  be 
slow  in  developing  a  new  selectivity. 
For  the  past  two  weeks  there  has  been 
much  jumping  at  conclusions  that  may 
not  be  sound,  and  the  stock  market  has 
been  under  the  spell  of  generalities 
rather  than  specifics.  In  many  issues 
their  technical  position  (the  passing 
equation  between  supply  and  de- 
mand) in  the  market  has  been  at  least 
as  important  as  the  fundamentals. 

Of  course,  there  is  something  very 


RBES,  APRIL   15,    1970 


83 


If  you've  lost  money 

in  the  stock  market 

read  this: 

Is  your  portfolio  worth  less  right  now  than  it  wos  a  yeor  ago? 

Then  perhaps  you  ought  to  abandon  the"do-it-yourself"approach 

in  favor  of  full-time  professional  investment  management  — the  kind 

offered  by  Wallace  Forbes  &  Partners. 

Our  program  was  developed  by  Wallace  Forbes, former  President  of 

the  Forbes  Investors  Advisory  Institute.  It  offers  the  person  with  from 

$10,000 -$150,000  to  invest  the  advantages  which  have  traditionally 

been  available  only  to  institutional  investors  and  the  extremely  wealthy. 

For  further  information,  write  for  a  complimentary  copy 

of  our  12-page  brochure. 

I 1 

Gentlemen:  Please  send  me  your  brochure. 

Nome 

Address 

City 


State. 


.Zip_ 


Wallace  Forbes  &  Partners,  Inc. 

Investment  Management 
Dept.  U2,  2  West  45  St.,  New  York,  N.Y.  10036  Tel.  MO  1-7610 


The  maverick 
comes  to  Wdl  Street. 


Allstate  announces  a  mutual  fund.  Allstate  Enterprises 
Stock  Fund,  Inc.  An  open-end  fund  that  invests  your 
money  for  possible  long-term  capital  growth. 

Shares  are  being  offered  with  no  load  during  a  charter 
period  ending  April  30,  1970. 

After  this  charter  period,  shares  of  the  fund  will  be 
sold  through  Allstate  sales  outlets  across  the  country. 

To  send  for  the 
prospectus  and  application,  : 

use  this  coupon.  '.      Allstate  Enterprises  Stock  Fund,  Inc. 

^  .      Box  176B 

[      Northbrook,  Illinois  60062 


Istate 


Please  send  me  your  prospectus 
and  application. 


Name. 


Address. 
City 


State. 


-Zip. 


Managed  by  Allstate  Investment  Management  Co. 
A  new  subsidiary  of  Sears. 


fundamental  in  the  advance  of  Fed- 
eral National  Mortgage,  because  this 
company  has  an  exceedingly  high  lev- 
eraged capitalization  and  is  perhaps 
the  principal  beneficiary  of  lov^-er 
short-term  interest  rates,  since  it  is  one 
of  the  largest  borrowers  of  short-term 
money.  I  have  mentioned  the  stock - 
frequently  in  this  column  in  the  past. 
To  some  extent  the  savings  &  loan  is- 
sues^are  in  a  similar  position,  but  the 
leverage  in  these  issues  is  not  as  great 
as  the  leverage  in  the  stock  of  Fed- 
"eral  National  Mortgage. 

Check  The  Blue  Chips 

This  may  be  the  best  of  times  to 
put  more  emphasis  on  the  formerly 
unpopular  blue  chips  when  investing 
additional  funds.  If  the  economy  as 
a  whole  is  to  recover,  companies  that 
represent  a  spread  over  the  whole 
economy  should  be  good  issues  to 
own.  There's  nothing  unifomi  about 
the  outlook  for  the  glamours,  but  on 
balance  they  would  seem  to  look  no 
better  than  the  blue  chips  near  term— 
and  some  of  them  are  sure  to  look 
much  worse.  Some  of  the  blue  chips 
which  appeal  to  me  are  Westinghouse 
Electric  (67),  Standard  Oil  of  New 
Jersey  (57),  General  Motors  (75), 
American  Standard  (36),  American 
Smelting  6-  Refining  (35)  and  Inter- 
national Nickel  (46) . 

I  still  like  the  high-asset-value  is- 
sues, such  as  Superior  Oil  (134),  U.S. 
Steel  (37)  and  Anaconda  (29).  Some 
of  the  special  situations  which  appeal 
to  me  are  Ashland  Oil  (24),  McCul- 
Inch  Oil  (35),  General  Development 
(26),  Lincoln  National  (78),  and,  if 
you  are  willing  to  consider  something 
more  speculative.  Austral  Oil  (20) 
and  Beverly  Enterprises  (29). 

Trading  In  Airlines 

The  airlines  are  intriguing  because 
they  are  so  unpopular.  You  can  buy 
100  shares  each  of  the  ten  most  prom- 
inent airline  stocks  now  for  around 
$25,000.  These  same  stocks  at  their 
1966-68  absolute  highs,  if  you  had 
been  unfortunate  enough  to  buy  each 
one  at  its  high,  would  have  cost 
$78,500.  Surely  they  were  too  high  at 
$78,500;  there's  no  argument  about 
that.  But  the  airline  issues  easily  may 
be  too  low  at  around  $25,000— espe- 
cially if  you  are  willing  to  buy  them 
on  a  trading  basis. 

If  I  am  to  go  out  of  character  a 
little,  I  would  suggest  that  perhaps 
the  next  few  months  may  be  a  better 
time  to  trade  than  to  take  long-pull 
positions  with  too  great  assurance. 
Any  new  bull  market  will  take  time  to 
get  started,  and  1970  may  be  a  frus- 
trating year  to  those  investors  and 
speculators  who  are  in  too  much  of  a 
hurry  to  marry  their  new  purchases.  ■ 
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Kemember  the 
first  time^  saw 
your  name  in  print? 


C 

le 


Winners  of  the  50-yard 
sack  race  were :  6-7  years 
old,  Robert  Saxon;  8-9 
years  old,  Woody  Connor; 
,10-11  years...         _^ 


The      There  it  was:  woodyconnor 


WoodyConnorwooDYCONNOR. 
bold  and  strong  and  so  big  the 
whole  world  could  see  it. 

Actually  the  whole  world  couldn't  see  it.  But 
everybody  that  made  any  difference  could. 
Your  father  could.  Your  teacher  could.  The  kids 
you  beat  could.  And  they  all  did. 

That  was  the  day  you  learned  the  power  of 
print.  The  strength,  the  impact  of  the  printed 
word.  Impact  that  grew  when  you  ripped  it  out, 
and  showed  it  around.  Impact  that  lasted,  as  it 
yellowed  on  the  bulletin  board  in  your  room. 

Impact  so  great  that  you  just  couldn't  imag- 
ine anything  greater. 

Until,  years  later,  you  saw  your  picture  on  a 
printed  page.., 

FORBES 

If  it's  worth  a  second  glance,  it  should  be  in  magazines. 
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WHAT  MAKES 
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INVESTMENT  ADVISORY  SERVICE 


All  investment  advisory  services  are  not 
alike.  Bulletin-type  services  are  designed 
for  mass  consumption  and  cannot  be 
written  specifically  for  you.  On  the  other 
hand  specialized  and  technical  services 
are  not  broad  enough  to  build  a  well- 
balanced  portfolio  which  we  believe  is 
necessary  if  safety  as  well  as  growth  is 
to  be  considered. 

BABSON'S  INVESTMENT  ADVISORY 
SERVICE  IS  DIFFERENT 

•  Babson's  analyzes  your  portfolio  and 
gives  you  an  investment  plan  tailored 
especially  for  you.  •  Your  registered 
stocks  will  be  under  the  constant  surveil- 
lance of  Babson's  Research  Department 
and  you  will  be  immediately  notified  when 
our   opinion   changes    on    any   of   them. 

•  You  will  be  assigned  a  professional  in- 
vestment advisor  with  whom  you  may  con- 
sult at  any  time  by  mail,  wire,  phone,  or 
in  person.  •  As  a  Babson  client  you  will 
also  receive  the  famous  Investment  and 
Barometer  Letter  to  help  keep  you  alert 
to  economic  developments  and  stock- 
market  trends.  This  informative  letter 
throughout  the  year  will  bring  you  re- 
search reports  on  hundreds  of  stocks 
and  bonds  in  vital  industries.  •  The 
Babson  Investment  Advisory  Service  is 
directed  toward  growth  of  your  investment 
portfolio  both  in  terms  of  Income  and 
appreciation. 

A  flat  fee  of  $180.00  a  year  covers  the 
complete  service,  regardless  of  the  dollar 
value  of  your  portfolio. 

BABSON'S  IS  DIFFERENT  IN  MANY  WAYS 

—  perhaps  the  greatest  of  these  is  Bab- 
son's 65  years'  experience  in  the  invest- 
ment advisory  field. 

We  would  be  delighted  to  send  you  a 
FREE  BROCHURE  describing  in  detail 
how  Babson's  Investment  Advisory  Ser- 
vice may  be  of  great  benefit  to  you. 
Simply  mail  the  coupon  below. 


Babson's  Reports  Inc. 

Wellesley  Hills,  Mass.  02181,  Oept.   F-301 

Send  free  brochure  on  Babson's 
$180  Investment  Advisory  Service. 

Name 


Street  &  No.. 


Clty_ 


.State. 


-Zip. 


BABSOIN'S  REPORTS 

Inc!Oi"i>orjitecl 

WELLESLEY  HILLS,  MASS.  02181 
FOUNDED  IN  1904  BY  ROGER  W.  BABSON 


STOCK  ANALYSIS 

By  Heinz  H,  Biel 


Spring  Thaw 


Events  of  recent  weeks  have  followed 
rather  closely  the  scenario  one  had 
visuahzed  late  last  year.  Business  did 
slow  down  significantly;  unemploy- 
ment increased;  corporate  profits  fell; 
and  inflation  continued.  As  was  to  be 
expected,  a  growing  number  of  econo- 
mists and  businessmen,  labor  leaders 
and  politicians  began  to  express  con- 
cern that  this  man-made  recession 
might  deteriorate  into  a  serious  slump 
unless  remedial  steps  were  taken  soon. 
But  Arthur  Burns,  the  new  chairman 
of  the  Federal  Reserve  Board,  was 
also  part  of  the  scenario.  Being  a  prac- 
tical economist,  fully  attuned  to  politi- 
cal and  social  realities,  no  one  really 
doubted  that  Dr.  Burns  would  adjust 
the  Federal  Reserve's  policy  in  time 
to  prevent  a  calamity. 

All  this  has  come  to  pass.  While 
credit  remains  tight,  short-term  money 
rates  have  come  down  sharply  from 
the  lofty  levels  prevailing  around  the 
turn  of  the  year.  Obviously,  a  gradual 
addition  to  the  money  supply  has  al- 
ready taken  place,  and  this  has  per- 
mitted the  banks  to  reduce  their  prime 
lending  rate  by  a  notch.  So  far,  it  is 
little  more  than  a  gesture,  taken  rather 
reluctantly,  but  Wall  Street  inter- 
preted the  banks'  action,  correctly  I 
believe,  as  a  step  in  the  right  direction. 

The  problem  of  inflation  has  not 
been  solved,  of  course,  but  no  realist 
expected  that  it  could  or  would  be 
tackled  with  such  determined  perse- 
verance as  would  be  needed  to  halt 
the  wage-price  spiral.  Nevertheless,  we 
will  probably  see  at  least  a  moderation 
in  inflation  in  the  months  ahead. 

All  this  should  be  good  news  for 
the  stock  market.  It  is  becoming  in- 
creasingly safe  to  predict  that  the 
worst  is  over.  Exuberance,  however, 
will  ha\'e  to  be  tempered  by  the  pros- 
pect that  general  business  conditions 
will  not  improve  right  away  and  that 
we  will  see  some  very  poor  earnings 
reports,  at  least  through  the  third 
quarter  of  this  year.  The  potentially 
explosive  areas  in  the  Near  East  and 
in  Southeast  Asia  remain  a  threat. 

Te/ephone's  Financing 

Well  over  3  million  shareholders  of 
American  Tel.  &  Tel.  must  decide 
within  the  next  few  weeks  what  to  do 

Mr.   Biel   Is  a  partner  in  the  New  York  Stock  E>- 
change  firm  of  Emanuel,  Deetjen  &  Co. 


with  the  subscription  rights  that  they 
are  about  to  receive.  Should  they  ex- 
ercise or  sell?  For  every  35  rights  ( one 
right  per  share  held)  plus  $100  in 
cash,  the  holder  can  subscribe  to  $100 
of  a  30-year  debenture  plus  two  war- 
rants. Some  of  the  details  of  the  $1.6- 
billion  financing  have  not  been  deter- 
mined as  this  column  is  being  written, 
but  it  would  seem  that  the  debentures 
will  carry  an  interest  rate  high  enough, 
probably  at  least  8/2%,  to  make  them 
worth  around  par  under  the  then  pre- 
vailing conditions  in  the  bond  market. 
Each  warrant  will  entitle  the  holder  to 
buy  a  share  of  American  Telephone 
common  from  Nov.  15,  1970  until  May 
15,  1975,  at  a  price  close  to  or  possi- 
bly slightly  above  the  market  at  the 
time  of  the  offering. 

My  advice  to  all  but  very  substan- 
tial shareholders  is  to  sell  the  rights 
because  the  average  small-  or  medium- 
size  holder  would  wind  up  with  some 
very  odd  odd-lots,  which  are  a  nui- 
sance rather  than  a  meaningful  invest- 
ment. An  owner  of  500  .shares,  for  ex- 
ample, could  subscribe  to  only  $1,400 
of  debentures  plus  28  warrants.  For 
smaller  investors,  the  amounts  involved 
make  even  less  sense. 

The  warrants,  which  will  be  listed 
on  the  NYSE,  are  distinctly  interest- 
ing, offering  the  opportunity  to  eat  the 
cake  and  keep  it,  too.  Take  the  ex- 
ample of  a  holder  of  1,000  shares  of 
Telephone,  worth  $53,000  right  now, 
and  presently  pa\'ing  $2,600  a  year  in 
dividends.  SELL  the  1,000  shares  and 
BUY  1,000  warrants,  probablv  selling 
around  10,  for  $10,000.  This  leaves' 
$43,000  which  should  be  invested  in , 
five-year  notes  (yielding  around  8%) 
or  tax-exempt  bonds  (yielding  5%  to 
5)2%).  The  aimual  income  would  ri.se 
30%  to  approximately  $3,400  (which 
would  be  taxable),  or  be  littk 
changed  but  tax-exempt;  the  warrants 
meanwhile,  give  a  five-year  call  or 
American  Tel  common. 

A  more  aggressive  investor  and  i 
finn  believer  in  the  future  of  AT&T 
as  he  would  have   to  be  if  he  own  |. 
1,000  shares  of  the  stock-may  wan  i 
to  go  further  and  buy  2,000  warrant  ^'  r 
for  $20,000.   The  remaining  $33,001  ** 
would  produce  an  annual  income  ap  j 
proximateK-  equivalent  to  the  present' 
income  on  the  1,000  shares  of  Tek,,, 
phone  stock.  If  the  price  of  Telephon  j  ^ 
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stock  should  advance  ten  points  during 
the  next  year  or  tvvo,  which  is  not 
inconceivable,  an  investment  in  1,000 
shares  would  appreciate  by  SIO.OOO. 
But>  the  warrants,  in  all  probability', 
would  double  in  price,  giving  the 
holder  a  820,000  gain. 

This  scheme  becomes  even  more  at- 
tractive if  the  holder  of  Telephone 
stock  can  realize  a  tax  loss  on  his  in- 
,  vestment  by  selling  his  stock.  Note  of 
caution:  As  the  expiration  date  of  the 
warrants  approaches,  five  years  from 
now,  the  present  premium  above  the 
price  at  which  the  warrants  can  be 
exercised  will,  obviously,  vanish.  The 
switch  from  the  stock  into  warrants 
plus  notes  is  not  recommended  to 
small  and  inexperienced  investors. 

Two  Stocks  To  Comider 

A  couple  ot  years  ago,  the  manage- 
ment of  any  company  that  failed  to 
use  its  assets  as  a  basis  for  borrowing 
to  the  hilt  was  criticized  for  poor  asset 
management  and  was  regarded,  by  im- 
plication, as  being  stodgy  to  the  point 
of  being  stupid.  Now  the  shoe  is  on 
the  other  foot,  as  loan  renewals  and 
refinancing  have  become  costly  and 
di£Bcult,  if  not  impossible. 

One  company  that  has  practically 
no  debt  and  only  a  minute  preferred 
lock  issue  is  Kellogg  Co.  (44),  best 
mown  as  the  maker  of  Corn  Flakes 
ind  other  breakfast  cereals.  Financial 
conservatism  has  not  harmed  either 
he  company  or  its  shareholders.  Per- 
ihare  profits  have  risen  year  after 
year,  doubhng  since  1961,  while  the 
iividend  rate  has  been  increased  by 
)ver  150%.  Last  year,  Kellogg  ac- 
juired  Salada  Foods,  a  Canadian  food 
jrocessing  company,  doing  a  $76-mil- 
ion-a-year  business,  for  some  $41  mil- 
ion  in  cash.  This  addition  plus  Kel- 
ogg's  normal  growth  should  lift  1970 
amings  above  $2.75  a  share,  a  bet- 
er-than-10^  gain  over  last  year.  Sell- 
ng  at  16  times  projected  earnings  and 
ielding  4%,  Kellogg  is  an  attractive 
»nservative  investment. 

For  a  variety  of  reasons  oil  stocks 
lave  taken  a  very  severe  beating  in 
lis  bear  market,  despite  the  fact  that 
amings  should  hold  up  well  this  year. 
Is  image  seriously  damaged  by  the 
anta  Barbara  catastrophe.  Union  Oil 
f  California  has  been  a  major  casu- 
Ity,  falling  from  a  1968  high  of  70  to 
recent  low  of  28,  where  it  sold  at 
nly  a  little  more  than  six  times  last 
ear's  earnings.  While  the  common 
tock,  now  33,  may  remain  under  a 
loud,  the  company's  82.50  preferred 
rock,  convertible  into  1.3  common 
lares,  should  appeal  to  income-ori- 
ted  investors  who  also  want  a  "kick- 
[r."  Selling  almost  exactly  at  conver- 
in  parity,  this  preferred  stock  is 
ently  yielding  over  5)2%.  ■ 
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AS  THEY  ALL  ARE 


not  one  of  these  stocks  should  be  held  or  bought  or  sold 

■  General  Motors 

■  American  Telephone 

■  Pan  American  Airways 


■  Union  Carbide 

■  Standard  Oil  of  N 

■  General  Electric 

■  U.S.  Steel 

■  Parke,  Davis 

nor  should  any  one  of  the  other  1400  stocks 
under  weekly  evaluation  by  Value  Line 


McDonnell-Douglas 
DuPont 


until  you  check  Value  Line's  objec- 
tive determinations  of  what  relative 
price  changes  you  can  reasonably 
expect  of  each  —  and  when. 

Value  Line's  70  research  specialists  de- 
vote ttieir  full  time  and  energy  to  these 
questions.  Every  week  they  classify  all 
the  stocks  covered  the  year  round  by 
Value  Line  into  one  of  five  groups  indi- 
cating how  they  are  likely  to  perform  in 
the  market,  relative  to  the  others,  in  the 
next  12  months. 

The  five  groups  are  designated  I  (High- 
est), II  (Above  Average),  III  (Average),  IV 
(Below  Average),  and  V  (Lowest).  When 
Value  Line  rates  a  stock  I  (Highest)  for 
probable  year-ahead  market  perform- 
ance, it  means  simply  that  this  stock  is 
one  of  the  group  that  will  probably  go  up 
most  in  a  rising  market  or  down  least  in 
a  falling  market,  relative  to  the  stocks  in 
the  other  four  groups;  II  (Above  Average) 
stocks  will  do  better  than  III  (Average), 

III  better  than  IV  (Below  Average),  and 

IV  better  than  V  (Lowest). 

And  for  ttie  next  three  to  five  years,  the 
same  determinations,  from  I  down  to  V. 
And  for  dividend  income  in  the  next  12 
months,  the  same  ratings,  from  I  (High- 
est) down  to  V  (Lowest). 

NOTE:  Not  every  one  of  the  more  than 
1400  stocks  will  perform  in  the  market 
in  accordance  with  its  ratings.  But  such 
a  large  percentage  have  in  the  past,  for 


reasons  that  are  logical,  that  you  owe  it 
to  yourself  to  check  every  stock  that 
you  now  hold  or  are  thinking  of  buying 
or  selling  with  Value  Line's  objective  de- 
terminations of  probability. 

THE  COUPON  will  bring  you  for  the  term 
you  check— one  year  for  $167,  3  months 
for  $44,  or  4  weeks  for  $5— the  complete 
weekly  editions  of  The  Value  Line  Invest- 
ment Survey.  Each  edition  consists  of 
full-page  reports  and  ratings  on  about 
100  stocks,  the  24-page  Weekly  Summary 
of  Advices  &  Index,  and  the  8-page  Selec- 
tion &  Opinion  section... plus  the  month- 
ly Special  Report  on  insider  transactions 
and  quarterly  Special  Report  on  mutual 
fund  transactions,  as  issued. 

BONUS  •  With  the  annual  or  three-month 
subscription,  Value  Line  will  ship  to  you 
immediately  the  2-volume  Investors  Ref- 
erence Library  which,  will  give  you  the 
latest  reports  on  all  stocks  that  have 
been  published  prior  to  your  subscrip- 
tion. During  the  subscription  period  all 
1400  reports  will  be  updated. 

MONEY-BACK  GUARANTEE:    If  you   are 

dissatisfied  with  Value  Line  for  any  rea- 
son, return  the  mateHal  within  30  days 
for  a  full  and  prompt  refund. 

In  fairness  to  regular  subscribers,  who  pay 
$167  a  year  for  The  Value  Line  Investment 
Survey,  we  cannot  make  the  $5  introduc- 
tory subscription  available  to  those  who  have 
had  such  a  4-week  subscription  within  the 
past  six  months. 


□    ONE  YEAR-$167 
(52  EDITIONS) 


□    3-MONTH  TRIAL-$44 
(13  EDITIONS) 

Send  me  the  complete  service  for  the  term  checked  plus 
—  as  a  bonus  — the  2-volume  Investors  Reference  Library 
consisting  of  Value  Line  sections  published  during  the  13 
weeks  preceding  start  of  this  subscription, 
n  Payment  enclosed  D  Bill  me 


n 


FOUR-WEEK  TRIAL-$5 

(4  EDITIONS) 

Send  me  a  4-week  intro- 
ductory subscription  to  the 
full  service for$5. 1  enclose 
payment. 


If  dissatisfied  for  any  reason,  I  have  up  to  30  days  to  return  the  material 
for  a  full  refund  under  your  money-back  guarantee. 


Signature 

Name  (please  print) 

Address 

AA16-b6 

City 

State 

Zip 

(Subscription  fees  are  deductible  for  income  tax  purposes.  N.Y.C.  residents, 
please  add  6%  sales  tax;  other  N.Y.  State  residents,  add  applicable  sales  tax.) 

ARNOLD  BERNHARD  &  CO.,  INC.,  5  East  44th  Street  •  New  York,  N.Y.  10017 

(No  assignment  of  this  agreement  will  be  made  without  subscriber's  consent.) 
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HAS  UNIQUE 

AND  HELPFUL 

INVESTMENT  AIDS 

FOR  YOU!! 

Chartcraft  has  been  serving  the  inves- 
tor for  over  23  years.  You  are  probably 
familiar  with  the  Chartcraft  Weekly  Ser- 
vice and  the  Chartcraft  Monthly  Chart 
Book.  Now  with  the  introduction  of  the 
new  Weekly  Trend  Reversal  Service, 
Chartcraft  has  a  publication  to  satisfy 
every  investor*s  need.  Just  indicate  the 
items  that  may  be  of  help  to  you,  and 
return  this  ad  with  your  check  to  start 
receiving  your  investment  aids  by  first 
class  mail. 

n   /VeMJ  Trend  Reversal  Service — 

I'uiiit  ana  liuure  ciiarts  by  eleclioiuc  coiuuuter  on 
all  "liieakout  Stocks" — on  iNew  \uik  and  Aiueri- 
can  StocK  Kxcliange  companies— sent  to  you  each 
week.  Siiows  you  buy  and  sell  signals  on  active 
stocks.  Kxceileni  tor  timing.  4. week  trial  otter  plus 
ivletnod  Book  is  only  $i2.50. 

Q   CompuStrength  Report — 

Liua-liiyli  vuiuiiie  ana  relative  sLiength  figures  on 
eweiy  iSew  loik  and  jUueiicau  htuck  l^xcliaiige 
stock,  i  ou  get  tlie  ratio  oi  tlie  closing  price  oi  each 
stock  taken  against  its  moving  average  price  lor 
each  of  tlie  time  periods:  lU,  20  and  3U  weelcs; 
seimrate  listings  ot  2o  stocks  on  the  AVHi!^  and  Zo 
sioclts  ou  the  ASK  which  had  the  highest  voUime, 
sliont^est  relati\e  streiigtn,  weakest  relative  strengtii. 
Special  introductory  subscription  of  4  weekly  issues 
and  explanation  material  for  $20.00. 

Q    Technical  Indicator  Review — 

i  uu  leoeive  comments  on  tlie  market  direction  and 
a  clas.->iiKaHon  oi  industry  groups  trom  which  you 
can  tell  whether  to  buy  or  sell  your  favorite  stocks. 
\  ou  receive  in  every  weekly  issue  an  indicator  rmi- 
down,  I)J1A  Chart  analyzed  and  interpreted.  27 
point  and  hgure  cliart^s  on  most  popular  maiket  in- 
dicators, industry  group  analyses  and  momentum 
ratings  on  H8  industry  groups.  A  b-month  trial  plus 
explanatory   booklet   is  only  $30. 

n   Chartcraft  Commodity  Report — 

tjet  over  OU  point  and  hgure  charts  each  week,  cov- 
ering all  the  major  conuuodities.  In  use  tor  over  23 
yeai's  by  conuuodity  traders.  See  a  clear  picture  of 
buy  or  sell  signals,  as  well  as  price  objectives. 
4-week  trial  subscription  is  only  $10. 

D   O.T.C.  Monthly  Service — 

bacti  lumith  receive  a  repurt  containing  all  the  ac- 
tive ijoint  and  tl«ure  cliaits  on  over  425  U.T.C  stocks 
ylus  over  200  insurance  stocks.  This  is  the  only 
Point  and  figure  U.T.C.  cliart  book  available,  and 
will  enligliten  you  to  the  "lUM's"  of  the  future. 
Current  edition  $7.50. 

n   Point  and  Figure  Method  Book — 

A  12s-iiatje  manual  on  liovv  to  use  point  and  Hifure 
in  your  stock  market  trading.  By  A.  W.  Cohen, 
foremost  point  and  figure  authority.  Over  12O.UU0 
copies  now  In  print.  Only  $3.95. 

D    Weekly  Point  &  Figure  Service — 

An  accurate,  up-to-the-minute  report  covering  all 
stoclis  on  Uie  NYSE  &  ASE.  This  service  is  pro- 
grammed to  give  you  complete  three  box  reversal 
point  and  figure  information  for  charting  your 
stocks  and  kee|)ing  your  charts  current.  You  get: 
full  name  of  stock,  reference  point  (last  entry  on 
chart),  new  entries  for  the  week,  buy  or  sell  signals, 
lirice  objectives,  stop-loss  points,  relative  strength 
figures.  Introductory  4-week  trial  offer  plus  Method 
Book  is  only  $12.50. 

n   Monthly  P&F  Chart  Book — 

Itig  320-page  voliune  includes  charts  on  all  NYSE 
&  ASE  common  stocks,  printed  by  electronic  com- 
puter. All  charts  posted  through  the  last  Wednesday 
of  tlie  month,  and  rushed  to  you  by  first  cla-ss  mail 
the  following  Monday.  Includes  accurate,  up-to- 
date  price  history,  so  you  can  see  at  a  glance  which 
sKK'ks  are  bullish,  which  stocks  are  bearish  and 
which  stocks  are  giving  buy  and  sell  signals.  Current 
edition  $15. 

Please  check  the  Chartcraft  aids  you  wiih, 
and  return  this  ad  with  your  check  to: 

CHARTCRAFT,  INC.  Depi.  F-178 

1  Wesi  Ave.,  Larrhmont,  N.Y.  I0S38 

<V.y.   Sinle  rr»id^al»   ndii  oppticahtt  tat 
N.Y.  City  reildtnli  add  <% 


TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schu/z  , 


Bull- Market  Expectations 


It  was  a  long,  cold  winter  in  the  stock 
market.  But  now  that  spring  is  here, 
we  can  look  back  and  say,  with  a 
heightened  sense  of  confidence,  that 
the  bear  market  in  the  popular  stock- 
price  indices  ended  on  Jan.  30,  with 
the  Dow  at  744. 

The  major  premise  for  this  conclu- 
sion is,  of  course,  the  fact  that  mone- 
tary policy  has  shifted  away  from  the 
brutal  restraint  that  had  been  largely 
responsible  in  the  first  place  for  the 
collapse  of  stock  prices.  The  move  to- 
ward revived  money  growth  and  lower 
interest  rates  seemed  to  become  visible 
around  the  year's  end  and  was,  I 
thought,  an  all  but  foregone  conclu- 
sion by  Jan.  20,  when  the  Federal  Re- 
serve Board  amended  its  Regulation 
Q  to  raise  the  ceiling  on  interest  rates 
paid  by  commercial  banks  on  large- 
denomination,  long-term  certificates  of 
deposit.  Paradoxically,  this  measure 
set  the  stage  for  a  continuing  drop  in 
short-term  money-market  rates  and  for 
a  return  flow  ("reintermediation")  of 
lendable  funds  to  the  commerical 
banking  system  (see  these  columns  for 
Jan.  15  through  Mar.  15). 

By  late  last  month  these  trends  had 
gone  far  enough  to  trigger  a  half-point 
reduction  in  the  commercial  banks* 
prime  lending  rate  to  8%,  which  finally 
persuaded  even  the  hardiest  skeptic 
among  investors  that  monetary  policy 
had  indeed  undergone  a  change  in 
the  direction  of  ease.  But  I  think  it  is 
indisputable  that  the  key  factor  in  the 
process  was  the  hike  in  the  Q-cei!ing 
on  Jan.  20,  so  it  should  be  thoroughly 
logical  to  regard  the  Jan.  30  low  in 
the  Dow  as  a  final  bear-market  low. 

Blue-Chip  Performance 

In  addition  to  the  accumulating  evi- 
dence of  a  helpful  change  in  monetary 
trends,  which  can  be  thought  of  as 
primary  factors  in  technical  market 
analysis,  a  number  of  more  conven- 
tional technical  symptoms,  tradition- 
ally associated  with  major-downtrend 
reversals,  appeared  in  tiie  overall 
stock-price  movement  itself  after  Jan. 
30.  Perhaps  the  most  significant  of 
these  was  a  conspicuous  "relative 
strength"  perfoimance  of  the  Dow- 
Jones  industrial  average,  representing 
the    major    cyclical    and    semic\clical 

Mr.  Schuli  is  a  partner  in  tht  N«w  York  Stock  Ei- 
chingt  firm  of  Abraham  t  Co. 


blue  chips,  by  comparison  with  the 
market  at  large  and,  especially,  with 
high-multiple  growth  stocks  and  fad- 
dist speculations.  Past  bear  markets 
have  tended  to  reverse  with  just  such 
blue-chip  leadership  reflecting  a  flow 
of  investment  funds  into  stocks  of  cor- 
porations that  make  up  the  economy's 
backbone  and  whose  financial  strength 
is  beyond  question,  at  a  time  when 
speculative  expectations  and  concepts 
have  been  or  are  being  deflated. 

The  implied  revival  of  investment 
confidence  appears  to  be  a  prerequi- 
site for  the  reversal  of  bear  markets 
and  the  emergence  of  new  bull  mar- 
kets. In  the  latest  instance,  as  in  the 
past,  the  improving  demand  for  DJI- 
type  blue  chips  could  be  traced,  at 
least  in  part,  to  the  sharp  drop  in 
short-term  interest  rates  to  levels  that 
were  no  longer  irresistibly  attractive 
when  compared  with  the  combined 
dividend  yields  and  appreciation  po- 
tentials obtainable  from  seasoned 
investment  stocks  selling  at  greatly  de- 
pressed prices.  (Because  the  historical- 
ly high  yields  from  newly  issued  long- 
teim  corporate  bonds  are  protected,  in 
most  cases,  for  onhj  five  years  against 
redemption  before  maturity,  high- 
yielding  cyclical  blue-chip  stocks  that 
may  stage  significant  price  recoveries 
once  the  economy  expands  again  can 
compete  more  vigorously  for  the  very- 
long-term  investor's  dollar  than  would 
seem  likely  at  first  glance.) 

Another  technical  symptom,  nor- 
mally regarded  as  favorable,  was  the 
relative  skepticism  with  which  the 
odd-lotters  greeted  the  market's  first 
recovery  from  the  January  lows  and 
their  tendency  to  do  more  selling  on 
balance  as  last  month's  2/2-week  reac- 
tion unfolded.  This  apparent  vote  of 
no-confidence  on  the  odd-lot  sector  in 
March  can  be  viewed  as  a  carryover 
from  the  general  pessimism  generated 
by  the  January  decline,  which  took 
place  at  precisely  the  time  when  mone- 
tary policy  began  to  change  course. 
Both  setbacks  can  thus  be  character- 
ized as  just  the  kind  of  "false  move" 
that  almost  invariably  marks  the  re- 
versal phase  of  a  major  trend— in  this 
case,  of  a  bear  market.  From  this  view- 
point alone,  one  can  expect  the  aver- 
ages to  hit  a  level  above  their  early 
January  rally  tops  (Dow  811-819). 

But  it  is  also  possible  to  describe 


the  bulk  of  the  November-December 
decHne  as  a  false  move,  in  the  sense 
fhat  investors  could  and  should  have 
anticipated  January's  shift  in  the  thrust 
of  monetary  policy.  This  would  mean 
thaf  one  could  now  reasonably  look 
for  the  Dow  to  retrace  most  of 
the  drop  from  the  No\ember  highs 
(863-872),  perhaps  before  mid-year. 
Tentatively  at  this  time,  I  would  es- 
timate that  the  recovery  should  extend 
at  least  to  the  Dow  840-850  area, 
where  a  number  of  minor  rallies  and 
reactions  encountered  "resistance"  last 
summer  and  autumn,  and  where  some- 
what more  than  40%  of  the  entire 
bear-market  loss  would  be  retraced. 
In  any  case,  a  decided  advance  into 
the  800-840  range  would  conclusive- 
ly penetrate  the  major  downtrend  line 
that  can  be  plotted  on  the  charts  to 
define  the  1969-70  bear  market  in  the 
Dow.  This  would  strengthen  the  in- 
ference-by-definition that  the  end  of 
the  bear  market  should  logically  mean 
the  emergence  of  a  new  bull  market 
which,  at  a  minimum,  should  even- 
tually extend  well  into  the  upper  half 
of  the  Dow's  trading  range  since  1964 
-roughly  990-740. 

An  840-900  Dow 

For  the  nontechnically  oriented  in- 
vestor, the  widespread  assimiption  that 
corporate    earnings    comparisons    will 
ifiake  poor  reading  for  at  least  the  next 
three  to  sLx  months  is  probably  still  a 
serious  obstacle  to  bullishness.  But  if, 
as  I  have  ponited  out  in  some  of  these 
colvmins    during    recent    months,    the 
iNprall    percentage    decline    in    stock 
prices  was  far  greater  than  any  likely 
1969-70  contraction  in  aggregate  cor- 
xirate  after-tax  earnings,   this  excess 
<d\ance  discount  should  be  pinched 
Hit  by  the  initial  stage  of  a  new  bull 
narket.   In   this   connection,   it  seems 
loteworthy  that  the  lowest  Street  es- 
imates  I  can  currently  find  for  1970 
learnings   of   the  30  DJI   components 
iverage  out  to  about  $54  "per  share" 
)n  the  Dow,  and  those  projected  by 
standard  &  Poor's,  to  almost  $58  (t;.v. 
ibopt  $57  actual  last  year).  At  a  mul- 
iple  of,  say,  1 5 Jj— presumably  appro- 
priate  in    a   more   relaxed   monetary 
limate— these      expectations      would 
upport    the    Dow    in    the    840-900 
ange.  A  prospect  of  higher  earnings 
ates  going  into  1971  could,  in  time, 
ustify  a  push  into  the  900s. 

As  a  means  of  speculating  on  a  sub- 
tantial  general  market  uptrend  during 
ne  next  year  or  two,  you  might  inves- 
gate  the  nondividend-paying  capital 
hares  of  some  of  the  dual  purpose  in- 
estment  funds.  By  reason  of  unusual 
apitahzation  leverage,  these  stocks 
in  normally  be  expected  to  stage 
reater  long-term  percentage  price 
ains  (and  losses)  than  the  Dow.  ■ 


AT&T  OWNERS  MUST 
DECIDE  BY  MAY  18: 

Should  you  SELL  or  EXERCISE  your  rights? 
Here  is  a  specific  guide  to  help  you  decide 


If  you  own  AT&T  stock,  you  will  soon 
receive  rights  entitling  you  to  purchase 
the  company's  new  bonds— with  war- 
rants attached. 

The  rights  will  be  distributed— and  the 
full  terms  of  the  offering  set  forth— 
on  April  13.  The  rights  will  expire,  and 


become  worthless,  at  midnight  on  May 
18.  Theoretically,  you  will  have  five 
weeks  to  decide  whether  to  sell  your 
rights  or  exercise  them.  In  actuality,  you 
should  decide  sooner,  in  order  to  take 
maximum  advantage  of  market  fluctu- 
ations. 


4  SEPARATE  CHOICES  ARE  OPEN  TO  YOU 


On  April  17,  just  four  days  after  the 
rights  are  distributed,  THE  HOLT  IN- 
VESTMENT ADVISORY  will  release 
the  most  far-reaching  and  significant 
Special  Report  on  AT&T  it  has  ever 
published.  The  report  will  set  forth, 
step  by  step,  precise  and  easily  under- 
standable guides  to  help  you  decide- 
on  the  basis  of  the  current  market  quo- 
tations ut  the  time  you  are  making  your 
decision— whether  your  investment  in- 


terests are  best  served  by  selling  your 
rights  or  by  exercising  them. 
For  investors  who  sell  their  rights,  the 
matter  is  over  and  done  with.  For  those 
who  exercise  their  rights,  three  addi- 
tional choices  will  be  open:  (1)  you  can 
hold  both  the  bonds  and  the  warrants 
you  receive  by  exercising  your  rights; 
(2)  you  can  hold  the  bonds  and  sell  the 
warrants;  (3)  you  can  hold  the  tvat' 
rants  and  sell  the  bonds. 


PRICE  PROJECTIONS:  BONDS,  WARRANTS,  STOCK 


The  HOLT  report  will  provide  you 
with  precise  and  easy-to-follow  guides 
to  help  you  clearly  determine  which 
course  of  action  will  profit  you  best- 
here  again  in  the  light  of  the  current 
market  quotations  at  the  time.  You  can 
understand  and  use  these  clear-cut  ac- 
tion guides  effectively  whether  or  not 
you  have  had  prior  experience  with 
bonds  and  warrants. 

The  Special  Report  on  AT&T  will  also 
present  specific  price  projections  for 
the  company's  new  bonds,  the  warrants 


AND  the  common  stock— both  12 
months  from  now  and  over  the  longer 
term. 

Because  HOLT  regularly  evaluates 
some  100  corporate  and  government 
bonds,  and  regularly  evaluates  all  listed 
warrants— and  regularly  covers  and 
evaluates  AT&T  specifically— we  be- 
lieve we  are  in  a  unique  position  to  help 
you  deal  with  the  forthcoming  AT&T 
offering  in  the  most  rewarding  way. 
We  urge  you  to  read— dH</  then  re-read 
—the  Special  Report  as  soon  as  it  is 
released. 


UNDERSTANDING  WARRANTS  AND  BONDS 


To  help  you  get  a  better  understanding 
of  warrants  and  bonds  before  the 
AT&T  offering,  we  will  send  you— as 
an  IMMEDIATE  BONUS-our  com- 
prehensive and  non-technical  guides  on 
how  to  evaluate  and  invest  in  warrants 
and  bonds,  together  with  our  very  latest 
ratings  and  data  tables  on  100  bonds 
and  all  listed  warrants. 
Then,  the  April  17  Special  Report  on 
AT&T  will  come  to  you  as  part  of  your 
six-week      (three-issue)      introductory 


Guest  Subscription  to  THE  HOLT  IN- 
VESTMENT ADVISORY  ...  the  truly 
professional  service  for  the  private  in- 
vestor. If  you  act  promptly,  we  can 
make  sure  that  the  Special  Report  is 
mailed  to  you  the  very  same  day  it 
comes  off  the  press. 

To  accept  this  unusual  (over  50%  off) 
introductory  offer- which  is  open  to 
new  Guest  Subscribers  only— please  use 
the  coupon  below.  Time  is  important. 


theIMSinvestment  advisory 

Published  by  T  J.  Holt  &  Company,  Inc. 

305  Madison  Avenue,  New  York,  N.Y  10017 

Please  reserve  my  copy  now  of  your  April  17  Special  Report  on  AT&T  and  mail  it  to  me  the 
same  day  it  comes  off  the  press.  Also  send  me  your  comprehensive  guides  to  Understanding 
Warrants  and  Bonds— a  an  IMMEDIATE  BONUS— with  my  six-week  (three-issue)  Guest 
Subscription  to  THE  HOLT  INVESTMENT  ADVISORY.  Enclosed  is  my  $5  remittance  to 
cover  everything  promised  above. 


Name. 


Addretf- 


-State- 


City 

(This  subscription   not  ossignoble  without  your  consent.) 


Jip_ 


FB-302 
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This  ansoiMcemen!  is  neither  an  offer  to 
sell  nor  a  solicitation  of  an  offer  to  buy  any 
of  these  partnership  interests.  The  offer  is 
made  onfy  by  prospectus. 


•  A  unique  opportunity  for   knowledgeable 
investors  to  participate  in  a  balanced 

EXPLORATORY  OIL  AND 
GAS  DRILLING  PROGRAM 

•  lU  years  of  geological  and  technological 
achievement  in  gas  and  oil  exploration. 

•  1970  total  —  $3,000,000. 


DLEARY  VENTiniES  1970 

An  oil  and  gas  program  offered  by  Cteary 
funds,  Inc.,  a  v»holiy-owned  subsidiary  of 
Cleary  Petrofeum  Corporation  —  traded  in 


the  Over-The-Counter  market. 


m 


An  exploration  program  au- 
thorized to  drill  in  the 
United  States,  Alaska,  and  in 
Canada.  The  offer  is  made 
only  by  prospectus  in  states  where  author- 
ized and  where  such  offer  can  legally  be 
made.  Three  separate  funds:  Closing  dates 
—  April  30;  June  30;  and  September  30. 
Minimum  subscription  is  $5,000.  Sold  only 
by  Cleary  Funds,  Inc. 

■MAIL  COUPON  TODAY  OR  PHONE  (405)  232-0311  < 

CLEARY  FUNDS,   INC.  Oept.    F 
310  Kermac  BIdg.,  Oklahoma  City,  Oklahoma  73102 
Please  send  me  the  prospectus  and  other 
information  about  Cleary  Ventures  1970. 

Name 

Address 

City 


-State- 


-Zip- 


WARRANTS 

move  taster  and  further  than  any  other  type  of 
security— both  up  and  down.  Thus,  in  previous 
years,  General  Tire  &  Rubber  Warrants  moved 
from  4'/2  to  206  and  United  Air  Lines  Warrants 
from  4'^  to  126  amid  a  host  of  similar  ei- 
amples,  while  a  Martin-Marietta  Warrant  skid- 
ded from  46Vi  to  lAVt  with  plenty  of  down- 
side company.  Since  the  outstanding  leverage 
of  Warrants  is  indisputable,  and  since  the  num- 
ber of  actively-trading  Warrants  is  growing  rap- 
idly—170  currently  that  you  should  know  about 
—with  more  top-flight  companies  issuing  War- 
rants; AMK,  Gulf  &  Western,  LIng-Temco,  Loew's 
etc.— you  should  know  what  Warrants  are,  which 
Warrants  trade  in  today's  market,  and  the  basic 
rules  for  recognizing  opportunities  in  Warrants 
(and  dangers)  when  they  occur. 
The  R.H.IVI.  Warrant  &  Stock  Survey  +  Stocks 
Under  10,  is  one  of  the  largest  and  most  re- 
spected investment  services  covering  the  War- 
rant field,  with  more  than  two  decades  of  ser- 
vice to  investors  under  the  editorship  of  Sidney 
Fried,  a  name  associated  with  the  Warrants  field 
in  every  financial  center  of  the  western  world. 
Let  us  tell  you  how  our  service  approaches  devel- 
oping opportunities  in  Warrants,  in  the  general 
stock  market,  and  in  'Stocks  Under  10".  There 
is  no  obligation,  and  there  is  no  cost  for  this 
valuable  information,  yet  it  could  mean  a  great 
deal  to  you  in  the  active  markets  ahead.  For 
your  free  copy,  send  today  to  Warrants  Dept 
F-422,  R.H.M.  Associates,  220  Fifth  Avenue, 
New  York,  NY.,  10001. 
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MATURING 

SCOTCH  WHISKY 

CAN  PRODUCE 

CAPITAL  GAINS 

$1.50  per  gal.  (4  yr.  old  grain) 
$4.38  per  gal.  (8  yr.  old  grain) 

Subject  to  prior  sale 

F.A.  Schoenwald,  Accrued  Equities,  Inc. 

122  East  42nd  Street,  New  York  City  10017 


THE  MARKET  OUTLOOK 

By  Sidney  B.  Lurie 


Is  It  That  Easy? 


It's  easy  to  take  the  position  that  the 
market  faces  a  new  test  in  coming 
weeks  as  first-quarter  earnings  reports 
are  pubhshed.  For  the  most  part,  com- 
parisons with  the  year  earHer  period 
will  be  poor.  But,  as  I've  noted  be- 
fore, there  is  no  precise  correlation  be- 
tween the  business  cycle,  corporate 
earnings  and  stock  prices. 

True,  first-quarter  reports  will  make 
particularly  dismal  reading  in  the  case 
of  some  of  the  more  cyclical  indus- 
tries. But  it's  interesting  to  note  that 
the  auto  and  steel  stocks  advanced 
sharply  between  the  fourth  quarters  of 
1957  and  1958  even  though  annual 
production  in  these  industries  declined 
26.6%  and  24.4%,  respectively.  In 
short,  I  believe  the  earnings  down- 
trend by  and  large  is  already  in  the 
price  level  of  the  obvious  areas.  If 
there  is  an  area  of  vulnerability,  it  will 
probably  be  in  the  high-multiple, 
high-glamour  stocks  that  supposedly 
had  unlimited  earnings  visibility. 

It's  also  easy  to  express  the  opinion 
that  the  really  key  question  in  the 
market  outlook  is  whether  the  present 
mini-recession  will  be  deeper  and  more 
prolonged  than  the  popular  view.  Two 
interrelated  sobering  considerations 
come  to  mind:  With  corporate  inven- 
tory policy  likely  to  become  more  con- 
servative as  inflationary  expectations 
ease,  with  today's  capital  spending  in- 
tentions likely  to  be  shaved  as  profits 
decline,  the  economy  rests  on  consum- 
er spending.  But  the  fact  that  the  Jan- 
uary cut  in  the  surtax  passed  without 
noticeable  impact  on  retail  sales  and 
the  probability  that  the  second-quar- 
ter boost  in  Social  Security  payments 
may  not  be  particularly  stimulating 
suggest  that  the  economy  may  have 
entered  a  period  of  slower  growth. 

But  the  probable  stimulus  that  will 
come  from  the  new  auto  models  to  be 
introduced  this  fall  and  the  prospect 
that  an  easier  money  policy  will  stim- 
ulate the  now  depressed  residential 
building  industry  suggest  an  upturn 
in  business  activity  later  this  year.  So 
does  the  fact  that  the  American  con- 
sumer always  spends  the  bulk  of  his 
income,  and  consumer  income  should 
rise  in  the  second  half  of  this  year. 
The  annual  rate  of  personal-consump- 
tion expenditures  has  been  higher  at 

Mr.  Lurie  is  a  partner  in  the  New  York  Stock  Ex- 
change firm  of  Josephthal  &  Co. 


the  bottom  than  at  the  start  of  every 
•postwar  recession. 

What  I'm  trying  to  say  is  that  spec- 
ulation isn't  an  easy  or  obvious  busi- 
ness; it's  an  applied  or  intuitive  art  as 
well  as  a  business  of  subtleties.  For 
example,  I  still  believe  that  the  mar- 
ket has  entered  a  new  phase,  which 
features  a  return  to  investment  realities 
where  the  emphasis  is  on  manage- 
ment, competitive  position,  balance- 
sheet  strength,  basic  earning  power, 
etc.  And  I  also  feel  that  a  new  long- 
term  deterrent  is  at  work  as  a  result 
of  industry  constantly  seeking  to  im- 
prove its  liquidity  via  new  financing. 
However,  the  practical  consideration 
as  of  today  is  not  the  overall  ceiling 
that  may  lie  ahead,  but  the  fact  that 
there  will  continue  to  be  more  than 
one  stock  market.  The  emphasis  now 
is  on  the  companies  where  flat  or  de- 
clining earning  power  in  1970  is  far 
from  a  market  surprise,  on  the  compa- 
nies where  time  is  beginning  to  work 
in  favor  of  a  change  in  direction. 

For  The  long  PuW 

There  are  several  factors  which  sug- 
gest that  El  Paso  Natural  Gas  (now 
selling  around  19)  is  an  interesting 
long-term  commitment.  Apart  from 
the  fact  that  the  long  established  $1 
dividend  rate  and  the  1969-70  range 
of  26-17  are  indicative  of  limited 
downside  risk,  I  believe  going  prices  do 
not  take  into  account  the  indications 
of  a  more  liberal  regulatory  environ- 
ment which  means  that  the  earnings 
barrier  imposed  by  a  ceiling  on  rates 
in  the  face  of  higher  costs  is  being  re- 
moved. Secondly,  the  company  will 
have  the  full  year  benefit  of  rate  in- 
creases as  well  as  higher  pipeline 
transmitting  capacity.  It  will  put  into 
eflect  some  $36.5  milhon  of  annual 
rate  increases  (subject  to  possible  re- 
fund) which  would  enable  it  to  obtain 
an  8.25%  rate  of  return.  Equally  inter- 
esting. El  Paso's  1969  revenues  had 
only  about  six  months'  benefit  of  a 
$120-million  expansion  project  that 
came  on  stream  last  summer,  and 
which  theoretically  could  produce 
some  $60  million  to  $70  million  of  ad- 
ditional gross  revenues  on  an  annual 
basis.  Thirdly,  a  better  overall  show- 
ing is  likely  in  1970  from  the  compa- 
ny's nonregulated  businesses.  On 
balance,  I  believe  El  Paso's  1970  earn- 
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ings  potenrial  is  in  the  area  of  SI. 75 
per  share  as  compared  with  S1.66  in 
1969  and  S1.28  in  1968. 

The  more  I  check,  the  more  it  seems 
to  pie  that  the  soft  coal  companies 
are  enjoying  an  unusual  boom.  Not 
only  is  everyone  in  this  country  short 
of  inventory  but  there  is  a  worldwide 
shortage  of  metallurgical  coal.  The 
worse  the  labor  situation  this  year— 
and  wildcat  strikes  hampered  the  in- 
dustry's production  last  year— the 
worse  the  shortage  in  1971.  Thus,  ev- 
eryone who  could  do  so  raised  prices 
for  the  new  fuel  year,  which  started 
Apr.  1.  With  many  of  the  major  com- 
panies having  been  taken  over  in  re- 
1  cent  years,  there  are  relatively  few 
publicly  held  coal  companies.  Occi- 
idental  Petroleum  (around  23),  for  ex- 
I  ample,  owns  Island  Creek,  which 
probably  will  contribute  close  to  10% 
of  its  $3.50-per-share  earnings  poten- 
tial. I  also  think  Eastern  Gas  b-  Fuel 
(above  31,  with  a  S1.75-$2-per-share 
earnings  potential)  is  still  attractive. 

Speculatively  Interesting 

As   for   Occidental    Petroleum,    I'd 
like    to    make    several    points    which 
could  make  this  situation  speculatively 
nteresting  for  those   able  to  assume 
the   risks.    From    all   indications,    the 
possibility  of  nationalization  in  Libya 
is   virtually    zero.    This,    at    least,    is 
what  the  economics  indicate,  and  Lib- 
/a  accounts  for  about  half  of  earnings. 
*robabilities   are,   however,    that   the 
)il  companies  will  be  harassed  and  the 
»osted  price  on  which  taxes  are  paid 
acreased.  This,  however,  should  not 
lave  a  significant  impact  on  earnings, 
or  the  company  can  pass  on  most  of 
he  increase.   Present   indications  are 
hat  this  year's  earnings  potential  is  in 
•he  area  of  S3. .50  per  share  as  com- 
pared with  $3  per  share  in  1969.  This 
ikes  into  account  the  Libyan  situation 
>  ussed    above    and    assumes    that: 
Hooker  Chemical,  which  accounts 
)r  about  255?  of  earnings  and  which 
iijoyed  a  20%  increase  last  year,  will 
e  "flat"  in  1970  or  up  10%.  b)  Island 
ice*k  Coal  will  continue  to  do  very 
ell.  c)  There  will  be  minor  improve- 
lent  in  OP's  domestic  operations,  the 
■rtilizer  business  on  balance  will  be  a 
ttle  better,  the  real  estate  operation 
ill  be  up  sharply  in  1970. 
No  question  about  it,  certain  of  the 
assical  internal  market  signs  that  ac- 
)mpanied    the    end    of    past    major 
)wnsu ings  have  been  conspicuous  by 
eir  absence.  But  I  wonder  if  history 
ill  repeat  itself  precisely  in  a  market 
)minated  by  the  professional  inves- 
'  r  who  is  well  aware  of  the  lessons  of 
e  past.  In  my  opinion,  the  immediate 
itlook  is  better  than  the  prevailing 
ychology,  particularly  in  the  case  of 
is  year's  stocks  with  a  story.  ■ 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicita- 
tion of  an  offer  to  buy  any  of  these  securities.  The  offer  is 
made  only  by  Prospectus. 


NEW  ISSUE 
$20,000,000 

HIBg/McCULLOCH 

OIL  EXPLORATION  PROGRAM-1970 


□  A  Limited  Partnership  Offering  tax-sheltered  participa- 
tions in  oil  and  gas  exploration. 

□  Participations  available  in  multiples  of  $5,000  to  persons 
in  higher  tax  brackets  (with  certain  other  minimum  require- 
ments). 


Send  the  coupon  for  current  Prospectus  to: 


McCulloch  Oil  Corporation,  Dept.  F41 5,  6151   West 
Century  Blvd.,  Los  Angeles,  Calif.90045  (213)  776-1151 


Name 


Address 


City 


State,  Zip 


Telephone  Number,  Code 


BIGGER 

THAN 

YOU'D  THINK 

FORBES  had  a  gain  of  two  mil- 
lion dollars  in  advertising  rev- 
enues for  1969.  That's  more  dol- 
lars than  were  gained  by  Life  — 
or  Look  —  or  Reader's  Digest  — 
combined. 

How  about  that. 


BOSTON  EDISON 
COMPANY 

EARNINGS  STATEMENT 

TWEIVE  MONTHS 

ENDED  NOVEMBER  30,  1969 
Boston  Edison  Company,  pursuant 
to  the  provisions  of  Section  11  (a) 
of  the  Securities  Act  of  1933,  as 
amended,  has  made  generally  avail- 
able to  its  security  holders  an  earn- 
ings statement  for  the  twelve 
months  ended  November  30,  1969. 
Copies  of  such  earnings  statement 
will  be  mailed  to  any  of  the  Com- 
pany's security  holders  and  other 
interested  persons  upon  request 
addressed  to; 

JOSEPH  P.  TYRRELL 

Vice  President  and  Treasurer 

800  Boylston  Street 

Boston,  Massachusetts  02199 
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STOCK  TRENDS 

By  Charles  Rolo 


The  High  Road?  Or  the  Low  Road? 


Should  \()u  buy  high  price/earnings 
stocks  or  low  price/eaniiiigs  stocks  at 
this  junctuiT?  The  simple  truth  is  that 
\()u  cau  make  money  in  both  kinds- 
high  P 'E  and  low  P  E— and  you  cau 
lose  mone\'  iu  both  kinds.  There  is  en- 
tirely too  much  nonsense  written  about 
the  whole  subject,  too  many  half- 
truths  and  too  many  rationalizations. 
A  tew  of  these  glib  generalizations: 

"At  ten  times  earnings,  you  can't  go 
far  wrong."  Oh  no?  In  recent  years, 
steel  and  railroad  stocks  bought  at  this 
ratio  luue  often  proved  sorry  commit- 
ments, and  any  nimiber  of  low  price/ 
earnings  ratio  stocks  have  stagnated 
or  declined  while  a  bull  market  was 
raging  around  them. 

"When  you  get  to  40  times  earn- 
ings, you're  beginning  to  discount  the 
hereafter."  Not  necessarily.  It  takes 
three  years  for  earnings  to  double 
when  they  are  growing  at  an  annualK' 
compounded  rate  of  25!f.  It  takes 
them  14  years  to  double  at  a  growth 
rate  of  5%,  which  is  roughly  that  of 
the  DJI  over  the  past  ten  years.  Ergo, 
with  the  Dow  selling  at  13-14  time 
earnings,  a  multiple  of  40  could  be 
considered  a  moderate  valuation  for  a 
stock  whose  earnings  are  expected  to 
grow  five  times  faster  than  the  Dow's. 

Don't  Be  Dogmofic 

On  the  other  side  of  the  fence, 
there's  the  swinger  who  says:  "I  don't 
like  low  P/E  ratio  stocks.  Their  P/Es 
are  low  because  they  deserve  to  be— 
and  they're  going  to  stay  low."  This  is 
true  of  companies  whose  basic  earning 
power  has  failed  to  progress  over  the 
years.  But  any  number  of  stocks  which 
sell  at  low  P/Es  in  bear  markets,  or 
because  of  temporary  adversities,  have 
repeatedly  demonstrated  that  they  can 
command  respectable  multiples  when 
the  climate  improves.  Gulf  Oil,  recent- 
ly selling  at  less  than  9  times  this 
year's  estimated  earnings,  has  sold  at 
15  times  earnings  or  more  in  every 
year  but  one  since  1963.  In  a  different 
vein,  Kentucky  Fried  Chicken,  the 
year  it  went  public  (1966),  was  con- 
sidered so  pedestrian  for  a  time  that  it 
could  have  been  bought  at  9  times 
earnings.  In  1967,  the  multiple  soared 
as  high  as  63. 

A  number  of  attempts  have  been 

A  fUMl  columnltt,   Mr.   Rolo  li  co-dlroctor  of  Mto 
RoMtrth  Dopt.  of  ttio  NTSE  Arm  of  H.  Honti  A  Co. 
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made  to  evaluate,  systematically  and 
with  rigorous  objectivity,  the  market 
performance  of  groups  of  low  and 
high  multiple  issues  (of  investment 
grade)  over  varying  time  periods  of 
not  less  than  one  year.  The  studies  I 
have  seen  (in  the  Financial  Analysts 
Journal  and  elsewliere)  all  reach  the 
same  conclusion:  The  lower  multiple 
stocks  outperform  the  higher. 

But  wait— there  is  a  catch.  Investors 
who  stick  rigorously  to  the  lower  mul- 
tiples miss  out  on  the  greatest  market 
perfomiers  of  their  time— stocks  such 
as  Avon  Products,  IBM,  Polaroid, 
Tampax,  Xerox,  and,  in  recent  years. 
Digital  Equipment,  Memorex  and 
many  others. 

This  brings  me  to  the  heart  of  the 
matter,  which  is  that  many  investors 
are  far  too  concerned  with  multiples 
per  se.  Fourteen  times  earnings  can 
prove  a  costly  trap  and  35  times  earn- 
ings a  bargain.  Multiples  are  meaning- 
ful only  in  relation  to  a  company's 
past  record  and,  more  importantly,  its 
earnings  prospects  and  growth  poten- 
tialities (with  due  regard  for  financial 
strength,  accounting  procedures  and 
other  fundamentals) . 

There  is  one  more  crucial  considera- 
tion: the  overall  market  environment 
and  the  trends  of  fashion  within  it.  In 
the  bear  market  of  1969,  most  of  the 
stronger  performers  were  high-growth, 
high-multiple  issues  (computers  and 
office  equipment,  drugs,  cosmetics, 
hospital  supply  and  others).  Aggres- 
sive investors  wanted  "earnings  visi- 
bility," which  the  better  quality 
high-growth  stocks  appeared  to  offer. 
Consequently,  there  was  strong  buying 
in  a  limited  number  of  issues  and 
prices  were  pushed  up,  often  to  new 
highs.  But  what  has  been  happening 
since  mid-February  clearly  represents 
a  shift  of  investor  sentiment  away  from 
the  highfliers  (many  of  which  had 
reached  the  upper  end  of  their  multi- 
ple range)  to  lower  P/E  stocks,  whose 
multiple  could  e.\pand  appreciably 
when  the  market  improves. 

This  development  is  characteristic 
of  the  later  stages  of  a  bear  market. 
It  happened  in  1962  and  1966.  and  in 
due  course  the  high-growth,  high- 
multiple  stocks  came  back  into  favor 
and  went  on  to  make  new  highs.  It  is 
my  conviction  this  pattern  will  repeat 
itself,  and  for  a  simple  reason :  Superior 


growth,  wherever  it  can  be  projected 
ahead  with  a  reasonable  degree  of 
probability,  rightly  commands  premi- 
um multiples.  The  compound  interest 
table  highlights  the  reason  why  in  no 
uncertain  terms. 

If  the  highfliers  remain  under  pres- 
sure, which  seems  a  possibility,  there 
coujd  be  attractive  buying  opportuni- 
ties in  these  stocks.  Should  IBM  slip 
to  the  300  area,  it  would  be  selling  at 
•.about  31  times  estimated  earnings  for 
1970.  This  is  close  to  the  low  end  of 
its  historic  P/E  ratio  range,  and  it 
looks  to  me  to  be  a  reasonable  valua- 
tion for  a  prospective  growth  rate 
close  to  three  times  that  of  the  Dow. 
An  offbeat  high  multiple  issue  that 
bears  watching  is  Alexander  &  Alex- 
ander (OTC,  49  bid),  an  aggressively 
managed  company  in  the  field  of  in- 
surance brokerage.  Per-share  earnings 
have  climbed  from  35  cents  to  $1.40 
over  the  past  five  years,  and  $1.70  ap- 
pears to  be  a  conservative  estimate  for 
1970.  If  my  appraisal  of  the  com- 
pany's prospects  is  correct,  earnings 
could  continue  to  grow  at  a  rate  of 
20%  or  better  for  some  years  to  come. 

Good  Performers 

Turning  to  low  P/E  stocks,  there 
are  quite  a  few  which  appear  to  have 
favorable  prospects  for  an  earnings 
gain  this  year  in  spite  of  an  economic 
slowdown.  Assuming  there  is  an  over- 
all decline  in  corporate  profits,  low 
P/E  stocks  which  can  show  an  earn- 
ings improvement  could  well  be 
among  the  better  market  performers. 
Among  those  which,  on  the  basis  of 
tentative  estimates  for  1970,  appear 
to  fit  this  category  are:  Dorsey  Corp. 
(17),  Dresser  Industries  (28),  Gro- 
lier  (25),  Kewanee  Oil  (24),  Occi- 
dental Petroleum  (23),  San  Diego 
Gas  &  Electric  (24),  Servisco  (14), 
and  Valley  National  Bank  of  Arizona 
(OTC,  24  bid).  Their  P/Es  range  ■ 
from  about  seven  to  14,  with  the  ma- 
jority around  ten. 

Grolier  is  one  of  the  rare  companies  , 
that  could  actually  benefit  from  a  | 
slowdown  in  the  economy,  since  en-  | 
cyclopedia  sales  are  related  to  the  size 
of  the  sales  force,  and  recruitment  has 
always  picked  up  in  times  of  rising 
unemployment.  This  year's  earnings 
could  rise  to  $2.50  per  share  from 
last  year's  $2.26.  San  Diego  Gas  & 
Electric  has  a  possible  long-term  kick- 
er: It  has  been  a  leader  in  the  de- 
velopment of  LNG  (liquified  natural 
gas).  Profits  in  1970  should  show  an 
increase  from  $1.85  per  share  to  the 
$2  area.  Valley  National  is  by  far  the 
largest  bank  in  its  fast-growing  state 
and  has  aggressive  management.  On 
prospective  earnings  of  $  1 .75  this  year, 
the  stock  appears  a  moderately  priced 
growth  issue.  ■ 
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C  ha  it  man 's 
Chair 


Fred  C.  Foy 


I  isixEss  would  be  better  off  with 

1   >4ood  many  new  faces  as  chieF 

icutive  officers.  I  have  a  theory 

•ut  chief-executive  tenure,  based 

m    my    own    experience    of    12 

irs  in  the  job. 

My  theory  is  this:  After  any  man 
las  been  chief  executive  officer  for 
liout  ten  years,  he  should  fire  him- 

F.  No  matter  how  good  he  was— 
nd  is— the  company  will  be  the  bet- 
tT  for  giving  another  guy  a  crack 
t  his  job.  (No,  I  won't  name  any 
lames,  offend  any  friends,  but  if 
lie  shoe  fits,  wear  it.) 

Here   are   fi\e   reasons   why   ten 

ars  is  about  the  limit  of  one  man's 


Mr.  Foy,  a  guest  columnist,  has  just  retired  as 
lairman  of  Koppers  Co.  He  joined  the  company  in 
548.  became  president  and  CEO  in  1954,  chair- 
an  in  1955. 


Why  Bosses  Should  Fire  Themselves 

by  Fred  C.  Foy* 


useful  life  in   a   top  business   job. 

1)  In  every  business  some  top 
policy  decisions  finally  have  to  be 
made  by  the  boss.  In  making  them 
—no  matter  how  persuasi\ely  the 
pros  and  cons  are  put  forward— the 
boss  is  bound  to  be  influenced  by 
his  own  personal  leanings,  beliefs  or 
experience.  By  the  end  of  ten  years, 
the  cumulative  total  of  his  "yeses 
and  noes"  is  [jound  to  result  in  a 
boss-like  corporate  pattern.  Maybe 
he  has  l)een  right  ever\  time,  but 
you  can  bet  that  at  least  some  of 
his  key  people  don't  think  so.  After 
enough  "don't  think  sos"  they  come 
down  with  galloping  frustration,  an 
insidious  disease,  and  the  good  ex- 
ecutives will  i)egin  to  leave  the 
company.  The  best  way  to  avoid 
the  disease  and  the  departure  is  to 
change  the  man  at  the  top,  get  the 
team  a  new  captain. 

2)  The  corporate  cost  battle  nev- 
er ends.  The  top  man  wields  the 
biggest,  sharpest  and  most  final 
pruning  knife.  But  not  on  projects 
he  knows  surely  are  going  to  bloom. 
But  are  they  really  going  to  bloom 
or  is  he  just  in  love  with  them  be- 
cause he  has  believed  in  them  from 
the  start?  Best  way  to  find  out  is  to 
hand  the  decision  to  another  man. 

3)  Business  is  loaded  with  formal 
management  selection  plans,  but 
the  boss  is  still  the  boss.  So  he 
pushes  up  the  "good  guys"  and 
holds  back  the  "bad  guys."  Being 
human,  he  may  just  possibly  have 
been  wrong  a  few  times.  A  new 
chief  executive  might  make  a  few 
changes  and  improve  the  lineup— 
from  top  to  bottom. 

4)  There  has  to  be  room  at  the 
top.  Opening  up  the  top  job  opens 
many  others  down  the  line.  Really 
good  younger  men  have  to  look  up 
to  some  real  opportunity  above.  If 
they  don't  see  planned  opportunity 
ahead,  they'll  jump  to  where  the 
action  is  faster.  Death  and  retire- 
ment are  too  slow  to  run  on  the 
same  track  with  impatience. 

5)  Today's  chief  executive  jobs 
are  increasingly  exhausting.  After 
ten  years,  all  but  supermen  are 
tired,  and  tired  guys  simply  don't 
try  hard  anymore. 

I  rest  my  case. 

"But,"  you  say,  "I  know  some 
real  young,  real  good  chief  execu- 
tive' officers  in  their  40s  or  50s. 
What  happens  to  them?  You  going 
to  throw  them  out  in  the  cold  af- 
ter ten  years?" 


Out  of  the  chief  executive  jol>, 
\  es.  Out  of  the  company,  no. 

New  Title:  CAO 

Comes  now  theory  number  two— 
that  the  nonoperating  external  re- 
lations of  business,  the  whole  clutch 
of  things  which  have  nothing  to  do 
with  daily  operations,  have  become 
so  demanding  and  so  critical  to  the 
future  that  every  company  needs  a 
chief  ambassadorial  officer,  a  top 
member  of  management  who  can 
represent  it  at  the  White  House  or 
as  president  of  an  important  trade 
association  when  the  company's 
turn  to  contribute  comes  up. 

My  five-star  candidate  for  this 
job  is  a  man  who  has  first  been  the 
operating  head  of  his  company.  He 
knows  what  laws  are  uselessly  im- 
peding its  progress  and  the  vigor  of 
business  generally;  what  govern- 
ment and  industry  practices  are  ty- 
ing us  in  knots  in  the  worldwide 
contest  for  markets  and  for  survival. 
This  man  knows  the  impact  of 
taxes  and  of  labor  policy  and  of  fi- 
nancial restrictions. 

Cabinet  secretaries  exchange  in- 
formation and  views  with  the  mem- 
bers of  The  Business  Council  sev- 
eral times  a  year.  Every  active  mem- 
ber is  a  chairman  or  a  president. 

The  Department  of  Commerce  is 
aided  in  its  drive  to  increase  ex- 
ports by  the  National  Export  Ex- 
pansion Council;  43  of  the  74  mem- 
bers are  chairmen  or  presidents. 
Throughout  government,  business 
is  being  heard.  Throughout  busi- 
ness, government  is  being  heard. 
What  is  important  is  that  the  views 
of  both  be  considered  and  dis- 
cussed in  depth— and  by  people 
who  can  act. 

The  most  effective  business  rep- 
resentative in  such  discussions  is  an 
informed,  vocal  chairman  or  presi- 
dent. Let's  face  it,  he  carries  more 
weight,  even  before  he  opens  his 
mouth,  than  a  vice  president,  be- 
cause he  can  say  "yes"  or  "no"  and 
make  it  stick.  Even  when  he  is  no 
longer  the  chief  executive  officer. 

Sure  this  costs  money,  an  extra 
high  level  salary.  But  on  the  basis 
of  personal  experience,  I  believe 
this  kind  of  representation  is  worth 
what  it  costs.  This  is  especially  true 
abroad,  where  doing  business  in 
foreign  countries  often  calls  for 
personal  contact  with  presidents, 
prime  ministers  and  ministers. 

Let  me  give  you  an  example  of 
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Chairman's  Chair 


how  this  can  \yoik  in  practice. 
Several  years  ago,  my  former 
company,  Koppers,  contracted  to 
build  an  integrated  steel  mill  in 
Turkey.  "We  can  build  this  plant 
in  42  months,  if  you  can  stick  to 
your  part  of  the  schedule,"  I  in- 
sisted. In  Ankara,  the  capital,  the 
Turks  were  unconvinced.  They  told 
me  I  didn't  understand  independ- 
ent, tape-snarled  Turkish  ministries 
and  government  corporations. 

No  Excuses,  Please 

We  didn't  seem  to  be  getting  any- 
where, so  I  suggested  I  go  home 
and  get  our  end  started  while  they 
did  the  same.  By  the  time  I  reached 
Istanbul  my  steel  company  friends 
were  on  the  phone:  The  President 
of  Turkey  wanted  to  see  me  before 
I  left.  Back  I  flew  to  Ankara  on  the 
first  available  plane. 

The  meeting  was  very  brief. 

"Word  has  reached  me,"  Presi- 
dent Gursel  explained,  "that  no 
steel  mill  of  this  magnitude  can  be 
built  and  put  into  operation  in  the 
time  you  have  allowed.  Is  this 
correct?" 

"It  is  not.  Your  Excellency." 

I  assured  him  that  if  the  minis- 
tries and  agencies  of  the  Turkish 
government  would  meet  their 
schedules,  I  would  have  the  pleas- 
ure of  accompanying  him  to  the 
start-up  42  months  hence. 

We  discussed  types  of  innovative 
government  cooperation,  such  as 
setting  up  a  temporary  customs 
warehouse  and  clearance  area  at 
the  plant  site.  As  I  rose  to  leave, 
his  eyes  stopped  me.  He  rose  also, 
and  spoke  with  a  note  of  command, 
"Mr,  Foy,  one  last  word  for  you. 
This  mill  must  operate  on  time. 

"If,  at  any  point,  any  part  of  the 
Turkish  government  delays  your 
progress,  you  are  to  come  to  me 
immediately,  directly  and  personal- 
ly, so  that  I  may  correct  the  situa- 
tion without  delay.  Is  that  clear?" 

Miracle? 

It  was,  and  I  never  did.  And  he 
never  had  to.  The  mill  poured  its 
first  steel  in  41  months  and  20  days. 
Our  Turkish  associates  still  regard 
it  as  a  miracle. 

Sometimes  you  just  have  to  have 
the  right  person  at  the  right  place 
at  the  right  time  to  accomplish  the 
unaccomplishable.  It's  one  wav  a 
chief  executive  can  be  indispens- 
able even  when  he's  an  ex-chief 
executive.  ■ 


Which  3  of  70 


NO-LOAD  FUNDS 


(no    broker    tfr) 

are  moving  far  in  front? 

AGGRESSIVE 

GROWTH 

FUNDS 

REPORT' 

SPECIAL  OtFER! 

m  .Special  report  on  !No-Load 
Funds  reg.  $2. 

B  Current  AGFR  REPORT 

reg.  $3. 

SEE  top  selected  load  and 
no-load  funds 

GET  exclusive  Thomas  ratings 

MOVE  into  hi-performance  funds 

NOW  .  .  .  BOTH  JUST  *l. 

Send  $1  with  name  and  address  to 

Chas.  H.Thomas,  Inc. 

_  Depl.     F-16-0      P.O.  Box  667. 

%  Los  Altos,  Calif,  94022  i 


WHICH  HIGH  PERFORMANCE 

NO  LOAD 


(nc   broker  (ee) 

MUTUAL 


T 


SHOULD  YOU  BUY  NOW? 


GROWTH  FUND  GUIDE  is  an  advi- 

sory  service  which  tells  you  what  it 
thinks  and  why.  No  doubletalk. 

NOW  if  you  are  looking  for  straightfor- 
ward advice,  forecasts,  charts,  ratings, 
pages  of  statistics  and  information  on 
about  50  of  America's  fastest  growing 
no-load  and  load  mutual  funds  take 
advantage  of  our  special  offer  today, 

GET  our  current  24-page  issue  Reg.  $3 

PLUS 

our  new  bonus  report 
Load  vs.  No-Load  Reg.  $2 

ALL  lor  only  $1    (new  subscribers  only) 

Just  mail  thiis  ad  and  $1  to 

GROWTH  FUND  RESEARCH,  INC. 

Dept.  F-12  P.O.  Box  2109 
Long  Beach,  Calif.  90801 

Subscription  cannot  be  assigned  without  your  consent 

GROWTH)  GUIDE 


THl  INVESTOKS  GUIDE  TO  OYSAMIC  GROWTH  FUNDS 


94 


FORBES.   APRIL   15.    197( 


fOf 


The  Funds 


Imitating  Bernie 


The  idea  of  a  fund  of  funds— a  mu- 
tual fund  that  invests  in  shares  of 
other  mutual  funds— has  never  got- 
ten ver>  far  in  the  U.S.  For  one 
thing,  the  Securities  &  E.xchange 
Commission  has  had  reservations 
about  the  double  sales  charge  in- 
vestors might  in  effect  have  to 
pay:  first  when  they  bought  into 
the  fund  itself  and  then  whenever 
the  fund  Ixjught  into  another  load 
fund.  Then  too,  the  record  to  date 
has  been  none  too  encouraging. 
First  Multifund,  the  only  such  U.S. 
fund  of  any  size,  has  turned  in  an 
uninspiring  performance  in  its  first 
29  months  of  existence. 

This  is  not  to  say  the  c-oncept 
hasn't  worked  elsewhere.  The  Fund 
of  Funds  is  a  big  cog  of  Bernard 
Cornfeld's  financial  empire  in  Eu- 
rope. And  a  Cornfeld  imitator. 
Chase  Selection  Fund,  a  •S95-mil- 
lion  fund  managed  by  Geneva's  Se- 
curities Management  Co.,  hasn't 
done  badly  either.  From  its  start  in 
early  1965  through  1969,  Chase 
Selection  had  a  gain  of  62?  t  v.  a 
decline  of  1 1^  in  the  Dow-Jones  in- 
dustrial average  in  the  same  time. 

Chase  Selection  is  unusual  in  oth- 
er ways  as  well.  For  one  thing, 
though  SMC  poses  as  a  fund  man- 
agement company,  its  various  funds 
are  actually  managed  by  its  invest- 
ment adviser,  Boston's  John  P. 
Chase  Inc.,  headed  by  John  Chase. 
The  association  is  natural  enough. 
S.MC  was  started  in  196.5  by 
Chairman  Rene  de  Chochor,  then 
as  now  a  Chase  Selection  senior 
vice  president,  to  sell  mutual  funds 
in  Europe  and  the  Middle  East.  De 
Chochor  appointed  Chase  to  do 
his  firm's  investing  and  devoted  his 
own  time  to  sales  and  paperwork. 

As  investment  adviser,  John 
Chase  was  not  about  to  concede 
that  a  competitor's  judgment  was 
markedly  better  than  his  own,  and 
so  a  good  share  of  Chase  Selec- 
tion's money  went  into  funds  man- 
aged by  John  P.  Chase  Inc.  itself. 
One  of  the  first  two  funds  John 
Chase  bought  for  Chase  Selection 
in  1965  was  his  own  Chase  Fund 
(the  other  was  Keystone  S-4)  and 
since  then  he  has  bought  three  more 
Chase  funds:  Income  &  Capital, 
Chase  Frontier  and  Chase  Spe- 
cial. Beyond  this.  Chase  Selection 
bought   into   each   of   the   conven- 


tional mutual  funds  SMC  has  spon- 
sored in  Europe,  so  that  bv  the  end 
of  1969  it  held  20f  of  the  S.35-mil- 
lion  International  Technology  Fund 
and  between  17%  and  Al%  of  four 
other  smaller  SMC  funds.  All  told, 
about  21?  of  Chase  Selection's  to- 
tal assets  were  invested  in  Chase- 
managed  funds. 

There's  no  denying  that  a  Chase 
Selection  investment  in  SMC's  oth- 
er funds  can  provide  valuable  seed 
money,  but  de  Chochor  denies  that 
there's  any  real  conflict  of  interest. 
"Buying  the  Cha.se  funds  is  not  a 
decision  .Mr.  Chase  makes  without 
asking  us,"  de  Chochor  says.  "It 
wouldn't  be  fair  to  simply  put  them 
in.  We  buy  strictly  on  performance, 
and  if  the  performance  of  one  of 
the  Chase-managed  funds  were 
down,  we  would  kick  it  out. "  Which 
is  why  Chase  Selection  sold  In- 
come &  Capital  in  late  February. 

Helpful  Relatives 

De  Chochor  claims  that  Chase 
Selections  strategy  of  investing  in 
the  Chase  family  funds  has  pla\ed 
no  small  part  in  its  considerable 
success.  Chase  Fund  and  Chase 
Frontier,  he  .says,  have  been  among 
the  fund's  big  winners,  along  with 
Keystone  S-4,  Fidelity  Trend  and 
Anchor  Growth  Fund. 

"Income  &  Capital  has  the  best 
recor<^  of  all  the  dual-purpose 
funds,"  he  says,  though  it  was  sold 
when  prospects  dimmed.  "Interna- 
tional Technology  perhaps  was  our 
best  investment."  That  fund  gained 
126?  in  less  than  five  years. 

"Some  of  our  winners  are  no 
longer  in  the  portfolio  because  they 
grew  too  large,"  de  Chochor  goes 
on.  "When  Fidelity  Trend  reached 
•SI  billion  in  1968,  after  going  up 
72?  in  1967,  we  sold  it.  But  when 
they  brought  out  Fidelity  Interna- 
tional, we  bought  it.  That  fund  was 
up  28?  in  1969." 

Chase  Selection  survived  the 
1969  bloodbath  taken  by  U.S. 
funds  fairly  well.  Between  20?  and 
30?  of  its  assets  were  invested  in 
cash— Eurodollars  at  10?  interest— 
and  Chase  switched  some  of  its 
U.S.  investments  into  funds  invest- 
ing in  Japan.  Result:  a  15?  decline, 
the  same  as  the  DJI,  though 
some  U.S.  funds  in  the  portfolio 
fell  much  more  than  that— Putnam 


Rene  de  Chochor 


Vista,    for   example,   was   off   29?. 

Despite  last  year's  performance, 
de  Chochor  still  worries  about 
SMC's  image.  "There  is  relati\el\ 
little  control  in  Europe  over  what 
is  being  sold  to  the  public,"  he 
points  out,  and,  if  the  public  de- 
velops a  negative  attitude  toward 
funds,  SMC  could  suffer.  So,  last 
October,  he  sold  a  25?  interest  in 
SMC  to  First  National  City  Bank. 
"We  figured,"  he  says,  "with  Citi- 
bank participating  the  world  would 
.say  'SMC  must  be  ethical.'  "  Two 
months  after  the  deal  was  made  de 
Chochor  made  a  public  offering  of 
18?  of  S.MC's  stock. 

De  Chochor  chafes  at  the  re- 
strictions various  countries  are  put- 
ting on  fund  managers  these  days. 
Funds  of  funds  have  been  out- 
lawed in  Germany,  for  instance,  and 
the  U.S.  Interest  Equalization  Tax 
eliminates  the  U.S.  as  a  market. 
"Each  country  has  a  different  law," 
de  Chochor  says,  "so  we  will  have 
to  have  many  more  funds.  In  Italy, 
you  have  to  invest  50?  of  your 
money  in  Italy.  If  you  can  only 
invest  a  fund  in  France,  its  size  limit 
probably  would  be  $100  million. 
Otherwise,  you  wouldn't  have 
enough  securities  to  invest  in."  This 
profusion  of  funds  may  well  in- 
crease overhead,  but  de  Chochor 
doesn't  have  to  worry  much  about 
finding  buyers.  No  matter  how 
many  new  funds  he  has  to  start. 
Chase  Selection  will  be  there  to 
provide  the  seed  money.  ■ 
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just  off  the  press: 


1970  Mutual 

Fund  Guide 

The  356-page  fact-filled  book 
covering  428  funds 


. . .  used  by  investors,  brokers,  and  money  manaeers  in 

all  50  states  and  in  66  foreign  countries.  Now  in  its 
12th  year  of  publication,  FundScope's  1970  Guide  is 
tiie  largest  ever,  containing  much  new  exclusive  per- 
formance and  reference  data  not  available  elsewhere. 
FundScope's  1970  Mutual  Fund  Guide  is  a  book  of 
facts,  edited  from  the  investor's  viewpoint,  with  no 
axe  to  grind.  FundScope's  1970  Guide  presents  objec- 
tively and  thoroughly,  basic  information  necessary  to 
determine  how  to  get  your  dollars'  worth  from  a  mutual 
fund  investment.  For  example: 

EXCLUSIVE  PERFORMANCE  RATINGS 

Is  your  fund  rated  above-average  or  below-averaEe? 
How  does  it  rate  for  Growth?  for  Income?  for  Stability? 
FundScope  rates  each  fund  in  each  category  and  com- 
binations of  each. 

FUNDS  RANKED  BY  SIZE- Load  and  No-Load 

10-YEAR  STATISTICAL  RECORD 

Shows  for  each  fund,  for  each  year  of  the  past  ten 
years:  Closing  Net  Asset  Value  Per  Share;  Dividends 
From  Investment  Income,  and  Capital  Gain  Distributions 
Per  Share;  High-Low  Offering  Price. 

FUND  ADDRESSES 

Including  Fund's  telephone  number,  address  and  tele- 
phone number  of  Transfer  Agent,  and  name  of 
Custodian. 

10YEAR  PERFORMANCE  RESULTS 

Reveals  that  an  assumed  $10,000  investment  in  the 
period  ended  12/69  (with  all  distributions  reinvested) 
grew  to  an  average  value  of  $21,255  for  all  mutual 
funds.  However,  individual  funds  showed  vast  differ- 
ences, with  the  top  fund  growing  in  value  to  $51,344 
while  the  poorest  fund  advanced  in  value  to  $11,475. 
Four  mutual  funds  showed  a  liquidating  value  greater 
than  $40,000;  sixteen  more  than  $30,000;  thirty-one 
more  than  $25,000.  FUNDSCOPE  NAMES  ALL  THESE 
FUNDS  IN  ACTUAL  ORDER  OF  PERFORMANCE. 

DO  YOU  KNOW 

•  Which  Funds  have  Payroll  Deduction  Plans? 

•  Which  Funds  specialize  in  Qualified  Employee 
Benefit  Plans? 

•  Which  Funds  buy  Puts  &  Calls? 

•  Which  Funds  may  Hedge  or  Sell  Short? 

•  Which  Funds  use  Leverage? 

FundScope  Gives  You  The  Answers 
PLUS:  Founding  date,  time  operated  by  present  manage- 
ment, management  fees  (showing  minimum/maximum 
range  and  if  fee  is  based  on  an  incentive  formula  geared 
to  performance),  expense  ratios,  assets,  price-earnings 
ratio,  rate  of  portfolio  turnover,  and  other  "must"  infor- 
mation including  a  complete  glossary  of  mutual  fund 
terms. 

In  addition,  this  valuable  1970  guide  tells  you  which 
funds  have  KEOGH  INVESTMENT  PLANS  (and  which  are 
Split-Funded),  WITHDRAWAL  PLANS  (level  payment  and 


variable  payment  plans),  ACCUMULATION  PLANS, 
CUMULATIVE  PURCHASING  PRIVILEGE,  SYSTEMATIC 
INVESTMENT  PLANS  ($$Cost-Averaging),  LETTER  OF 
INTENT  AND  INSURANCE  PLANS.  All  this,  and  other  valu- 
able information  is  yours  in  the  1970  Edition  of  Fund- 
Scope's  Mutual  Fund  Guide. 

NO  OTHER  PUBLICATION  IS  LIKE  FUNDSCOPE 

FundScope  presents  information  not  available  anywhere 
else  — at  any  price.  FundScope  does  NOT  offer  invest- 
ment advice.  FundScope  DOES  provide  facts  to  assist 
you  in  making  decisions.  FundScope  does  NOT  sell 
mutual  funds  or  have  any  connection  whatsoever  with 
any  fund  or  related  company.  No  salesman  will  call. 
FUNDSCOPE'S  MONTHLY  COVERAGE  OF  MUTUAL  FUNDS 
IS  BY  FAR  THE  MOST  COMPREHENSIVE  AVAILABLE  TO 
THE  PUBLIC. 

Before  you  make  any  important  decisions  regarding 
mutual  funds,  see  for  yourself  why  each  month 
thousands  of  investors,  brokers,  and  money  managers 
throughout  the  nation  and  world  read  FundScope.  Your 
introduction  to  FundScope  will  include  the  important 
1970  Mutual  Fund  Guide: 

SPECIAL  OFFER  (New  trial  subscribers  only) 
Send  just  $17  for  a  3month  trial  subscription  to  Fund- 
Scope  including: 

A.  The  April  1970  MUTUAL  FUND  GUIDE... the  new 
Bible  of  the  Mutual  Fund  Industry.  A  must  for  any- 
one who  now  owns  mutual  funds  or  is  considering 
a  future  Investment  in  funds.  (THIS  GUIDE  ALONE 
SELLS  FOR  $15.00.) 

B.  The  May  issue  featuring  performance  results  for  the 
latest  5-year  period,  plus  regular  "quarterly  per- 
formance review,"  our  latest  12-month  tabulations 
on  fund  performance,  and  an  in-depth  article  on 
Variable  Annuity  Contracts-the  investment  vehicles 
using  a  new  breed  of  mutual  funds. 

C.  The  June  "Withdrawal  Plan"  issue.  Provides  10- 
year  results,  as  well  as  the  answers  to  the  most 
frequently  asked  questions  about  these  popular 
"check-a-month"  plans. 

PLUS  3  BIG  BONUSES 

1.  "ARE  NO-LOAD  FUNDS  A  BARGAIN?"  Are  Load  Funds 
expensive?  A  special  40-page  reprint  from  Fund- 
Scope's  famous  article  compares  No-Load  funds  with 
Load  funds. 

2.  "COMBINING  MUTUAL  FUNDS  &  LIFE  INSURANCE 
FOR  FINANCIAL  SECURITY."  This  article  tells  you 
what  is  behind  these  combination  packages  that  are 
increasing  in  popularity. 

3.  "KEOGH  IS  FOR  YOU."  An  indepth  S-page  reprint 
covering  the  plan's  35  main  points. 

ACT  NOW:  (10-day  returnable  guarantee.)  Mail  your 
$17.00  today,  or  if  you  prefer  the  above  offer  with  a 
full  money-saving  14-month  subscription,  send  $45.00. 
Include  zip. 


FundScope 


Dept.F-3,  Suite  700,  1900  Avenue  of  the  Stars, 
L.OS  Angeles,  Calif.  90067 
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( Continued  from  page  16) 

It  is  competitive  with  state-aided  institu- 
tions (semi-private  at  $48  a  day  vs:  $60 
in  the  Philadelphia  area).  In  1970  gross 
revenues  will  exceed  $10  million.  The 
charges  for  Medicare  patients  are  $51  a 
day;  at  Temple  University  they  are  $86. 
Strong  arguments  for  private,  profit-ori- 
ented medical  care! 

—George  L.  Seifert,  M.D. 

Chairman,  Dept.  of 

Obstetrics  &  Gynecology 

Rolling  Hill  Hospital 

Philadelphia,  Pa. 

Sra:  Have  you  considered  the  added 
cost  of  the  average  doctor's  "doing  busi- 
ness"? For  example,  hability  insurance 
that  20  years  ago  cost  $85  a  year,  now 
is  a  whopping  $5,619. 

—La  Rue  Listak 
San  Diego,  Calif. 

See  story,  page  63— Ed. 

Sir:  The  AM  A,  burdened  as  it  was 
with  Dr.  Annis,  tried  its  best  to  explain 
that  Medicare  was  going  to  cost  a  great 
deal  more  than  the  Government  esti- 
mated. Prior  to  Medicare-Medicaid,  phy- 
sicians rendered  care,  gratis,  to  the  in- 
digent. We  still  do,  because  the  program 
is  bankrupt.  Hospital  costs  are  not  the 
doctor's  fault.  Labor  costs  have  skyrock- 
eted. The  situation  is  indeed  critical. 
But  please  don't  blame  everything  on 
greedy,  grasping,  uninformed,  uncaring 
M.D.  "hacks." 

—Park  W.  Espenschade  Jr.,  M.D. 

Resident,  Union  Memorial  Hosp. 

Baltimore,  Md. 

The  editorial  certainly  did  not  intend 
to  nor  did  it  do  so— MSF. 

The  Wrong  Wright 

Sm:  In  your  cover  story  "Who  Owns 
the  Oceans'  Treasures?"  (Forbes,  Mar. 
15),  you  quote  me  as  referring  to  some 
U.N.  members  as  "bleeding  hearts"  who 
would  use  offshore  lease  payments  to 
"buy  javelins  for  the  people  of  Ghana." 
I  have  never  made  any  such  statement 
privately  or  publicly,  nor  does  my  busi- 
ness philosophy  and  record  reflect  these 
sentiments.  Moreover,  the  article  ne- 
glected to  mention  that  SWECO  in- 
vested $150,000  of  its  own  funds  in  re- 
search on  fish  protein  concentrate  prior 
to  formation  of  Ocean  Harvesters  Inc., 
our  joint  venture  company  which  was  the 
successful  bidder  on  the  U.S.  Depart- 
ment of  Interior's  fish  protein  concen- 
trate pilot  demonstration  plant. 

-H.  W.  Wright  Jr. 
President, 
SWECO  Inc.   I 
Los  Angeles,  Calif. 

Our  apologies.  We  wrote  about  the 
wrong  Wright.  The  comments  were  made 
by  Henry  Wright,  manager  of  leases  for 
the  Western  Oil  Gas  Association— Ed. 
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Growth 
industry  ^^ 
Shares. 
Inc. 


Since  1946 


A  MUTUAL  FUND 

INVESTING  IN 

GROWING  COMPANIES 


A  NO-LOAD 
FUND 

Offered  and  Redeemed 
at  Net  Asset  Value 


Mall  coupon  below  (or  copy  of  prospectus. 


Growth  Industry  Shares, inc., Rooin  1018 
6  N.  Michigan  Ave.,  Chicago,  III.  60602 


City 


Slalo 


ZIP 


^^^»     Investments  Geared  to  America's  Future 

%  JOHNSTON 

MUTUAL  FUND 

for  investors  seeking  possible  growth 
of  capital  and  income 

A  NO-LOAD  FUND 

No  Redemption  Charge 
Systematic  Investment  Plan 

NO  SALES  CHARGE 

Self-Employed  Retirement  Plan 
Available   {Keogh  Act) 

Mail  Today  For  Free  Prospectus 


The  Johnston  Mutual  Fund,  Inc. 
460  Park  Ave.,  N.Y.C.  10022    Dept.  C 
Phone:(212)679-2700 

NAME  


ADDRESS . 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  partner 

JOHN  W.  SCHULZ 


A 


ABRAHAM  &CO. 

Members  New  York  Stock  Exchange 

and  other  leading  Exchanges 

120  Broadway.  New  York.  N.  Y.  10005 
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THOUGHTS . . . 


ON  THE 
BUSINESS  OF  LIFE 


The  hardest  thing  in  the  world  to 
understand  is  the  income  tax. 

—Albert  Einstein 


The  greatest  genius  will  never  be 
worth  much  if  he  pretends  to  draw 
exclusively  from  his  own  resources. 
What  is  genius  but  the  faculty  of  seiz- 
ing and  turning  to  account  everything 
that  strikes  us?  —Goethe 


Dishonesty  is  a  forsaking  of  perma- 
nent for  temporary  advantages. 

—Christian  Bovee 


Always  remember  that  there  is  a 
law  of  compensation  which  operates 
just  as  infallibly  as  gravitation,  and 
that  victory  goes  at  last  where  it  ought 
to,  and  that  this  is  just  as  true  of  in- 
dividuals as  of  nations. 

—William  Feather 


Life  to  the  great  majority  is  only  a 
constant  struggle  for  mere  existence, 
with  the  certainty  of  losing  it  at  last. 

—Arthur  Schopenhauer 


It  is  not  sufficient  to  have  great 
qualities;  we  must  be  able  to  make 
proper  use  of  them. 

—La  Rochefoucauld 


Sloth  never  arrived  at  the  attain- 
ment of  a  good  wish. 

—Miguel  de  Cervantes 


The  person  who  studiously  avoids 
work  usually  works  far  harder  than 
the  man  who  pleasantly  confronts  it 
and  does  it.  Men  who  cannot  work  are 
not  happy  men. 

— L.  Ron  Hubbard 


I  see  no  virtues  where  I  smell  no 
sweat.  —Francis  Quables 


If  Einstein  and  the  agents  of  the  In- 
ternal Revenue  Service  cannot  under- 
stand the  Tax  Code,  then  the  ordi- 
nary taxpayers  of  the  U.S.  are  entitled 
to  a  little  help. 

—Warren  Magnuson 


B.  C.  FORBES 

You  cannot  permanently  take 
out  of  the  works,  or  out  of  the 
world,  more  than  you  put  into 
it.  Men  have  tried  it  in  all  ages, 
but  accounts  were  squared 
eventually.  It  still  remains  true 
that  man  must  earn  his  daily 
bread  by  the  sweat  of  his  brow. 
Drones,  it  is  well  to  remember, 
do  not  live  long. 


There's  a  lot  more  in  each  of  us 
than  any  of  us  suspects.  Undoubtedly 
many  former  athletes  had  the  power 
to  run  the  four-minute  mile.  It  was  a 
barrier  only  until  one  man  achieved  it! 
—Charles  K.  Rudman 


Let  us  go  forth  and  resolutely  dare 
with  sweat  of  brow  to  toil  our  little 
day.  —John  Milton 


No  person  was  ever  honored  for 
what  he  received.  Honor  has  been  the 
reward  for  what  he  gave. 

—Calvin  Coolidge 


When  I  give,  I  give  myself. 

—Walt  Whitman 


Next  to  being  shot  at  and  missed, 
nothing   is  really   quite  as   satisfying 
•as  an  income  tax  refund. 

—F.J.  Raymond 


The  fortunate  circumstances  of  our 
lives  are  generally  found,  at  last,  to  be 
of  our  own  producing. 

—Oliver  Goldsmith 


With  most  men  life  is  like  backgam- 
mon—half skill  and  half  luck. 

—Oliver  Wendell  Holmes 


It  is  rascally  to  steal  a  purse,  daring 
to  steal  a  million,  and  a  proof  of  great- 
ness to  steal  a  crown.  The  blame  di- 
minishes as  the  guilt  increases. 

— Johann  Schiller 


Industry  is  fortune's  right  hand  and 
frugality  her  left.  —John  Ray 


All  I  want  of  the  world  is  very  little. 
I  only  want  the  best  of  everything, 
and  there  is  so  little  of  that. 

—Michael  Arlen 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $6.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  lOOIl.  (Sales 
tax:  New  York  State,  from  3%  to 
6%;  New  York  City,  6%.) 


A  Text . . . 


Sent  in  by  Linda  G.  Bell,  Crow- 
ley. Tex.  What's  your  favorite 
text?  The  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of  Life 
is  presented  to  senders  of  texts 
used. 


Ye  have  sown  much,  and  bring  in  lit- 
tle; tje  eat,  but  ye  have  not  enough; 
ye  drink,  but  ije  are  not  filled  with- 
drink;  ye  clothe  you,  but  there  is 
none  warm;  and  he  that  earneth 
wages  earneth  wages  to  put  it  into  a 
bag  with  holes.  — Hagcai  1:6 
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Our  chemical  sales 
just  topped  ^342  millioa 

A  dozen  or  so  years  ago  we  were  mainly  an  oil  company.  A  successful  oil  company. 

But,  nevertheless,  mainly  an  oil  company.  Then  some  of  us  put  our  heads  together 
and  got  down  to  some  serious  planning  into  other  areas. 

We  figured  the  best  way  to  make  our  company  even  more 
successful  was  to  move  into  related  businesses. 

Since  we  were  already  in  petrochemicals,  why  not  get  into 
chemicals,  too.^  So  we  made  the  move. 

And  soon  we  became  one  of  the  leading  suppliers  of  carbon 
black  in  the  country. 

In  fact,  it  wasn't  long  before  we  were  turning  out  all  kinds 
of  chemicals.  Chemicals  to  make  paint  tougher,  chemicals  to 
make  tires  stronger,  chemicals  to  make  bread  stay  freshen 

Our  chemical  activities  grew  at  such  a  pace  that  we  knew 
we  had  to  organize  a  separate  division. 

And  so  we  took  a  long,  hard  look  at  the  chemical  operations 
under  our  wing,  put  them  together,  and  came  up  with  our  very 
own  chemical  company. 

Ashland  Chemical  Company 

Today  we're  counted  among  the  top  ten  oil  companies  in 
chemical  sales. 

Some  people  say  we  planned  it  that  way. 

We  did.  m  ^ 

And  you 
thought  ive  were  only 
an  oil  company. 


Ashland 

Ashland  Oil,  Inc.,  Ashland,  Kentucky 


Life  ain't  easy  for  a  boy  named  Sue. 


tier  16 
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Northern 
Natural  Gas 
Company 

Home  Office:  Omaha,  Nebraska 


The  gas  company  thaf  s  something  else. 


We   know  how  you   feel,   Sue.    It's  tough 
having  a  name  that  doesn't  really  tell  who 
you  are.  Or  what  you  do.  Or  what  you 
stand  for.   People  tend  to  take  names  at 
face  value,  without  looking  behind  the  name 
to  see  what's  really  there.  Take  us  for 
instance.  Our  name's  Northern   Natural 
Gas   Company,    so    naturally   people 
think  we  pipe  natural  gas.  And  we  do.  But 
that's  not  the  half  of  it.  We  also  make 
plastics   and    polyethylene   for   packaging, 
ingredients  for  fabric  softeners,  helium 
for   the    space    program,    ethylene    glycol, 
anti-freeze,    ethane,    butane,    propane, 
and    so    on.    Enough,    in    fact,    so 
that  we  have  passed  the  one  billion-dollar 
mark  in  plant  and  equipment  investment. 
(A  little  factor  enabling  us  to  pay  our  132nd 
consecutive  quarterly  dividend.)  So,  you  see 
what  we  mean:  namely  that  there's  a  lot 
more  to  Northern  than  just  natural  gas.  You 
name  it,  we  do  it.  For  your  copy  of  our 
annual  report  write:  Annual  Report,  Northern 
Natural  Gas  Company,  2223  Dodge  Street, 
Omaha,  Nebraska  68102. 


LET  US  BUY 

YOUR  TRAILERS 

FOR  YOU. 


Uh  huh.  You  read  it  right. 
And  we're  no  philanthropist 
either.  We're  in  business  to 
make  money.  We  figure  on 
doing  it  by  helpingyou  make 
money.  Which  you  can't  make 
as  much  of  if  you've  got  idle 
trailers  standing  around  do- 
ing nothing.  Even  some 
of  thetime. 


So  rent  your  trailers  from 
us.  Only  when  you  need  trail- 
ers. And  don't  rentthem 
from  us  when  you  don't  need 
trailers.  That  way,  you've  got 
all  the  advantages  of  trailer 
usage.  And  we'll  worry  about 
the  disadvantages  of  trailer 
ownership.  Things  like  main- 
tenance problems,  repair 
work,  depreciation,  licen 
ses  and  obsolescence. 


And  we'll  take  the  trailers 
off  your  hands  when  you 
don't  need  them.  We'll  even 
park  them  for  you. 

Most  companies  can  make 
use  of  our  rental  service  for 
one  reason  or  another.  For 
instance,  let's  sayyourcom- 
pany  suddenly  acquires  a 
new  account.  It  needs  ser- 
vicing immediately,  but  all 
yourtrucks  are  tied  up. 
Call  us  for  the  extra  trailers 
you  need. 

Or  suppose  you  own  a 
fleet  of  vans  and  suddenly 
need  a  couple  of  flatbeds. 
They're  only  a  phone 
call  away.  Or  maybe 
your  company  exper- 
iences periodic 
surges  in  business 
volume.  Rent  the  trail 
ers  you  need  until  you're 
past  the  peak.  Send  them 
back  to  us  when  things 
return  to  normal. 

One  of  the  real  beauty 
parts  of  us  owningyourtrail 
ers  is  that  we're  the  biggest 
trailer  rental  company  in 
the  country.  As  such,  we 


have  more  equipment 
of  more  types,  and  more 
offices  coast-to-coast,  than 
anyone  else.  Which  means 
you're  never  far  from  the  trail- 
ers we  own  for  you. 

For  a  detailed  cost  com- 
parison between  owning  and 
renting  truck  trailers,  send 
for  our  free  booklet,  "Rent  for 
Profit."  It'll  show  you  why 
you  ought  to  let 
us  buyyourtrail- 
ersforyou. 


il/-v->J, 
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rent  for  proHt 

] 

RENICO 

Division  of  Fruehauf  Corporation 

r-------------- 

RenTco,  Dept.  F-50 

P.O.  Box  238,  Detroit,  Mich.  48232 

Please  send  me  my  free  copy  of  "Rent  for  Profit.' 
Name 


Address^ 
Company, 

City 

State 


_Title_ 


-Zip_ 


Let  us  buy  your  trailers  for  you. 
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The  calculating  way  to  buy  a  printing  calculator: 
before  you  use  your  head,  use  your  hands. 


They'll  tell  you  things  salesr  .crt  won't. 
And  things  salesmen  can'i. 

Obvious  but  easy-!0-overlook  things. 
Could  your  girl  move  that  machine  without  help 
from  a  strong-arm  man? 

And  subtle  but  absolutely  critical  things. 
Does  its  keyboard  encourage  hum-and-peck 
and  mistakes?  Oi  accurate  touch-calculation? 
Expensive  slow >!own?  Or  speed? 

How  can  '  jur  hand  tell  you  things  like  that? 
Do  the  •  lests  before  you  buy. 
Start  with  our  Swiss-engineered  Hermes  167 
shown  below  actual  size. 

1  — TTiumb  at  rest,  see  if  you  can  span  all 


the  keys  with  your  right  hand. 
(Hard  to  touch-calculate  if  you  can't!) 

2 —Watch  the  keys  as  your,  fingers  hit  them. 
If  they're  too  small,  they'll  bite  back. 
Ours  are  big,  and  leave  no  in-between  spaces 
to  trap  fingers  into  mistakes. 

3— Feel  the  bump  on  the  5  key?  You  would 
on  ours  if  this  weren't  just  a  photograph. 
It  touch-tells  your  middle  finger  when  your 
hand  is  back  in  the  right  starting  place. 

4 — Reach  the  add  bar?  It's  raised  to 
compensate  for  the  little  finger's  shortne^.  And 
our  minus  key— which  doubles  as  an  instant 
corrector— is  raised  even  more. 

5 —Now  lift  your  fingers  and  look.  How  big  is 
the  whole  machine?  At  10  x  12  inches, 
and  20  pounds,  ours  is  the  smallest,  lightest 
one  in  the  world. 


6— Anything  else?  Three  ciphers.  An  R  key, 
to  automatically  reprint  your  last  number 
And  a  memory  key  (M)  to  let  you  reprint  any  ■ 
often-used  number  without  interrupting  the 
normal  sequence  of  your  work. 

Are  tne  guts  and  service  as  intelligent  as 
the  keyboard?  Yes,  but  don't  take  our  word  for 
that.  Ask  your  dealer  for  names  of  users  near  you. 
"llten  ask  them. 

For  the  name  of  your  nearest  Hermes  dealer, 
check  the  Yellow  Pages  or  write  to  address  below. 

If  you  orJy  want  to  buy  a  figuring  machine 
once,  buy  a  Hermes. 

HERMES 

Paillard  Incorporated 
1900  Lower  Road.  Linden,  NJ,  07036 
Other  products  Bolex  movie  equipment. 
Hasbclblad  cameras  and  accessories 
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Side  Lines 


Our  Man  Lavine 

Senior  Editor  Harold  Lavine  (below)  spends  five  days  a  week  (more 
or  less)  writing  for  Forbes,  and  on  the  sixth  day,  for  a  change  of  pace,  he 
writes  for  himself.  ( He  rests,  he  says,  on  the  seventh. )  On  that  sixth  day, 
over  many  years,  he  has  written  innumerable  articles  for  other  magazines 
and  four  books.  His  latest  book,  Smoke-Filled  Rooms,  is  just  out,  pub- 
lished by  Prentice-Hall.  As  the  name  suggests,  it's  a  book  about  politics, 
a  beat  Lavine  covered  for  many  years,  and  it's  based  on  the  files  of  the 


i         ka 

late  Robert  Humphreys,  Bob  Humphreys  was  a  professional  Republican 
politician.  Among  other  things,  he  was  publicity  director  and  executive 
director  of  the  Republican  Congressional  Campaign  Committee,  publicity 
director  and  campaign  director  of  the  Republican  National  Committee 
and  exectitive  director  of  the  Republican  House-Senate  Committee. 

The  opening  chapter  title  describes  Humphreys'  role.  He  was  "The 
Man  in  the  Wings,"  who  staged  the  events  that  made  the  headlines. 
For  example,  he  prompted  General  Douglas  MacArthur  to  write  his 
famous  letter,  saying  "There  is  no  substitute  for  victory," 

The  book  tells  how  General  Dvvight  D.  Eisenhower  came  to  make  his 
promise,  "I  will  go  to  Korea."  It  also  gives  the  inside  story  of  Richard 
M.  Nixon's  "Checkers  speech."  It  reveals  that,  after  delivering  the  speech, 
Mr.  Nixon  decided  to  quit  as  the  Republican  Vice  Presidential  candidate, 
and  it  describes  how  Humphreys  and  Republican  National  Chairman 
Arthur  i\L  Summerfield  prevented  this. 

Two  chapters  of  the  book  will  especially  interest  businessmen.  One 
deals  with  Humphreys'  analysis  of  how  efficient— and  eftective— or- 
ganized labor  has  been  in  promoting  Democratic  candidates.  The  other 
tells  what  he  thought  of  businessmen  in  politics.  He  didn't  believe  they 
served   the   GOP   nearly   as   well  as   the   unions   serve   the   Democrats. 

While  he  thus  keeps  his  hand  in  on  political  reporting  writing,  Lavine 
has  spent  most  of  the  last  six  years  covering  business.  He  came  to 
Forbes  in  1963  after  spending  IGM  years  on  Newsweek  magazine,  where 
he  was  at  one  time  National  Affairs  editor,  and,  later,  chief  correspondent 
for  Latin  America.  At  Forres  Lavine  demonstrates  his  versatility  by 
writing  and  reporting  on  the  movie  industry,  Wall  Street,  fancy  corporate 
bookkeeping— and  anything  else  that  the  editors  throw  at  him. 

Lavine  is  going  to  England  on  June  1  on  a  special  six-month  assign- 
ment for  Forbes.  He  will  tour  Western  Europe  and  write  about  U.S. 
business  there,  as  well  as  about  European  concerns  whose  activities 
vitally  affect  U.S.  business.  Even  this  won't  be  entirely  strange  to  Lavine, 
however:  Before  going  to  Latin  America  for  Newsweek  he  spent  many 
years  as  a  foreign  correspondent  in  Europe,  as  well  as  in  the  Far  East.  ■ 


Trends 

d  Tangents 


Greek  Solution 

The  Greek  judiciary  provided 
some  food  for  thought  last  montli 
when  the  Supreme  Court  of  that 
country  issued  a  novel  rule  to  the 
ellect  that  no  firm  may  pay  a  sal- 
ary greater  than  that  received  by 
Premier  George  Papadopoulos.  This 
establishes  a  Greek  ceiling  of 
$12,000  per  year  salary  and  $6,000 
living  expenses.  How  would  a  simi- 
lar ruling  affect  the  American  cap- 
tains of  industry?  Interestingly 
enough,  only  slightly  over  100  top 
executives  exceed  President  Nixon's 
$200,000  per  year.  However,  the 
board  chainnen  of  the  Big  Three 
automakers  might  find  such  a  rule 
a  bit  discomforting:  Each  makes 
over  $500,000  a  year. 

Frozen  Out 

Giant  General  Foods  Corp.  does 
$249.2  million  in  overseas  sales. 
The  total  is  growing  at  around  13% 
a  year,  or  twice  as  fast  as  its  do- 
mestic business.  But  occasionally  it 
stubs  its  toe  abroad— when  it  tried 
to  peddle  its  Maxim  freeze-dried 
coffee,  one  of  its  hottest  U.S.  prod- 
ucts, in  England.  The  British  sim- 
ply weren't  buying  it.  A  majority  of 
Britons,  it  seems,  drink  their  coffee 
half-and-half  with  milk.  Mixed  this 
way,  the  extra  flavor  in  freeze- 
dried  coffee  means  less,  and  the 
British  wouldn't  pay  the  extra  price 
for  it.  Several  weeks  ago  General 
Foods  withdrew  Maxim  from  the 
British  market. 


BliSfMESS 


Ten  Grand,  Anyone? 

Businessmen  with  growing  social 
consciousness  might  consider  the 
New  York-l)ased  Hollow  Organiza- 
tion and  its  approach  to  urban 
ghetto  problems.  Hollow's  100 
"streetworkers"  reach  into  schools 
and  law  courts  to  try  to  help  un- 
derprivileged youngsters  from  16 
to  21  years  old.  Themselves  ghetto 
graduates,  streetworkers  learn  from 
Hollow  which  bureaucratic  buttons 
to  push  to  get  things  done.  In  a 
high  school,  for  example,  a  worker 
tries  to  discover  the  reasons  be- 
hind the  high  rate  of  truancy,  ac- 


companies a  pupil  to  a  family  fu- 
neral, stops  a  fight  by  talking  one 
kid  out  of  his  knife.  Hollow  presi- 
dent, Harold  Oostdyk,  36,  wants 
each  worker  sponsored  by  an  Amer- 
ican corporation,  at  a  cost  of 
$10,000,  for  salary  and  training 
per  worker  per  year.  So  far  he's 
signed  up  six,  including  Morgan 
Guaranty  Trust  Co.,  Bankers  Trust, 
Pfizer,  CPC  International  and  Hertz. 

Gin  &  Vodka 

Vodka  and  gin  may  look  alike, 
but  they  certainly  don't  sell  alike. 
Gin  is  more  popular  in  the  East, 
while  vodka  sells  best  in  the  West. 
Gin  sales  dominate  in  the  summer 
months,  yet  vodka  outsells  gin  No- 
vember through  March.  And  if  you 
are  in  a  quandary  as  to  what  to 
put  in  her  martini,  always  go  with 
gin:  Women  favor  it  two  to  one 
over  vodka.  Last  year  consumption 
of  vodka  increased  12%  vs.  4%  for 
gin  and  6%  for  all  distilled  spirits. 
Heublein,  with  over  50%  of  the 
vodka  market,  is  certainly  enjoying 
the  trend. 

Catching  Up 

With  most  of  the  U.S.  in  an  up- 
roar over  air  pollution,  Kansas  Gas 
and  Electric  has  discovered  that 
the  south  central  and  southeast 
Kansas  territory,  where  it  does  busi- 
ness, is  relatively  free  of  pollution. 
To  cash  in  on  that  advantage,  it 
mailed  800  cans  of  fresh  Kansas  air 
to  a  select  list  of  industries,  suggest- 
ing that  maybe  they'd  like  to  con- 
sider Kansas  as  an  expansion  site. 

"Say  it  Again,  Harry" 

General  Telephone  of  California 
is  trying  to  make  headway  by  pok- 
ing fun  at  itself.  Why?  Without  an 
image  boost,  the  company  fears  it 
may  not  get  a  needed  rate  boost. 
In  1967  General  Tel  received  less 
than  a  third  of  its  rate  request,  and 


$4.4  million  more  was  withheld 
pending  a  decrease  in  customer, 
complaints.  So  the  company  has 
begun  a  $400,000  TV  and  radio 
ad  campaign.  A  sample  commer- 
cial: Wife  at  a  cocktail  party  says^ 
"Say  something  funny,  Harry."  Har- 
ry responds,  "General  Telephone," 
and  the  room  breaks  up  with 
laughter.  But  company  executives 
.aren't  laughing:  They  still  have  to 
defend  rate  hikes  before  the  utility 
commission.  Their  defense?  Service 
is  fine,  but  the  customers  just  don't 
know  it. 

Down  on  the  Farm 

Egg  farming  is  such  big  busi- 
ness that  few  Ma  and  Pa  opera- 
tions remain.  Today,  the  average 
poultry  farmer  runs  a  fully-mechan- 
ized "egg  factory"  that  turns  out 
close  to  12  million  eggs  annually. 
One  of  the  largest  in  the  world  is 
Julius  Goldman's  "Egg  City"  in 
California's  Ventura  County.  Start- 
ed in  1961,  Egg  City  coaxes  375 
million  eggs  a  year  from  its  1.5 
million  hens.  Goldman  nets  14 
cents  a  dozen.  With  each  hen  pro- 
ducing 250  eggs  a  year,  that's  a  $3 
profit  per  bird,  or  a  total  of  $4.5 
million.  And  that  ain't  hay. 

Starling  To  Chew? 

For  years  the  chewing-tobacco 
business  was  a  slowly  dying  indus- 
try. Sales  were  concentrated  in  rural 
areas  of  the  South  and  Midwest  in 
an  increasingly  urbanized  America. 
The  elderly  accounted  for  most 
sales,  and  few  young  people  were 
acquiring  the  habit.  Sales  clearly 
reflected  this  trend,  with  yearly  de- 
clines the  norm.  Last  year,  however, 
plug  tobacco  sales  leaped  to  their 
highest  level  in  13  years.  Nobody 
knows  why,  but  the  Tobacco  Mer- 
chants Association  speculates  that 
it  may  stem  from  the  health  haz- 
ards of  smoking.  ■ 
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CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  a 
month  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  D  1  year  $9.50,  D  2 
years  $15,  D  3  years  $19.  Pan-Amer- 
ican and  foreign  orders,  please  add 
$4  a  year.  Payment  should  be  sent 
with  all  orders  from  outside  the  U.S.A. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  UBEL  HERE 


Name  (please  print) 


New  Address: 
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Zip 


F-4826 
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READERS  SAY 


^      April  Fool 

SiB:  It  must  ha\e  been  an  April  Fool 
touch  to  illustrate  a  sound  article  on 
truth-in-pricing  (  Forbes,  Apr.  1 )  with  a 
cheesecake  photo  of  New  York  City's 
Commissioner  of  Consumer  Affairs,  Mrs. 
Bess  Myerson  Grant.  Poor  Mrs.  Grant. 
Another  victim  of  a  male  put-down. 

—Dr.  Martin  Gruberc 

Chairman,  Political  Science  Dept. 

Wisconsin  State  University 

Oshkosh,  Wis. 

Sir:  With  reference  to  your  story 
"S1.20  Divided  by  14  Ounces  Is  What?" 
—an  eight-ounce  bottle  of  salad  dressing 
selling  for  87  cents  is  much  closer  to  11 
cents  i^er  ounce  than  it  is  to  12  cents,  and 
a  14-ounce  bottle  at  SI. 20  is  closer  to  9 
cents  per  ounce  than  it  is  to  8  cents.  Is 
it  any  wonder  that  the  housewife  has  a 
hard  time  knowing  what  something  costs? 
—John  E.  Barker 
Middletown,  Ohio 

Sib;  How  can  a  housewife  be  e.xpected 
to  compute  prices  when  a  business  maga- 
zine can't? 

—Bernard  Black 
Briarcliff  .Manor,  N.Y. 

Sir:  Some  months  ago  in  a  televised 
interview  with  several  supermarket  ex- 
ecutives, it  was  stated  that  unit  pricing 
would  add  an  estimated  minimum  of 
$10,(X)0  per  year  per  market  in  overhead 
to  pay  for  the  salaries  of  clerks  hired  to 
do  the  unit/cost  computations.  A  rela- 
tively simple  computer  program  could 
be  written  that  would  provide  price-per- 
ounce  listings.  This  program  could  serve 
every  market  in  the  country  and  could 
easily  be  used  by  any  clerk  currently 
stamping  the  prices  on  market  items. 

If  only  one  supermarket  chain  would 
investigate  the  advantages  and  the  ex- 
tremely low  cost,  the  benefits  to  the  con- 
sumer and  to  the  market  chain  operator 
would  prove  the  current  supermarket- 
chain  position  to  be  completely  in  error. 

-Roger  Goldberg 
San  Diego,  Calif. 

•     Unfair  to  NYU 

Sir:  Forbes  has  reported  fairly  some 
of  my  views  about  management  educa- 
tion {Mar.  15,  p.  60),  but  you  have  not 
done  justice  to  the  dramatic  improve- 
ments in  general  standards  which  the  cur- 
rent dean,  Joseph  Taggart,  has  achieved  as 
he  led  NYU's  Graduate  School  of  Busi- 
ness Administration  through  the  difficult 
transition  from  a  part-time  business 
school  to  an  advanced  educational  insti- 
tution which  is  highly  respected  in  both 
the  academic  and  business  worlds. 

—William  R.  Dill 

Dean-elect, 

New  York  University 

Graduate  School  of  Business 

Administration 

New  York,  N.Y. 

(Continued  on  page  69 ) 


This  was  a 
corn  field 
last  year. 
Today  it 

is  Vickers  new 
Nebraska  plant 


The  Omaha  -  Southeast  Nebraska 
area  has  numerous  industrial  plant 
sites  just  like  this  one,  developed 
by  the  Vickers  Division  of  Sperry 
Rand. 

The  streets,  sew/ers,  utilities,  rails 
and  rough  grading  are  all  com- 
pleted for  many  of  the  sites,  so 
you  can  start  construction  on  your 
new  plant  tomorrow.  And  they  are 
well-serviced  by  cross-country 
rail,  air,  truck  and  even  river  barge 
lines.  The  nation's  most-traveled 


and  accessible  interstate  system 
makes  distribution  a  simple  and 
economical  matter. 

There  are  approximately  900  acres 
available  in  developed  industrial 
parks  in  the  Omaha  vicinity  alone, 
plus  plenty  of  raw  land  sites  for 
total  industrial  development.  Com- 
plete community  cooperation  will 
make  your  move  easier,  too. 

We've  got  room  for  company,  and 
we'd  like  to  have  yours. 


OMAHA  PUBLIC  POWER  DISTRICT 

1623  Harney  Street 

Omaha,  Nebraska  68102 


FO-5 


I  Area  Development  Department,  OPPD,  ^^J'**'*^^ 

m  1623  Harney  Street,  Omaha,  Nebraska  68102. 

I   /  would  like  irtformation  on  Omaha-Southeast 
m   Nebraska.    In   strictest   confidence,  of  course. 

I 

I  NAME 
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One  of  the  children  in  this  class  has  epilepsy 
Can  you  tell  which  one?      .  . 

■C3 


If  you  can't,  aon't  feel  stu- 
pid. Neither  can  the  teacher. 

Thousands  of  children 
grow  up  with  illnesses  and  de- 
fects that  could  have  been  cor- 
rected, but  weren't. 

Not  because  nobody  cares 
about  them.  But  simply  be- 
cause no  one  notices. 

Without  special  train- 
ing, it's  often  impossible  to  tell 
a  health  problem  from  a  dis- 
cipline problem. 

A  fidgety  child  could  be 
one  with  a  nerve  disorder. 


A  child  who  never  seems 
to  open  his  mouth  without 
shouting  could  really  be  hard 
of  hearing. 

And  what  appears  to  be 
inattention  could  be  petit  mal, 
a  mild  form  of  epilepsy. 

Since  1945,  we  at  Metro- 
politan Life  Insurance  Com- 
pany have  been  calling  teach- 
ers'attention  to  important  facts 
hke  these,  in  the  belief  that  an 
"Unsatisfactory"  in  conduct  is 
a  poor  substitute  for  medical 
attention. 


To  date,  thousands  of 
teachers,  nurses,  and  parents 
have  had  the  benefit  of  this  in- 
formation. Which  means  that 
millions  of  kids  will. 

Because  the  first  step  in 
solving  any  problem  is  recog- 
nizing that  it  exists. 

For  more  information, 
write  Dept.  F50,  1  Madison 
Avenue,  N.Y.,  N.Y.  10010. 

^1^  Metropolitan  Life 

We  sell  Ufe  insurance. 
But  our  business  is  life. 


"With  all  thy  getting  get  understanding' 


Fact  and  Comment 


COOL 

Spring's  here! 

It's  a  wonderful  thing,  this  spring  fever. 

It  makes  us  saps  surge. 


TOO  HIGH 

It's  all  well  and  good  and  understandable  for  people  in 
high  places  and  every  place  to  be  sometimes  mad  at  the 
press,  at  newspapers  and  magazines  with  which  they  dis- 
agree; at  pornography,  at  press  sensationalism  and  press 
sexsationalizing.  But  the  people  must  never,  never  permit 
ire  in  high  places  to  threaten,  to  curb  the  freedom  of 
the  press. 

What's  the  very  first  step  taken  by  every  dictatorship 
since  history  has  been  recorded?  The  prohibition  of  free 
speech,  the  curbing  and  elimination  of  a  free  press. 

A  perhaps  unintended  but  insidious  assault  on  the  free- 
dom of  the  press  to  probe,  to  inform  is  the  effort  by  the 
Department  of  Justice  to  subpoena  journalists  and  force 
them  to  reveal  sources  of  information. 


A  PRICE 

It's  usually  no  easier  for  the  press  to  dig  out  crookedness 
and  corruption  in  places  of  power  than  for  law  enforce- 
ment agencies  to  do  so.  Just  as  informers  for  assorted  and 
usually  unsavory  reasons  are  the  source  of  leads  on  crime, 
so  too  are  informers  with  assorted  motives  often  the  people 
who  provide  reporters  with  information  on  skulduggery. 

The  decision  by  a  federal  court  upholding  a  journalist's 
right  to  protect  his  sources  is  immensely  valuable  to  all  the 
people  of  this  country.  To  let  rage  and  pique  at  the  press, 
for  good  and  bad  reasons,  lead  to  a  curbing  of  enterprising 
reporting  would  be  disastrous  to  the  freedom  of  us  all. 
"Our  liberty  depends  on  the  freedom  of  the  press, 
and  that  cannot  be  limited  without  being  lost." 

—Thomas  Jefferson 


'TIS  A  HAPPY  DAY 


Did  you  ever  believe  that  you  would  live  to  see  the  day 
when  someone  in  the  position  to  say  nay  would  actually 
say  nay  to  those  highway  bulldozers  that  plow  right 
through  the  hearts  of  cities  and  homes  and  people  and 
landmarks? 

Transportation  Secretary  John  A.  Volpe  has  done  just 
that. 

Highways  that  were  throwing  people  out  of  homes  are 
being  held  up  until  the  thrown-out  have  a  place  to  go. 
Highways  are  being  detoured  if  the  straight-line  routing 
threatens  obliteration  of  invaluable  elements  of  heritage 
and  environment. 

Sure,  we've  got  to  have  more  highways. 


But  we've  got  to  have  places  to  live,  and  keep  some 
places  worth  living  in  and  on. 
Vive  le  Volpe! 


-TORBES,   MAY  1,   1970 
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OPPOSITE  THOUGHTS 

The  other  day  I  started  to  write  an  editorial  suggesting 
that  it  was  about  time,  if  not  past  time,  for  companies  to 
issue  once  again  old-fashioned  annual  reports  that  were 
simply  that:  a  couple  of  pages  or  so  of  the  figures  for 
the  year  just  past,  compared  with  the  previous  one.  Plain, 
honest  figures,  with  footnotes  designed  to  enlighten  and 
not  obfuscate  points  that  must  be  made. 

I  was  going  to  suggest  that  perhaps  stockholders  were 
tired  of  four-color  pictures  of  pot-bellied  corporate  presi- 
dents and  multicolored  charts  indicating  everything  is  up 
and  up  when  about  all  the  poor  stockholder  knows  is  that 
his  dividends  aren't  and  the  P/E  ain't. 

Then  the  annual  reports  started  coming  across  my  desk, 
and  I  have  to  admit  I've  arrived  at  exactly  the  opposite 
conclusion.  I  did  find  the  illustrations  and  striking  presen- 
tation of  U.S.  Industries,  for  instance,  more  helpful  than 
bare  bones  would  have  been.  Just  as  in  Forbes  we  have 
found  showing  a  man's  face  is  helpful  when  profiling  his 
accomplishments,  I  found  it  interesting  to  be  able  to  look 


ON  ANNUAL   REPORTS 

at  the  executives  who  are  running  U.S.  Industries. 

So,  too,  with  the  AMF  report.  I  had  little  conception  of 
AMF's  enormous  diversification  in  so  many  exciting  leisure- 
time  areas.  The  bare-bones  figures  would  not  have  con- 
veyed that  visible  potential. 

It  is  helpful  to  read  what  the  CEO  of  a  company  has  to 
say  on  the  past  year,^  tbe  present  year,  and  his  thoughts 
about  his  future. 

After  all,  an  annual  report  reports  the  past.  Owners  and 
customers,  acquisition  prospects  and  acquisition  prospec- 
tors, and  those  who  might  be  called  upon  for  additional 
finance,  are  all  more  concerned  with  a  company's  today 
and  tomorrow.  To  evaluate  the  future,  of  course,  one  must 
be  able  to  study  the  corporate  past  performance.  But  both 
aspects,  the  done  and  the  to-be-done,  belong  in  the  same 
package. 

So  instead  of  pumping  for  annual-report  simplicity  as  I 
started  out  to  do,  I  guess  we'll  still  go  for  the  gussied-up 
annual  report. 


THE  SEASON'S 

The  ski  season  that  is.  At  least  for  the  Head  skier. 

Learning  that  Howard  Head  had  melted  all  but  1%  of  his 
holdings  in  the  company  that  bears  his  name,  Forbes 
was  curious  as  to  why. 

Ski's  Head  wasn't  talking. 


OVER,   FOLKS 

But  his  P.R.  man  knows  his  way  down  a  slippery  slope. 
His  explanation:  By  selling  the  stock,  Mr.  Head  hoped 
that  more  Head  stock  on  the  open  market  would  aid  Head 
in   its  mergers,   acquisitions   and   other   expansion   plans. 

How's  that  for  a  snow  job? 


GROUNDING 

For  a  long  time  at  Kennedy  International  Airport  fla- 
grant theft  of  fabulous  proportions  has  been  going  on  with 
an  impudence  matched  only  by  its  scale. 

This  gold  mine  may  soon  be  shafted.  The  Treasury  De- 
partment is  about  to  propose  toothsome  legislation  that  will 
crack  down  on,  cut  down  drastically  this  "take." 


THE  CROOKS 

You  know,  before  the  Nixon  Administration  is  done,  a  lot 
of  Mafiosian  malefactors  are  going  to  be  out  of  business.  In 
matters  of  curbing  crime,  both  the  President  and  his  no- 
nonsense,  non-pussyfooting  Attorney  General  are  in  dead 
earnest.  Before  their  time's  up,  we're  going  to  see  a  lot  of 
people  other  than  bartenders  behind  bars. 


BURN,   BABY,   BURN! 


Not  long  ago  three  tankers  came  a  cropper  and  spewed 
vast  quantities  of  oil  over  many  miles  of  ocean  and  coast- 
line. In  coping  with  such  disasters,  very  little  effective 
progress  seems  to  have  been  made  in  spite  of  all  the 
furor  over  the  Torrey  Canyon  tragedy  three  years  ago. 
Burning,  the  experts  indicate,  is  the  most  effective  way  to 
dispose  of  oil  in  shipwreck  circumstances.  Starting  the  fire, 
though,  seems  most  difiicult. 

Surely  it  should  be  possible  to  include  in  the  compart- 
ment of  a  tanker  a  fail  safe  wee  device  that  could  set  a 
blaze  when  a  blaze  is  the  only  way. 

Since  these  ruinous  sea  disasters  are,  unfortunately,  cer- 
tain to  continue,  some  such  approach  is  needed.  Or,  before 


we  know  it,  in  the  present  ecological  public  climate, 
there  will  be  an  outcry  for  the  curbing  of  tanker  size, 
for  the  curtailing  of  ports  of  call,  and  doing  a  whole  lot 
of  other  things  that  may  make  far  less  sense  and  cost  far 
more  dollars. 


WAY  BACK 

Do  you  remember  those  long  ago  happier  days  when 
Avis  really  tried  harder  and  mini  skirts  kept  getting  mini-ier 
and  the  midi  skirt  was  considered  a  gag? 

It  looks  now  like  we  might  have  to  choke  on  that  joke. 

—MALCOLM  S.  FORBES, 

Editor-in-Chief 
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Wanted: 
Experienced  girl 
for  ordinary  office 
worl<. 


Ordinary  office  work 
is  no  Dance  of  the  Maidens. 

It's  complicated  at  tinnes, 
harried  at  times,  and  very  confusing 
at  times.  When  something's  forgotten, 
it's  cataclysmic;  when  something's  lost, 
it's  the  end  of  the  world. 


Which  is  what  GF  keeps  in 
mind  when  designing  desks.  They're 
beautiful,  yes;  available  in  numerous 
colors  and  finishes,  but  most  impor- 
tant, they're  functional.  They  have 
flexible  components  and  drawer 
arrangements  to  fit  your  personal 
requirements.  GF  has  a  long  line  of 
desks,  many  and  varied  types  and 
styles  specifically  suited  for  your  offices 
and  your  type  of  work.  They  help 
make  the  most  of  the  space  you've  got. 

GF  desks  make  ordinary  office 
work  as  smooth  as  it's  going  to  get. 

GF:  First  in  Form  and  Function. 
For  a  complete  list  of  the  hundreds 
of  desks  available  from  GF,  write 
The  General  Fireproofing  Company, 
Youngstown,  Ohio  44501,  or  get  in 
touch  with  your  local  GF  branch  or 
dealer  listed  in  the  Yellow  Pages. 


GF  Business  Equipment 
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What  has  the  Magnavox  theory  of  relativity  done  for  us  lately? 

It  has  kept  us  in  Forbes'  Top  Ten. 


One  of  the  things  ihat  has  helped  to  make 
Magnavox  so  successful  is  its  approach  to  growth.  As 
Magnavox  expands,  it  seeks  companies  in  business 
areas  related  to  its  own. 

That  way,  management  skills  and  techniques  can 
be  readily  shared,  and  growth  becomes  a  surer  and 
safer  venture. 

We  call  mis  the  Magnavox  theory  of  relativity. 

Relativity  — along  with  aggressive  management, 
high-qua!ily  products,  and  imaginative  marketing  ap- 
proaclies— has  produced  some  impressive  results.  As 
reported  in  Forbes'  1970  five-year  survey  of  the  575 
largest  publicly  owned  U.S.  companies: 


Magnavox  ranks  among  the  top  1 0  of  all  compa- 
nies on  the  basis  of  its  return  on  equity. 


Magnavox  ranks  among  the  top  5  of  all  compa- 
nies on  the  basis  of  its  return  on  total  capital. 


Magnavox  is  the  *1, company  in  profitability  in 
the  Electronics  andElectrical  Products  group. 


Magnavox  is  the  *1  company  in  profitability  in 
the  Leisure  and  Education  group. 


Magnavox's  financial  success  is  best  summed 
up  by  our  annual  report,  which  shows  a  10-year  in- 
crease in  net  profit  of  499%. 

And  that  isn't  just  a  theory.  That's  fact. 


A  selection  of  products  by  The  Magnavox  Company,  including  color  TV  sets,  stereos,  radios  and  tape  recorders,  fine  furniture  from  Baker 
and  Consolidated  Furniture  Industries,  Selmer  musical  instruments,  telecopiers  from  Magnavox  Systems,  Inc.,  and  industrial  electronic 
products  from  tfie  Government  and  Industrial  Division. 
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7776  Memory  Lingers  On 

The  glamour  is  gone  from  Enterprise  Fund. 
The  memory— and  the  questions— linger  on. 


There  is  a  popular  image  of  the  mon- 
ey manager  as  lone  wolf,  buying  and 
selling  stocks  on  brilliant  intuition, 
with  only  the  ticker  tape,  statistical 
manuals  and  company  ainiual  reports 
for  companions.  Usually,  however, 
that  isn't  the  way  it  works.  \'ery  often 
the  successful  money  managers  run  in 
packs,  trading  ideas,  sharing  invest- 
ments, aiding  one  another  in  helping 
to  get  a  stock  price  up.  Frequently 
they  rely  on  brokerage  houses  which, 
in  turn,  work  closely  with  publicly 
owned  companies. 

There  is  nothing  unnatural  about 
the  system.  But  it  raises  endless  prob- 
lems of  possible  conflict  of  interest. 
This  becomes  increasingly  clear  as 
more  and  more  facts  come  to  light 
about  the  great  Hot  Stock  Market  of 
1968  and  early  1969.  Consider,  for 
e.xample,  some  of  the  things  that  are 
now  known  about  Enterprise  Fund, 
whose  meteoric  growth  from  $28.6 
million  to  $1  billion  in  just  two  years 
made  it— for  a  time— the  fastest-grow- 
ing big  fund  in  the  business.  Douglas 
B.  Fletcher,  president  of  Sharehold- 
er's Management  Co.,  its  investment 
adviser,  and  Fred  Carr,  his  portfolio 
manager,  chalked  up  one  of  the  hot- 
test performance  records  around. 

Fred  Carr  has  since  left  to  set  up 
his  own  firm.  At  Enterprise,  however, 
he  and  his  partners  worked  with  a 
network  of  outside  friends  and  firms, 
one  of  them  the  fast-rising  young  bro- 
kerage house  of  Carter,  Berlind  & 
Weill  ( now— ex-Carter— known  as  Co- 
gan,  Berlind,  Weill  &  Levitt).  CB&W 
made  a  name  for  itself  by  promoting 
the  stock  of  insurance  companies  that 
were  takeover  candidates:  Reliance, 
Great  American  and  INA. 
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In  AiB|st  1967,  one  of  Carter,  Ber- 
lind's  semmty  analysts  wrote  a  ve 
bullish  '■^o^''l^il|»the  fire  and^atfralty 
industry.  %e  poiiTO?!PW5f^tnat  many 
fire  and  ca«ialty  companies  had  un- 
tapped potenual  earning  power.  Their 
reserves  weremar  larger  than  legally 
or  prudently  flifccessary.  Apparently 
few  important  inSttutional  investors 
took  notice.  The  stocl|jj.failed  to  move 
significantly  during  196v 

Early  in  1968,  howeveiTtowas  a 
different  story.  The  funds  starNs^iato 
buy  insurance  stocks.  One  particulari^^ 
big  buyer  was  Enterprise  Fund,  run 
by  Arthur  Carter's  friend  and  asso- 
ciate,  Fred  Carr.   Enterprise   bought 


100,000  shares  of  Reliance  in  the  sec- 
ond quarter.  That  same  quarter  Leas- 
co  made  a  tender  offer  that  pushed 
Reliance's  price  as  high  as  99,  200% 
above  its  Mar.  31  price.  Enterprise 
thus  got  a  juicy  gain  without  having 
to  wait  very  long. 

Around  the  same  time,  in  the  sec- 
ond and  third  quarters  of  1968,  En- 
terprise purchased  352,000  shares  of 
Cireat  American  Holding.  Shortly 
thereafter,  first  National  General  and 
then    AMK    made    tender    offers    for 


J 


Great  American,  lifting  the  price  of  its,j;v 
stock  66%  in  less  than  two  months.     ^' 

That  was  not  the  end  of  Enjfgr- 
prise's  enthusiasm  for  insurance  ^cks. 
By  the  end  of  1968  Entcrprise;,|f}ad  ac- 
cumulated 412,000  share,^^i)f  INA, 
the  big  Philadelphia  iru(((^ance  hold- 
ing company.  And  a  tjiffely  accumula- 
tion it  was.  BangQ|[#*unta,  AMK  and 
Gulf  &  Westernj^ere  all  rumored  to 
be  considerijiiP^takeover  bids;  those 
bids  didn^*(S^entuate,  but  soon  after- 
wardsj^  jf'i'iuary  1969,  Levin-Towns- 
ei^(md  make  a  tender  for  INA  shares. 

Carter,  Berlind,  meanwhile,  was  ac- 
tive in  the  takeover  game.  In  June  of 
1968,  it  placed  266,300  shares  of 
Great  American  stock  with  National 
General,  earning  a  gross  commission  of 
about  $75,000.  (The  New  York  Stock 
Exchange  later  quietly  fined  CB&W 
$5,000  for  violating  Regulation  T  of 
the  Federal  Reserve  Board  and  Ex- 
change rules,  requiring  National  Gen- 
eral to  pay  for  its  Great  American 
shares  within  the  legal  five-day  limit.) 

In  the  Leasco  takeover  of  Reliance, 
CB&W    played    a    big   role;    its 

held  by  (mw^SfimmfT^mmmit- 
tee,  that  it  was  actively  encouraging 
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Leasco  lo  make  a  tender  offer  for  Re- 
liance at  the  same  time  it  was  recom- 
mending Reliance  stock  to  mutual 
funds  and  other  clients. 

In  effect,  what  Carte  .  BerHnd  & 
Weill  was  doing  in  the  Reliance  case 
was  this;  1)  helpir-  create  the  very 
events  that  would  guarantee  a  profit 
to  tliose  who  followed  its  recommen- 
dations; and  2  "I  at  the  same  lime, 
getting  stock  into  hands  that  would, 
presumabK-.  be  friendly  to  other 
CB&\\'  customers  who  were  trxnng  to 
effect  a  takeover.  It  was  a  pleasant 
game  for  all,  except,  perhaps,  the 
mar.igements  that  got  taken  over. 

During  196S  Reliance  shares  went 
from  31  to  99;  Great  .\merican  from 
30  to  S6;  and  IXA,  which  exentual- 
!>•  squirmed  out  of  being  swallowed 
up.  from  24  to  52. 

For  the  acquirer  it  worked  nicel\- 
too.  He  knew  where  big  blocks  of 
stock  were  "parked."  He  knew  a  fund 
would  be  happ\  to  turn  them  o\  er.  as 
long  as  it  could  show  a  nice  profit. 

Other  funds,  including  Oppenheim- 
er.  Putnam  and  Channing.  were  also 
bu\"ing  into  the  big  insurance  compa- 
nies, but  few  participated  in  the  ta 
o\er  game  on  the  scale 
W'.T.  GriQi^i£j^£it||||Kpl^fl^nagement 
lias  compiled  a  list  of 
the  principal  takeover  offers.  During 
196S  Enterprise  bought  large  blocks 
of  ^^'estern  Union  (target  of  a  subse- 
quent bid  by  Universit\-  Computing); 
Sharon  Steel  (grabbed  by  N'\T 
Corp.);  United  Fruit  (taken  over  bv 
AMK);  Sinclair-  Oil  (a  Gulf  &  West- 
em  target);  and  smaller  blocks  of 
Cle\ite,  U.S.  Pipe  &  Foundr>\  Bartell 


CARTER 
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Media  and  Pan  ^^j^ican  Airways, 
all  of  which  w^P^ither  taken  over 
or  \\ ere  tarjjgjjRr  takeo\er  bids. 

In  oiJ^tF^-iys.  too.  Enterprise  and 
worked  closeK'  together.  En- 
rise  wiis  a  stockholder  in  sL\  of 
the  nine  companies  where  Arthur  Car- 
ter had  at  one  time  or  another  a  board 
seat.  When  Carter  left  to  set  up  his 
owii  company  in  late  1968.  Enter- 
prise invested  S3  million  for  about  7? 
of  the  stock  of  the  Carter  Group. 

The  pattern  of  Enterprise's  three- 
wa\"  coordination  between  broker, 
fund  and  takeover  artist  was  not  re- 
stricted to  CB&W.  Another  brokerage 
house  that  Enterprise  did  business 
with  w  as  Los  Angeles"  Kleiner,  Bell  & 
Co.  Fred  Carr  had  worked  as  head  of 
Burt  Kleiner's  research  department  be- 
fore he  left  in  1966  to  join  Share- 
holders Management  Co.,  Enterprise's 
investment  advisers. 

By  the  end  of  the  fourth  quarter  of 
1968.  Enterprise  owned  759.000  war- 
rants of  National  General  ( underwrit- 
ten by  Kleiner ) .  22,500  shares  of  what 
is  now  Performance  Systems  ( under- 
written b\  Kleiner )  and  596.000 
shares  of  Commonw  ealth  United  ( for 
which  Kleiner  served  as  a  financial 
ad\iser^.  During  the  fourth  quarter. 
Enterprise  eliminated  its  40.5tK)-share 
position  in  Par\  in  Dohrmann.  headed 
b\-  Delbert  Coleman,  a  business  asso- 
ciate of  Kleiner. 

In  the  last  haff  of  1968  Enterprise 
purchased  51.400  shares  of  .\rmour  at 
a  price  averaging  alx)ut  S51  a  share. 
In  Januar>  Armour's  stock  was  pro- 
E>elled  to  71  by  a  tender  offer  by 
General  Host,  for  which  Kleiner  was 
investment  banker.  Then  Enterprise 
urchased  120.0W  shares  of  \\'.imer> 

same  quarter  in  \\iik1i  i,iket)\ei  '::t:> 
by  Commonwealth  United  and  Kinnev 
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National  Service  drove  the  price  of  the 
stock  from  43  to  64. 

In  addition.  SMC  Investment  Corp., 
a  closed-end  fund  run  by  Carr.  had  in- 
\ested  SS.2  million  in  Whale,  Inc.,  a 
highly  diversified  company  that 
bought  330  Perfonnance  S\  stems  fran- 
chises. Kleiner  got  8300.000  for 
placing  \\'hale  stock  and  warrants 
w  itlv  SMC  at  S27.50.  about  40*?  below 
the  market  price. 

For  a  while  it  looked  as  if  Fred 
Carr  and  his  friends  had  a  real  money 
machine.  Enterprise  holdings  in  Na- 
tional General,  purchased  at  a  cost  of 
•S32  million,  were  worth  840  million 
b\  the  end  of  1968.  Its  Performance 
Systems  holdings,  purchased  for 
8769,000.  were  vvorth  81. 1  milhon  by 
>ear's  end.  It  added  to  its  Common- 
wealth   United    holdings,    which    by 

r's  end  were  worth  820  miUion,  a 
since  Enterprise  be- 
ird  quarter. 


_ttTit«*^  gam 
gan 

An 

chine  ran 

from  46  to  1 

from  23  to  3, 

from  27  to  2. 


Rational  Geiieral  tel 

nee  Systems 

Comm^flMBk^^aited 


Part  of  these  decliMd|^s  caused  by 
the  general  fall^a^  stock  market. 
But  not  alU^l^^act  was  that  these 
were^jjiiiPP^jad    investments.    Per- 

Systems  (bom  .Minnie  Pearl 

Chicken  Systems,  Inc. )  reported  a  loss 
in  the  first  half  of  the  year.  Common- 
wealth United  reported  a  loss  in  the 
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first  half  of  1969,  saying  it  needed  re- 
financing to  continue  operations.  In 
July  the  American  Stock  Exchange  sus- 
pended Commonwealth  United  trad- 
ing, and  some  three  months  later  the 
urities  &  E\chaiit;p  Commission  ini- 
ited  a  k»w«;uit  charcing,  iunoiig  other 
things,  that  Commonwealth  United 
had  not  adequately  revealed  its  re- 
lationship  with   Kleiner,    Bell   &   Co. 


National  General,  a  widely  promoted 
hodgepodge,  reported  a  whopping 
STO-million  loss  for  1969.  And  Farvin/ 
Dohrmann  insiders  were  accused  by 
the  SEC  of  manipulating  the  price  of 
their  stock  and  feeding  inside  infor- 
mation to  mutual  funds. 

The  sharp  declines  in  these  and  oth- 
er highfliers  hurt  Enterprise's  per- 
formance in  1969.  By  the  end  of  the 
\ear,  it  was  down  26%  and  Carr  and 
others  had  gone.  Douglas  Fletcher, 
the  principal  shareholder  of  Share- 
holder's Management  Corp.,  stayed. 

Kleiner,  Bell  said  in  March  that  it 
was  closing  down  its  retail  operations 
to  cut  its  costs. 

Arthur  Carter,  after  leaving  CB&W, 
started  the  Carter  Croup  (Forbes, 
Sept.  15,  1969).  Enterprise  bought 
Carter  Group  stock  with  warrants  at 
50;  it  is  now  down  to  18.  Four  law- 
suits grew  out  of  the  company's  at- 
tempted purchase  of  Utilities  &  In- 
dustries. "Two  new  Wall  Street  firms 
(Frederick  &  Co.  and  Mack,  Bushnell 
&  Edelman)  have  been  formed  by 
employees  who  left  Carter,  Berlind. 
Despite  the  departures,  the  firm  is,  ac- , 
cording  to  Berlind,  showing  a  profit. 

In  a  sense,  the  game  ended  Avlien 
the  wonderful  1968  Hot-Stock  Market 
petered  out.  But  did  the  game  really 
end?  Or  will  it  resume  in  the  next 
bull  market?  This  is  no  academic  ques- 


tion. With  the  market  increasingly  in- 
stitutionalized, these  dangers  and 
these  opportunities  will  arise  again  and 
again.  Increasingly,  responsible  Wall 
Streeters  feel  that  this  kind  of  tactic 
is  neither  good  for  investors  nor  for 
The  Street's  image.  ■ 


COLEMAN 


Hot  to  Cold- 


^ 


Money  poured  like  a  tidal  wave 
into  Enterprise  Fund  in  1967  and 
1968,  attracted  by  a  spectacular 
rise  in  per-share  asset  value:  up 
114?  and  44%,  respectively.  In 
1968  alone  it  garnered  over  15%  of 
net  new  fund  money,  lifting  its  as- 
sets from  S247  million  to  nearly  $1 
billion.  But  today  hot  stocks  are 
out  of  fashion  and  so  is  Enterprise. 
Its  asset  value  sank  26%  last  year, 
17%  so  far  in  1970.  The  Securities 
&  Exchange  Commission  forbids 
Enterprise  to  sell  new  shares  until 
it  cleans  up  its  back-office  mess. 
Even  its  annual  meeting  has  been 
put  off  for  months. 

"Less  than  two  years  ago  it  was 
like  Christmas  all  year  round  with 
Enterprise,"  says  one  fund  dealer. 
"Every  couple  of  weeks  their 
wholesalers  were  around  to  tell  the 
Enterprise  story.  Now  they  have 
no  story."  But  there  is  a  story  in 
the  $100-minion-plus  that  Enter- 
prise management  keeps  in  cash 
against  potential  redemptions. 

Enterprise,  at  its  peak,  had  some 
12%  of  assets  (it's  now  below  5%) 
in   "letter   stock"— stock   not   regis- 


tered with  the  SEC  but  secured 
direct  from  the  issuing  company, 
usually  at  a  healthy  discount  and 
under  an  agreement  to  hold  the 
shares  for  two  to  three  years.  For 
instance,  in  the  June  1967  quarter 
Enterprise  bought  50,000  Well- 
ington Electronics  shares  for 
$743,000.  In  short  order  the  shares 
had  a  value  of  $1.2  million. 

Enterprise  did  not  explain  how 
it  valued  its  letter  stock.  Recently 
it  and  other  funds  have  dribbled 
out  information,  and  in  mid-April 
of  1970  the  SEC  issued  stringent 
new  disclosure  rules.  The  SEC  only 
weeks  before  "suggested"  that 
funds  keep  letter  stock  below  5%  of 
their  portfolios. 

Letter  stock  was  but  one  device 
in  the  reach  for  spectacular  gains; 
others  were  thinly  capitalized  is- 
sues, convertibles  and  warrants. 
On  the  way  up  the  funds  looked 
good.  But  with  tight  money,  a 
business  slowdown  and  a  falling 
market,  those  funds  have  fallen 
much  faster  than  the  market. 

The  insiders  suffered  less.  The 
shares  of  Enterprise's  management 


company.  Shareholders  Capital,  are 
down  from  a  1968  high  of  $26 
to  $5.  Of  course,  the  8  million 
Shareholders  Capital  shares  owned 
last  year  by  officers  and  directors 
cost  many  of  them  far  less. 

When  they  were  hot,  almost 
everybody  in  Wall  Street  loved 
Enterprise  and  Shareholders  Cap- 
ital. An  underwriting  group  led  by 
Eastman,  Dillon  earned  $1.4-mil- 
lion  in  fees  for  selling  management 
company  shares  to  the  public  late 
in  1968.  Also  late  that  year,  an- 
other group  led  by  Goodbody  & 
Co.  and  Bache  &  Co.  generated 
$22  million  in  commissions  by  un- 
derwriting SMC  Investment  Fund, 
another  Shareholders  Capital  op- 
eration. There  was  also  85  million  in 
brokerage  commissions  in  1968,  and 
$8.8  million  in  management  fees. 

It  was  a  different  story  for  the 
average  Enterprise  stockholder. 
The  early  birds  did  all  right,  what 
with  those  big  1967  gains.  But  80% 
of  Enterprise  stockholders  got  in 
after  those  big  gains  and  virtually 
all  of  them  have  losses  today.  What's 
so  hot  about  that? 
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They  Saw  the  Handwriting  on  the  TV  Screen 

Like  U.S.  moviemakers,  Britain's  Rank  Organisation  realized  that  TV  would  steal 
its  audience.  Unlike  the  U.S.  moviemakers,  Rank  did  somet fling  special  about  it. 


Almost  exery  major  U  '^  motion-pic- 
ture company  is  drowning  in  red  ink, 
but  in  the  United  Kingdom  the  Rank 
Organisation  last  year  earned  $125 
milhon  before  taxes  on  revenues  of 
$569  million.  During  the  past  three 
years,  Rank's  sales  and  earnings  have 
been  growing  at  a  rate  of  nearly  50% 
a  year  compounded.  That  pace,  of 
course,  cannot  be  maintained;  but  the 
outlook  is  lor  Rank  to  continue  to 
grow  for  several  years  at  a  rate  of 
c'nse  to  25%  compounded. 

What  has  the  Rank  Organisation 
got  that  U.S.  moviemakers  don't?  The 
answer  is  simple:  foresight. 

Until  about  15  years  ago.  Rank  was 
involved  almost  entirely  in  producing 
and  distributing  movies  and  in  running 
motion-picture  theaters.  It  had  such  a 
tight  grip  on  the  motion-picture  busi- 
ness in  the  UK  that  it  was,  in  effect,  a 
monopoly.  But  fortunately  for  Rank,  it 
recognized  that  it  was  reigning  over  an 
empire  on  which  the  sun  had  already 
begun  to  set.  Television  was  stealing 
its  audience. 


Unlike  Hollywood,  which  realized 
this  too  but  did  nothing  about  it  (ex- 
cept curse  TV),  Rank  decided  to  di- 
versify. It  built  a  wide-ranging  leisure 
business,  including  dance  halls,  bingo 
halls,  bowling  alleys,  motorports  and 
restaurants.  It  went  into  radio  and 
TV  manufacturing,  TV  rental  and  re- 
tail outlets,  a  whole  raft  of  audiovisual 
activities.  The  most  important  thing  it 
did  was  make  a  deal  with  an  obscure 
U.S.  company.  Haloid.  The  deal  not 
only  financed  the  diversification,  it  has 
been  responsible  for  Rank's  growth. 

The  year  was  1956.  The  deal  was 
for  Haloid  and  Rank  to  start  a  joint 
enterprise  in  the  United  Kingdom.  It 
was  an  insignificant  deal;  it  involved  a 
mere  $3  million  in  capitalization,  and 
rated  only  a  brief  mention  in  the  fi- 
nancial and  business  press. 

From  a  ti/f/e  Acorn 

Haloid  today  is  Xerox,  and  Rank 
Xerox  is  the  bone,  muscle  and  blood 
of  the  Rank  Organisation.  For  Rank 
Xerox   has   the   distribution   rights   to 


Xerox^  copying  machines  everywhere 
in  the  world  except  the  U.S.  It  has' 
wholly  owned  copying-machine  com- 
panies tJiroughout  Europe  and  Africa 
and  in"  parts  of  Asia.  In  Australia  and 
New-  Zealand,  Rank  owns  75%  of  a 
Rank  Xerox  company.  In  Japan,  the 
world's  fastest-growing  market  for 
copying  machines,  with  a  53%  sales 
increase  last  year,  Xerox  products  are 
handled  by  Fuji  Xerox,  Ltd.  And  Rank 
owns  50%  of  that. 

Rank  Xerox'  growth  has  been  phe- 
nomenal. In  1962  it  had  sales  of  only 
$7  million  out  of  Rank's  total  rev- 
enues of  $202  million;  last  year.  Rank 
Xerox  had  sales  of  $276  million,  just 
under  half  the  Rank  Organisation's  to- 
tal. Its  profit  contribution  has  been 
even  greater.  Since  Rank  Xerox  went 
into  the  black  in  1963  with  a  profit 
of  $585,000,  its  pretax  earnings  have 
grown  to  $110  million  last  year,  or 
88%  of  the  parent  company's  total. 

The  English  make  a  fetish  of  under- 
statement, but  Rank  Xerox'  spectacu- 
lar rise  led  John  Davis,  chairman  and 


Knight  in  Aluminum  Armor 

The  dragons  are  still  around,  but  Reynolds 
Metals'  Reynolds  thinks  he  can  slay  them. 


Reynolds  Metals,  the  $l-billion- 
sales  aluminum  company,  has  an  em- 
blem showing  St.  George  vanquishing 
the  dragon.  Richard  S.  Reynolds  Jr., 
61-year-old  chairman  of  the  16%-fam- 
ily-owned  business,  would  like  to  slay 
a  few  dragon-like  images  that  haunt 
the  aluminum  industry  in  general  and 
Reynolds  Metals  in  particular. 

These  aluminum-eating  dragons 
represent  such  avowed  corporate  ene- 
mies as  low  price/earnings  ratios, 
low  aluminum  ingot  prices  (28  cents 
a  pound,  up  only  2  cents  from  1960) 
and  seemingly  chronic  overcapacity. 
Over  lunch  at  the  roundtable  in  his 
private  dining  room,  Reynolds  recent- 
ly gave  the  dragons  a  fiery  tongue- 
lashing. 

His  answer  to  low  glamour:  "Sell 
more  aluminum  and  let  the  earnings 
reflect  the  worth.  Our  first-cjuarter 
earnings  are  up  this  yeA\\  and  we  are 
recovering  from  our  snake  bites."  In 
the  1967-68  period  Reynolds  Metals 
earnings  were  down,  reeling  from  hur- 
ricane damage,  explosions  and  pro- 
longed strikes.  "We  lost  a  lot  of  cus- 
tomers, maintenance  went  to  hell,  our 
building  program  was  hit.  Even  into 
last  year  we  were  not  doing  as  well' 
as  we  should  have  because  of  it."  The 
customers— or  new  ones— are  back, 
maintenance  has  caught  up  and  new 
facilities  are  on  stream,  he  .said.  This, 
and  improving  business  overseas,  has 
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chief  executive  of  the  Rank  Organisa- 
tion, to  lose  his  cool.  "Explosive,"  he 
said  when  Rank  Xerox'  profits  before 
taxes  more  than  doubled  in  1966. 
"Spectacular,"  he  said  about  a  28%  rise 
in  1967.  "Rank  Xerox  has  arrived,"  he 
commented  in  1968  when  profits  went 
up  another  58?.  The  5.3?  rise  in  1969 
found  him  almost  speechless. 

More  To  Come 

The  Rank  Organisation's  growth 
has  not  gone  unnoticed  by  canny  U.S. 
investors,  who  now  own,  says  Davis, 
"a  good  deal  more  than  a  third  of  the 
equity."  Rank's  "A"  shares— the  ones 
Americans  can  buy— have  been  under 
price  pressure  on  the  London  ex- 
change recently,  when  it  became  clear 
that  the  company's  probable  future 
grou  th  rate  was  "only"  25?.  But  that 
touched  off  no  rush  to  sell,  in  view  of 
some  of  the  company's  plans. 

For  one  thing.  Rank  has  recognized 
that  few  movies  still  draw  a  mass  au- 
dience; the  market  for  movies  is  now  a 
highly  fragmented  one.  For  that  rea- 
son, it  has  begun  to  convert  its  .3,000- 
seat  movie  palaces  into  mini-theaters 
that  should  be  able  to  show  a  profit 
even  for  specialized  audiences.  Since 
they  seat  only  a  few  hundred  people, 
they  are  not  expensive   to   build  or 


maintain;  indeed,  they  can  be  run  by 
a  man  and  his  wife. 

More  important.  Rank  has  gone  into 
a  new  deal  with  Xerox  under  which 
it  will  manufacture  and  distribute 
non-xerographic  equipment,  notably 
the  family  of  computers  that  Xerox  has 
been  expanding  since  acquiring  Sci- 
entific Data  Systems  in  1969.  But 
Xerox  no  longer  is  a  tiny  company 
named  Haloid,  and  the  deal  is  not 
quite  so  sweet  as  the  one  Rank  has  on 
the  copying  machines.  The  board  of 
Rank  Xerox  is  being  enlarged,  and 
Xerox,  not  Rank,  hereafter  will  have 
a  majority  on  the  board.  In  compensa- 
tion, however.  Rank  is  getting  about 
$15  million  in  Xerox  stock.  Rank  is  go- 
ing to  have  to  pay  an  8%  royalty  to 
Xerox  on  all  non-xerographic  equip- 
ment, though,  in  return,  it  will  be  paid 
another  $5  million  for  design  and  de- 
velopment services  for  Xerox  Data 
Systems.  Rank  Xerox  has  surrendered 
the  royalties  it  was  getting  on  Xerox 
sales  in  South  America.  For  this,  it 
will  receive  Xerox  stock  worth  still 
another  $7  million. 

In  the  computer  field  Rank  faces 
tough  competition,  notably  from  IBM. 
This  doesn't  faze  John  Davis.  "When 
you  come  to  computers,"  he  says, 
"IBM   is  outstanding,   but   there's  no 


Davis  of  Rank 

real  No.  Two.  So  there's  still  a  niche 
for  a  very  big  operation." 

Not  every  attempt  Rank  made  at 
diversification  has  been  a  success.  But 
after  what  it  did  with  copying  ma- 
chines, who  would  risk  a  prediction 
that  it  will  fail  at  computers?  ■ 


helped  give  Reynolds  its  sharply  im- 
proved first-quarter  earnings. 

What  about  low  P/E  ratios  for 
aluminum  companies?  Despite  the 
size  of  the  North  American  aluminum 
industry  (four  firms  selling  nearly  $5 
billion  worth  annually),  aluminum 
still  has  something  of  the  aura  of  a 
product  whose  time  has  not  yet  come. 
That  tends  to  keep  stock  prices  low. 
Reynolds  (recent  price  34)  had  a  P/E 
ratio  of  II.  Alcoa  (sales  $1.5  billion) 
recently  sold  at  70  for  a  ratio  of  13. 
Alcan,  the  Canadian-based  giant,  sold 
at  27  for  a  P/E  of  10.  And  Kaiser 
Aluminum  &  Chemical,  baby  of  the 
bunch  with  sales  just  under  $1  bil- 
•    lion,  sold  at  35  for  a  ratio  of  12. 

Says  Reynolds:  "After  my  father 
[who  started  Reynolds  Metals  in 
1928]  died  in  1955,  the  stock  was 
around  80.  Today,  with  nearly  twice 
the  earnings,  it's  not  half  that. 

"We've  been  right  on  growth,"  he 
says  about  Reynolds  Metals.  "We  set 
ourselves  to  grow  twice  as  fast  as  the 
economy."  But,  he  adds,  during  a 
couple  of  Eisenhower  Administration 
years  the  economic  growth  dawdled 
along  at  2%  when  Reynolds— and  oth- 
ers—had banked  on  4%. 

"That  slowdown  in  the  economy  led 

to   overcapacity    and    price    cutting." 

Price  continues  to  be  a  drawback  to 

increased    aluminum    profits,    as    the 

.      companies  have  kept  on  expanding  in 


anticipation  of  growth.  In  the  last 
few  weeks,  however,  the  four  ma- 
jors have  raised  basic  ingot  prices. 
Aluminum  production  demands 
huge  installations  and  all  the  econo- 
mies .scale  can  bring.  This  means  a 
capacity  ability  that  in  the  past  has 
bordered  on  overcapacity.  "But  we 
don't  want  to  be  a  scarce  metal," 
Reynolds  insists.  "We  want  aluminum 
u.sers,  and  potential  users,  to  feel  that 
they  can  get  all  the  aluminum  they 
want,  whenever  they  want." 

No  Doubts 

Belief  in  aluminum  is  almost  an  ar- 
ticle of  faith  with  the  Reynolds  Met- 
als* Reynolds  (cousins  of  the  tobacco 
Reynolds).  Richard  S.  Reynolds  Sr. 
started  manufacturing  the  tinfoil  and 
aluminum  foil  in  which  cigarettes  are 
packaged.  By  the  time  World  War  II 
was  imminent  he  was  convinced  alu- 
minum would  soon  be  a  major  metal. 
He  had  bought  up  many  small  com- 
panies during  the  Depression  and  was 
prepared  when  President  Roosevelt 
started  talking  about  "50,000  air- 
craft" to  meet  the  war  threat. 

By  1945  there  was  not  only  a  grow- 
ing market  for  aluminum,  but  thou- 
sands of  people  had  learned  how  to 
produce  it,  work  with  it,  mold  it  and 
use  it  as  a  substitute  for  other  metals 
and  wood.  It  is  this  substitution, 
Reynolds  Jr.  believes,  which  will  see 


aluminum  boom  in  this  decade  as 
it  becomes  increasingly  important  in 
modular  housing,  mobile  homes,  auto- 
mobile engines,  furniture  and  as  a 
copper  wiring  substitute. 

"Just  take  wood.  There  will  be  a 
terrific  shortage,  there  just  is  not  that 
much  wood  around.  Housing  starts 
still  lag  the  way  they  have  for  the  last 
couple  of  years,  but  they  will  pick  up, 
the  demand  will  force  them  to.  When 
that  happens,  when  the  pressure  to 
build  breaks  loose,  it  has  to  be  alumi- 
num." He  pauses:  "Anyway,  alumi- 
num is  -cheaper,  installed,  than  wood." 

But  is  that  demand  coming?  With  a 
now-you-see-it,  now-you-don't  infla- 
tion-cum-recession  economy,  is  the 
money  going  to  be  there?  Reynolds 
faced  that  dragon  squarely: 

"I  look  for  a  new  influx  of  money 
this  year  from  the  Social  Security  in- 
creases, the  wage  increases,  the  tax 
cut-off.  All  of  this  money  is  going  to 
start  to  show  by  the  second  quarter. 
If  it  doesn't  send  the  economy  back 
up,  at  least  it  will  halt  the  slowdown. 
You  can't  put  that  much  money  into 
circulation  without  this  happening." 

And  that's  the  word  from  the 
roundtable.  The  dragons  are  still 
around,  of  course,  but  if  Reynolds' 
verbal  predictions  are  followed  by  the 
requisite  action  in  sales  and  the  stock 
market,  chalk  up  a  victory  for  the 
knight  in  aluminum  armor.  ■ 
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Trucking:  Passing  the  Bucic 


The  U.S.  trucking  industry  has  been 
hit  with  a  multibilliondoiiar 
wage  boost.  Long-range  damage 
to  the  industry:  virtually  nil. 


The  lecently  uegolialed  LonUaLl  be- 
tween the  Teamsters  Union  and  the 
nation's  truckers  is  a  sobering  demon- 
stration of  how  hard  it  is  to  control 
inflation.  It's  a  fat  contract  for  the 
drivers,  out  of  all  proportion  either  to 
the  cost  of  living  or  to  productivity.  It 
is  clearly  and  powerfully  inflationary. 
Even  so,  a  good  many  Teamster  locals 
are  fighting  it  with  strikes  and  are 
demanding  more.  This  kind  of  infla- 
tionary psychology  is  virtually  invul- 
nerable to  the  type  of  monetary  re- 
straints the  Nixon  Administration  is 
applying  to  inflation. 

The  contract  will  add  almost  $1 
billion  this  year  to  trucking  costs  for  a 
total  of  $2.7  Ijillioii  annually  by  the 
end  of  the  third  year,  a  27.6%  increase 
in  wages.  To  meet  these  costs— and  to 
provide  a  little  something  for  profits- 
the  industry  is  getting  ready  to  ask  for 
some  juicy  rate  increases. 

The  general  expectation  in  trucking 
circles  is  that  the  carriers  will  adopt  a 
front-end  load  approach.  That  is,  they 
will  seek  the  biggest  boost  in  the  first 
year.  The  idea  is  to  fnkc  advantage  of 
pul)lic  sympathy  over  the  big  wage  in- 
crease and  also  to  get  a  head  start  on 
rising  wage  costs.  The  inside  view  is 
that  the  industry  plans  to  ask  for  a 
minimum  of  7.5%  the  first  year,  and 
then  go  back  to  4%  to  6%  requests. 
Overall,  therefore,  the  nation's  truck- 
ing bill  will  increase  from  Sill  billion 
to  $13.8  billion  by  the  third  year.  It 
could  increase  by  even  moie  since 
many  locals  are  resisting  the  national 


settlement  in  favor  of  a  still  higher  one. 

Unless  the  Interstate  Commerce 
Commission— which  has  the  jurisdic- 
tion—acts out  of  all  character,  the 
truckers  will  get  their  boost. 

In  short,  the  trucking  companies 
will  not  pay  for  the  Teamsters'  good- 
ies. The  public,  as  usual,  will.  Virtual- 
ly everything  moves  by  truck  some- 
where along  the  line— and  often  all 
along  the  line.  The  $2.7  billion,  in 
short,  will  go  directly  onto  grocery 
bills,  building  materials  costs  and  even 
onto  taxes— since  the  U.S.  Government 
is  the  nation's  biggest  shipper.  The.se 
wage  boosts  will  lift  a  local  driver's 
wage  from  $9,852  to  $13,267  and 
an  over-the-road  Teamster's  from 
$13,308  to  $16,318.  Today  a  typical 
industrial  worker  makes  some  $7,000 
a  year,  an  average  railroader  (truck- 
ing's nearest  competitor)  $9,273. 

Can  the  trucking  industry  pay 
wages  of  this  size  without  suffering 
from  competition  or  from  low  profits? 
The  fact  is  that  it  can.  One  reason 
is  that  people  can't  do  without  truck- 
ing. Equally  important,  howe\'er,  is 
the  fact  that  trucking,  operating  on 
rights-of-way  built  by  governments, 
does  not  require  large  amounts  of  cap- 
ital. Its  chief  investment  is  in  trucks 
and  trailers,  and  these  are  generally 
amortized  over  as  little  as  four  years. 
The  railroad  industry,  trucking's  only 
serious  competitor,  spends  something 
like  S3  billion  a  year  just  to  maintain 
its  equipment  and  rights-of-way. 
Trucking,     by     contrast,     carries     an 


equivalent  amount  of  freight  while  its 
maintenance  costs  are  only  $1  billion. 
As  for  equity  capital,  up-to-date  fig- 
ures are  hard  to  come  by,  but  the 
stockholders'  stake  in  the  publicly 
owned  truckers  seems  about  one-tenth 
as  large  as  in  competing  railroads. 

This  is  a  cozy  situation  for  the  in- 
dustry and  the  Teamsters.  One  thing 
that  keeps  it  cozy  is  the  Interstate 
Commerce  Commission.  This  ancient 
(founded  1887)  agency  long  ago  f-^ll 
into  the  habit  of  thinking  in  terms  of 
what  is  best  for  the  industries  it  regu- 
lates rather  than  what  is  good  for  the 
public.  When  it  comes  to  passing  costs 
on  to  the  public,  the  agency  is  deci- 
sive and  fast-moving;  it  only  becomes 
sluggi.sh  and  vacillating  when  it  must 
choose  among  conflicting  interests 
within  transportation— as  in  railroad 
mergers  or  when  one  form  of  trans- 
portation wants  to  lower  rates  to  lure 
business  from  competitors.  Almost  ev- 
erybody agrees  that  the  status  quo  in 
transportation  is  imsatisfactory;  the 
ICC,  in  cflect,  is  dedicated  to  main- 
taining that  status  quo. 

Under  the  circumstances,  the  truck- 
ing industry  has  no  very  powerful  mo- 
tive to  resist  Teamster  wage  demands: 
Unlike  railroads  or  airlines,  it  bears  no 
heavy  capital  costs;  and  it  is  fairly  . 
confident  the  ICC  will  let  it  recapture  ^ 
the    higher    wages    from    the    public.    •* 

Significantly,  none  of  the  major 
truckers  interviewed  by  Forbes  ex- 
pressed any  fears  that  the  higher  rates 
would  cost  them  business.  This  con- 
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fidence  may  or  may  not  be  excessive, 
considering  the  huge  new  airfreighters 
coming  into  service  and  considering 
the  increasing  aggressiveness  of  the 
railroads.  But  the  truckers  have  had 
it  their  own  way  for  a  long  time.  It 
is  even  possible  that  one  branch  of  the 
industr\— the  truck  leasers— will  bene- 
fit from  the  higher  freight  rates.  The 
new  rates  may  well  encourage  more 
shippers  to  set  up  their  own  trucking 
operations,  using  leased  trucks. 

In  this  setting,  the  wonder  of  it  is 
that  the  Teamsters'  national  leader- 
ship settled  for  a  mere  10?  annual  gain 
in  wage  rates,  that  they  did  not  persist 
in  their  original  demands  for  an  an- 
nual gain  of  -^C?,  which  would  have 
just  about  doubled  wages  by  1972. 
The  Teamsters  refuse  to  discuss  the 
matter;  they  have  their  hands  full 
with  recalcitrant  locals  who  feel  the 
truckdri\ers  should  use  their  pivotal 
position  in  the  economy  to  extract 
more  than  $.3  billion  from  the  public. 

Thus,  in  absence  of  evidence  to  the 
contrary,  it  is  safe  to  assume  that  the 
Teamsters'  national  leadership  took 
the  maximum  amount  they  could  get 
1)  without  significantly  hurting  the 
truckers'  ability  to  compete  with  air 
and  rail  transportation,  and  2)  with- 
out bringing  upon  themselves  the 
Government's  wrath. 

The  Teamsters,  in  short,  may  not 
give  a  hoot  about  the  cost  of  living 
for  non-Teamsters,  but  the  national 
leadership  does  care  about  the  finan- 
cial health  of  the   trucking  industry. 

Tribute? 

Is  the  nation  then  doomed  to  pay- 
ing ever-increasing  tribute  to  the  2- 
million-man  Teamsters  Union?  One 
way  out  for  the  ICC  is  to  take  a 
tougher  line  toward  rate  increases 
and  thus  pressure  the  industry  to  resist 
wage  demands  in  excess  of  real  pro- 
ductivity gains.  This,  of  course,  would 
be  hard  on  the  industry;  imlike,  say. 
General  Electric,  the  trucking  industry 
has  no  enthusiasm  for  a  strike  which 
would  not  enrich  the  companies  but 
only  help  diminish  inflation.  Others, 
however,  are  starting  to  ask  questions 
about  rising  transportation  costs. 

One  prestigious  group  that  wants 
to  know  more  is  the  Joint  Economic 
Committee  of  Congress,  whose  staff- 
men  have  just  started  to  quietly  poke 
around  in  the  mystifying  world  of 
freight  tariffs.  "Our  concern  is  to  find 
out  whether  the  truckers  are  paying 
their  own  way,"  explains  one  source. 
In  short,  $5  billion  is  poured  into  the 
highway  trust  fund  every  year,  and  out 
of  this  come  funds  for  the  $60-billion 
Interstate  Highway  System,  the  ba- 
sic 41,000-mile  roadbed  for  the  na- 
tional truckers.  But  most  of  it  is  paid 
for  by  the  ordinary  motorist. 
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FOR  TRUCKERS  IT'S  NOT  JUST  A  QUESTION  OF 
HOW  MUCH  BUSINESS  THEY  GET  OR  HOW  MUCH 
THEY  CHARGE... 
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GROSS  REVENUE  FROM  TRANSPORTING  GOODS 
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...BUT  OF  KEEPING  UP  WITH  THE  TEAMSTERS 
AND  THEIR  DEMANDS 


PRIOR  TO  1965  ONLY  CARRIERS  LISTED  AS 
"OPERATING  OWNED  EQUIPMENT  PRINCIPALLY" 
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DATA  IS  FROM  AMERICAN  TRUCKING  ASSOCIATIONS  AND  INTERSTATE  COMMERCE  COM- 
MISSION AND  COVERS  MAJOR  COMMON  AND  CONTRACT  MOTOR  CARRIERS  (CLASS  I,  II, 
AND  III)  REGULATED  BY  ICC. 

MAJOR  ICCREGULATED  MOTOR  CARRIERS  IN  CLASS  I,  II,  AND  III. 

WAGE  DATA  BASED  ON  ICC  CLASS  I  &  II  COMMON  FREIGHT  CARRIERS;  WELFARE  DATA 
ARE  INCLUDED   BUT  WERE  COMPILED  FOR  CLASS  I  ONLY. 


More  significantly,  perhaps,  the  con- 
gressional probers  are  concerned  over 
how  the  Teamsters  wangled  through 
a  settlement  which,  in  one  investiga- 
tor's words,  "may  be  kind  of  yeasty  for 
the  economy.  We'd  like  to  know  how 
much  updrag'  this  will  exert."  Also 
disturbing  to  the  industry  is  a  move  by 
a  bunch  of  high-powered  Republicans 
who  are  all  members  of  the  Senate 
Commerce  Committee.  This  resolu- 
tion, backed  by  Senate  Minority  Lead- 
er Hugh  Scott  of  Pennsylvania,  would 
grant  the  Department  of  Transporta- 
tion $750,000  to  investigate  how  ef- 
fective the  autonomous  ICC  is  in  set- 
ting freight  rates  of  all  kinds. 

The  Repubhcan  proposal  may  be  a 


bit  more  palatable  to  the  trucking  in- 
terests than  another  pending  Senate 
bill  that  would  go  all  the  way  and  set 
up  an  independent  commission  to,  in 
effect,  study  the  independent  commis- 
sions that  regulate  freight  rates  for  all 
modes  of  transportation.  Both  propos- 
als, naturally  enough,  have  received 
a  rough  reception  from  the  ICC  itself 
and  the  American  Trucking  Associa- 
tions. In  fact,  the  managing  director 
of  the  latter,  William  A.  Bresnahan, 
went  so  far  as  to  suggest  that  the  ICC 
itself  be  given  the  task  of  investigating 
what  makes  freight  rates  tick— which 
would  be  somewhat  like  turning  the 
prosecution  over  to  the  defendant. 
Also  afoot  are  moves  to  get  the  De- 
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partment  ot  Transportation  involved  in 
setting  freight  policy— or  at  least  inves- 
tigating it  instead  of  leaving  it  all  to 
the  ICC.  These  moves  have  started 
some  skirmishing  between  the  truck- 
ers and  the  ICC  on  the  one  hand  and 
the  young  activists  at  the  DOT.  Ironi- 
cally, the  department  is  headed  by  one 
of  tlte  nation's  foremost  roadbuilders, 


one-time  Federal  Highway  Adminis- 
trator John  A.  Volpe.  Yet  Volpe  has 
already  made  it  clear  that  he  is  not 
the  highway  lobby's  man. 

The  trucking  industry  has  pinned 
high  hopes  on  winning  the  right  to 
run  rigs  with  two  truck-trailers  rather 
than  one.  In  many  western  states  they 
can,  but  in  the  East  they  are  still 
limited  to  single  trailers.  Obviously, 
doulile  trailers— double  bottoms,  the 
industry  calls  them— cut  labor  costs 
considerably,  making  possible  even 
higher  wages  for  the  Teamsters  and 
better  profits  for  the  truckers. 

However,  the  industry  has  met 
heavy  opposition  on  double  bottoms— 
and  also  on  wider  ones.  Many  a  mo- 
torist has  quailed  at  being  passed  by 
a  huge  double  trailer  at  high  speed 
on  a  highway.  Legislators  have  been 
made  aware  of  this  problem,  not  only 
by  motorists  but  by  the  highway  lob- 
by's natural  enemies,  the  railroad  in- 
terests. John  H.  Kolhoven,  treasurer 
of  Gateway  Transportation  of  La 
Crosse,  Wis.,  laments:  "We  thought 
we  had  double-bottom  legislation 
passed  here  in  Wisconsin  twice  last 
year,  but  some  little  old  lady  keeps 
running  into  the  Assembly  and  say- 
ing, 'Those  things  are  hard  to  pass.'  " 

Wall  Streef's  Fact 

The  chances  are  that  the  trucking 
industry  is  going  to  have  to  contend 
with  a  good  many  "little  old  ladies," 
and  it  may  even  find  out  that  not  all 
its  opposition  wears  tennis  shoes. 

However,  in  spite  of  increasing  con- 
sumerism and  a  growing  outcry  against 
the  highway  lobby,  the  odds  remain 
heavy  that  the  truckers  will  be  per- 
mitted to  pass  on  all  of  their  in- 
creased wage  costs.  The  industry  and 
its  allies  in  oil,  automobiles  and  high- 
way building  have  always  been  able 
to  muster  impressive  political  support. 


Teamster  Presidenf  Frank  E. 
Fifzsimmons  hopes  to  make 
rvarks  as  a  labor  "states- 
man"  and  thereby  keep  his 
"temporary"  job  when  Jimmy 
Hoffa   (left)   gets  out  of  jail. 


Partly  for  this  reason.  Wall  Street 
does  not  take  too  seriously  the  threats 
of  high  labor  costs  or  of  possible  pub- 
lic resentment  against  higher  freight 
rates.  In  fact,  with  trucking  stocks 
down  as  much  as  50%  from  their 
highs  in  the  late  Sixties,  there  has 
been  some  nibbling  at  the  stocks 
by  research-minded  investment  houses. 


'The  Truckers— A  Statistical  Profile 

1969               % 
Revenues     Change 
(millions)  From  1968 

% 

Change 
Since 
1965 

1969 
Earnings 
Per  Share 

% 

Change 

from 

1968 

1969 

Net 

Prom 

Margin 

1969 
Return 

on 
Equity 

Recent 
Price 

1969-70 
Price 
Range 

Indicated 
DividlerMS 

P/E 
Ratio 

Consol.  Freightways 

$450.6 

16.1% 

75.60/0 

$2.59 

7.50/0 

3.20/0 

22.7% 

28 

431/2-24 

$1.00 

11 

Leaseway  Trans. 

255.9 

15.0 

87.1 

1.93 

—1.0 

3.1 

21.3 

23 '/4 

363/8-20 

0.50" 

12 

National  City 

227.4 

35.7 

78.7 

1.59 

—18.0 

1.6 

9.7 

14 

383/4-13V4 

0.90 

9 

Roadway  Express 

211.9 

15.2 

75.9 

1.60 

4.5 

3.7 

17.3 

23V4 

31'/2-20y2 

0.40 

15 

Yellow  Express 

161.9 

21.9 

206.0 

2.01 

—1.0 

4.4 

21.6 

24'/4 

32     -21 

0.64 

12 

Pac.  Intermountain 

144.2 

6.8 

—5.7 

1.05 

-48.0 

1.3 

8.6 

17'/2 

33i/2l2'/4 

0.80 

17 

T.I.M.E.— DC- 

139.4 

—4.0 

11.5 

0.46 

—68.0 

1.2 

4.8 

11 

38     -10 

0.60 

24 

McLean  Truckingt 

134.0 

13.0 

87.0 

3.55 

—9.4 

3.6 

24.2 

4P/4 

65     ■32>/2 

i.oott 

12 

Associated  Trans. 

117.6 

10.0 

21.9 

0.58 

11.5 

0.7 

4.6 

8'/* 

19      -83/4 

0.20 

16 

Specter  Industries 

103.2 

5.6 

58.8 

dO.49 

d 

d 

d 

7 

23'/8-6 

— 

— 

Transcon  Lines 

93.1 

7.7 

114.0 

0.98 

—20.0 

3.2 

17.1 

11 

21 1/4 -9 

0.40 

11 

Gateway  Trans. 

75.4 

10.2 

41.4 

1.31 

—34.1 

2.2 

21.7 

11 '/4 

23'/4-9'/2 

0.60 

9 

U.S.  Truck  Lines 

75.0 

4.3 

15.1 

4.79 

24.4 

7.1 

18.4 

35 

53y2-313/4 

1.40 

7 

Overnlte  Trans. 

47.2 

11.2 

5.3 

2.23 

—11.5 

4.6 

17.6 

2iy8 

34y8-17'/2 

1.00 

9 

Cooper-Jarrett 

45.1 

2.2 

50.0 

0.87 

—14.7 

1.4 

20.6 

93/8 

173/8-9'/4 

0.50 

11 

•Merger  117-69,  figures  ore  profotmo. 
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extra.         d— < 
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Most  of  the 

people  paid  by  us 

don't  work 

for  us. 


United  Virginia  Bankshares 


THE  BANKS  WITH  OVERVIEW. 


We're  big  on  payrolls. 
And  getting  bigger.  It's  easy 

for  us.  Because  making 
money  move  is  our  business. 
Our  customers?  Local  com- 
panies. And  national  corpo- 
rations with  a  plant  or  an 
outlet  in  Virginia.  All  an 
employer  need  do  is  fill  out 
one  form.  We  do  the  rest.  We 

admit  we've  landed  quite 

a  few  new  accounts  through 

this  service.  Our  overview 

makes  payrolls  pay  off. 

Both  ways. 

For  information  on  payrolls  or  other 

services,  write:  Mr.  Wayne  P.  Hall, 

Dept.B,  United  Virginia  Bankshares 

Inc.,  900  East  Main  Street,  Richmond, 

Virginia  23219. 


A 


i>oying  It  with  Lead.  There's  some  violence  yet  in  the  rough  world  of  truck- 
ing, but  today  labor  and  management  prefer  sharp  ball-points  to  bullets. 


The  reason  is  that— for  all  its  prob- 
lems—tnu-kiuj:  has  al\va\s  been  a 
long-term  growth  inilustr\ .  In  the 
Fifties,  the  trnoks  hauled  about  one- 
third  the  dollar  \alue  of  all  intercity 
freight.  H\  19tt4,  thev  overtook  the 
railroads  47*i  cv.  45%.'  and  by  1980. 
the  figure  should  rise  to  61T-.  What 
with  that  kind  of  share-of-market 
gains  in  a  growing  econonn ,  the 
trucking  inilustry  can  e.vpect  revenue 
gains  a\eraging  some  6%-7%  a  \ear. 

One  reason  for  these  expected 
gains  is  a  (.xmtinued  shift  of  popula- 


tion awa\-  from  areas  served  b\'  the 
railroads.  Yet  another  is  the  continu- 
ing decline  in  ser\  ice  b\  a  railroad  in- 
dustry that  is  burdened  by  costly,  un- 
der-utilized rights-of-way  and  by 
unions  apparcntK'  more  interested  in 
feathcrhedding  than  in  higher  wages. 
These  trends  have  served  trucking 
well  for  30  years.  So  has  the  S15  bil- 
lion a  \oar  that  the  nation's  taxpavers 
put  into  highwavs. 

As  the  chart  on  page  21  shows, 
the  odds  are  that  the  unions— and  the 
ICC— won't    permit    the    industrv     to 


Going  to  the  Well 


The  I'.S.  trucking  industry,  its  fu- 
ture siHMiiingK'  assined,  needs  capi- 
tal for  expansion  anil  acquisition. 
Therein  hangs  a  problem.  Tradi- 
tionally truckers  luue  depended 
largely  on  bank  credit,  but  a  truck- 
ing financialman  amcedes  that  "a 
lot  of  onr  people  are  rated  at  a  lot 
less  than  prime"  with  their  friend- 
ly neighborhood  banker.  In  fact. 
man>  truckers  mc  undercapitalized 
and  badly  need  etjuity  capital.  But 
from  where?  Profits  were  down  last 
\ear  KVf  despite  a  7f  rise  in  reve- 
nues. They  w ill  he  down  again  this 
year.  How  do  you  get  equity  monev 
in  these  circumstances?  It  isn't  eas\ 
Listen  to  the  '  \  ms  of  one  of 
the  best  outfits  in  . :.,  business: 

Yellow  Freight  System  lK>ard 
chairman  George  E.  Powell  ]r. 
makes  it  clear  that  a  publiclv 
owned  cx>mpan\  like  bis  must  aim 
a  lot  higher  than  at  indnstrv  aver- 
ages. His  goal  has  been  to  get 
enough  round-lot  stockholders  to 
qualify  for  listing  on  the  Big  Board. 
In  pursuing  it,  he  has  faced  some 
of  the  thonu'  bookkeeping  ques- 
tions that  plague  even  the  smallest 
state-to-state  carrier.  It  boils  down 
to  keeping  a  tight  hold  on  the  all- 
important  operating  ratio.  In  the- 
orv,  the  rate  regxilators  usuallv  al- 


low the  industry  rates  high  enough 
to  permit  an  operating  ratio  of  Oof 
of  oi^erating  expenses.  Out  of  that 
7r  must  i\ime  ever\  thing  from 
profits  and  dividends  to  interest 
costs.  With  that  slim  margin,  it's 
easy  to  slip  into  the  red— or  to  lev- 
erage vourself  to  a  nice  profit. 

Yellow  Freight  claims  its  operat- 
ing ratio  has  been  cruising  along  at 
about  90.5'f,  and  90'f  is  the  goal. 

.\lthough  Yellow  Freight's  Pow- 
ell needs  etpiity  capital,  he  realizes 
he  has  to  take  it  in  slowlv ,  for  like 
any  smart  businessman,  he  is  wary 
of  diluting  his  common  stock. 

".\t  Yellow."  Powell  explains  to 
transportation  analvsts,  "we  are 
conunitted  to  maintaining  a  debt- 
to-equity  ratio  [defined  to  include 
lease  debt  and  measured  against 
tangible  net  worth]  of  1  to  1.  This 
ratio  would  be  pemiitted  as  high 
as  1.5  on  a  temporarv  basis.  During 
the  1960s  om  debt-to-equilv-  ratio 
reached  a  high  of  2.3  to  1  but 
averageil  about  1.4.  It  is  our  feel- 
ing that  the  attitude  of  our  bankers 
as  well  as  our  stockholders  w  ill  re- 
quire the  more  conservative  limits 
in  the  years  ahead."  Translated: 
We  know  we'll  have  to  go  to  the 
well  for  equitv  monev .  but  were 
still  nervous  about  it. 


bring  much  of  these  gains  down  to 
profit  margins.  But  with  that  kind  of 
growth,  even  stable  profit  margins 
Axmld  produce  good  gains  in  overall 
profits  and,  thus,  in  profits  per  share. 

On  top  of  this,  some  Wall  Street- 
ers  are  convinced  that  the  possibilities  - 
of  growth-tluough-acciuisition  remain 
tremendous  in  trucking.  As  of  now  the 
industrv-  is  still  fragmented:  There 
are  something  like  15,000  individual 
companies  and  tlie  biggest  one.  Con- 
solidated Freightw  a\  s,  does  well  under 
5'i  of  the  total  Inrsiness. 

More  than  one  Wall  Street  analyst 
told  FoHBEs  that  what  he  expects  is  a 
few  months  of  depressed  profits  until 
the  industrv  gets  its  first  rate  boosts, 
then  renewed  growth  and  a  possibly 
sharp  recoverv'  in  trucking  stocks. 
Smith.  Barnev  &  Co.  analvst  Theodore 
W".  Price  puts  it  like  this:  "Trucking 
equities  as  a  group  have  in  the  past 
tended  to  maintain  approximate  three- 
V ear  price  cvcles— from  low  to  high  to 
low  again,  generallv  in  line  with  labor 
negotiations  and  the  anticipated  de- 
cline in  earnings.  ...  In  om-  opinion 
the  time  to  begin  purchase  programs 
is  when  the  near-term  outlook  for  the 
industrv  is  bleakest. " 

How  can  Wall  Street  be  bulli.sh 
about  an  industrv-  so  nuich  at  the 
mercv-  of  a  powerful,  aggressive  la- 
bor union?  The  answer  lies  in  the 
basic  nature  of  trucking.  In  eftect. 
the  trucking  companies  are  simply 
middlemen.  Thev  are  relatively  small 
companies  that  buv-  their  labor  from  a 
powerful  supplier,  the  Teamsters,  and 
their  right-of-way  is  supplied  by  the 
government  at  modest  cost  (in  the 
tonn  of  the  gasoline  taxes  which  all 
motorists  pay).  Thus  the  trucking  in- 
dustrv requires  only  a  relatively  small 
capital  investment  to  make  a  good 
profit.  The  figures  bear  this  out:  On 
operating  margins  of  only  94.4?,  the 
trucking  industry  has  earned  an  aver- 
age return  of  11.3'f  on  its  equity  in- 
vestment: the  railroads,  on  an  operat- 
ing ratio  of  79.5r.  have  earned  alwut 
31  on  their  equity. 

You  cai»  look  at  it  this  way:  the 
trucking  industrv  last  vear  had  an  in- 
vestment of  only  alxiut  S2.3  billion 
in  operating  equipment.  Yet  it  took  in 
as  manv  revenue  dollars  as  the  rail- 
road industrv  which  had  a  capital  in- 
vestment after  depreciation  of  S27 
billion.  .\s  long  as  the  public  foots  the 
ultimate  bill,  the  union  has  not  l>e- 
grudged  the  emplov  ers  enough  profit 
to  make  their  limited  investment  pay. 

Fighting  against  inflation,  the  pulv 
lie  can  ill  afiord  the  $2.7  billion  the- 
recent  wage  agreement  will  add  to  its 
transportation  a^sts.  Paradoxicallv ,  the 
trucking  industrv  itself  can  pass  the 
bill  on  and  still  hope  to  move  to  new 
heights  of  profitability.  ■ 
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What  the  world  needed 
An  ad  written  by  lawyers, 


Ahem. 

We  hate  to  be  stuffy;  but  legally  speaking, 
please  remember  that  Xerox  is  a  registered  trademark. 

It  identifies  our  products.  It  should  never  be 
used  for  anything  anybody  else  makes. 

You  remember  that,  and  we  won't  write 
any  more  ads. 


XEROX 
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There's  Nothing  Like  a  Dream 

Bear  market  or  no,  dreams  and  "concepts"  are  still  marketable  in  Wall 
Street.  Case  in  point-  Stirling  Homex,  now  going  at  250  times  earnings. 


In  the  quiet  countryside  15  miles 
outside  of  Rochester,  N.Y.  sits  the 
plant  of  Stirling  Homex.  It  is  busy 
(two  shifts)  making  a  useful  product 
—modular  homes.  In  1969  it  built 
enough  modules  for  roughly  1,000 
homes,  and  the  company  earned  $1.7 
million.  Not  too  surprisingly,  the  Ca- 
nadian-born founders,  David  Stirling 
Jr.,  37,  and  his  brother  William,  32, 
decided  to  go  public. 

Enter  Wall  Street's  money  men.  For 
them,  Stirling  Homex  has  everything. 
PerfoiTTiance.  A  great  concept;  modu- 
lar factory-produced  homes  for  the 
millions.  An  accountant  would  see  a 
small  company  making  a  respectable 
profit;  a  sharp  underwriter  sees  a 
potential  giant.  Stirling  Homex  is  no 
longer  simply  a  small,  $15-million- 
sales,  two-year-old  company.  It  is  the 
salvation  of  America's  housing  crisis, 
and  Dave  Stirling  is  the  Henry  Ford 
of  the  housing  industry. 

In  a  public  offering  in  February, 
the  company  offered  1.2  million  shares, 
about  13%  of  its  equity,  at  $16.50  a 


share.  In  the  over-the-counter  market, 
the  stock  quickly  zooms  to  50— despite 
a  bear  market.  From  a  modest  dream, 
Stirling  Homex  changes  into  an  ap- 
parent stock-market  giant,  its  stock 
selling  at  250  times  1969  earnings  for 
a  total  market  value  of  $435  million. 

These  giants-to-be  require  careful 
care  and  feeding.  Within  a  short  time 
after  the  public  offering,  money  man- 
agers accompanied  by  representatives 
of  R.W.  Pressprich  &  Co.,  Stirling's 
Wall  Street  underwriter,  are  on  their" 
way  to  Rochester.  Stepping  into  the 
company's  eight-passenger,  1970  Lin- 
coln limousine,  they  tour  the  plant 
and  chat  with  the  Stirling  brothers. 
Eventually  even  the  big  New  York 
banks  such  as  Morgan  Guaranty,  U.S. 
Trust  and  Manufacturers  Hanover 
Trust  make  the  trip. 

What  they  see  cannot  fail  to  im- 
press them.  The  well-known  labor 
lawyer  Theodore  W.  Kheel  owns 
200,000  shares.  Kheel  has  negotiated 
a  neat  labor  contract  (with  the  Unit- 
ed   Brotherhood    of    Carpenters    and 


Million-Dollar    Smiles.    The 

Stirling  brothers  (seated, 
6/7/  left  and  Dave  right)  en- 
joy their  new  wealth  as 
their     associates     look     on. 


When  IVIanagement  Grows  Old 

Seat-of-the-pants  management  once  worked  for 
Earle  M.  Jorgensen  Co.,  but  it's  not  enough  today. 


Earle  M.  Jorgensen  is  the  epitome 
of  the  self-made  U.S.  busines.sman. 
Armed  witli  little  more  than  a  high 
school  diploma  and  good  credit,  Jor- 
gensen left  his  nati\e  San  Francisco 
(where  his  parents  had  settled  as 
Danish  immigrants)  for  Los  Angeles 
in  1920;  there  he  formed  a  steel  dis- 
tribution company  at  the  tender  age 
of  22.  Today,  nearing  his  72nd  birth- 
day, Jorgensen  is  still  chairman  and 
chief  executive  of  that  company.  With 
a  nationwide  network  of  19  plants,  the 
company  today  ranks  among  the  larg- 
est steel  and  aluminum  service  centers 
in  the  country. 

Energetic  and  youthful,  Jorgensen 
could  pass  for  a  man  of  60.  He  i)\efers 
tennis  to  golf,  and  runs  his  company 
with  the  same  firm  hand  that  built  i!. 
But  even  a  remarkable  man  like  Jci  - 
gensen  grows  old,  and  there  are  indi 
cations  that  what  worked  to  make  h  < 
company  grow  and  prosper  for  so 
many  years  just  isn't  working  anymore. 

Between  1960  and  1966,  sales  in- 
creased by  132%  to  $116  million  while 
earnings  per  share  leaped  356%  to 
$3.33.  But  the  company  has  been  at 


a  standstill  since.  Despite  price  in- 
creases, sales  last  year  were  only  $124 
million,  earnings  just  $3.27.  For  1970 
Jorgensen  and  his  44-year-old  son, 
John,  who  is  the  company's  president, 
don't  expect  that  sales  will  increase 
much,  although  they  are  hopeful  that 
earnings  will  grow. 

Granted,  competition  is  fierce,  both 
from  independent  service  centers  and 
from  steel  companies  who  have  ven- 
tured into  distributing  on  their  own  to 
pick  up  the  middleman  profit.  Price 
cutting,  and  the  resulting  margin  ero- 
.sion— is  common.  Foreign  steel,  main- 
ly Japanese,  is  selling  at  10%  or  more 
below  the  prevailing  U.S.  prices.  And 
the  distribution  of  aluminum— which 
is  sold  mostly  on  consignment— has  be- 
come nearly  profitless  witli  the  increas- 
ing number  of  distributors. 

Acquiring  Troubles 

All  this  hurts,  of  course,  but  the 
real  problem  lies  within  the  company. 
Though  jorgensen  has  worked  hard 
to  make  his  company  more  than  just 
a  warehousing  operation  (today  it 
does  preproduction  processing  to  some 


80%  of  the  merchandise  it  handles), 
he  has  stumbled  badly  in  diversifying 
through  acquisition.  In  fact,  his  record 
in  making  acquisitions  rather  strong- 
ly suggests  that  Jorgensen  is  simply 
out  of  touch  with  modern  manage- 
ment techniques. 

In  1963  Jorgensen  bought  a  Chi- 
cago metals  distributor  (formerly  Rob- 
inson Bros.).  In  1965  it  picked  up  the 
Seattle  forging  and  steelmaking  opera- 
tions of  Isaacson  Ironworks;  and  in 
1966  it  acquired  a  Philadelphia  firm 
(then  named  Hill-Chase  &  Co.).  The 
Seattle  di\ision  made  money  for  two 
\ears.  Howe\er,  the  Chicago  and 
Philadelphia  operations  have  never 
shown  a  profit,  and  by  1969  all  three 
were  in  the  red. 

\\'hy?  To  begin  with,  the  selection 
system  isn't  working  right.  "We  will 
acquire  anything  that  looks  good." 
jorgensen  sa\s,  "but  now  it's  got  to 
look  awfully  good."  Isaacson,  as  Jor- 
gensen admits,  did  look  good.  "But 
e\ery  time  we  get  outside  our  own 
business,"  he  confesses,  "wc  burn  our 
fingers.  Someone  else's  business  al- 
ways has  a  way  of  slipping  backwards 
before  you  can  pick  it  up  and  push  it" 
ahead.  Nhiybe  the  people  want  to  sell 
it  because  they  know  it's  going  down- 
hill." Maybe. 

One  big  and  costly  problem  in  Se- 
attle is  replacing  obsolete  equipment. 
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Joiners)  that  allows  Stirling  to  mass- 
produce  its  modules  without  work 
stoppages.  Stairs,  heating  units,  win- 
dow trim,  plumbing,  even  light  bulbs 
are  all  inserted  on  a  13-step  assembly 
line  that  can  produce  16  modules  in 
an  eight-hour  shift.  Three  modules 
form  a  two-story  two-bedroom  unit 
which,  with  land  plus  erection  costs, 
sells  for  $20,000.  The  modules  are 
built  to  meet  the  toughest  city  build- 
ing codes. 

And  there  is  a  market  that  should 
grow.  The  U.S.  Department  of  Hous- 
ing and  Urban  De%elopment  predicts 
that  in  1975  there  will  be  a  need  for 
3.1  million  housing  starts.  The  pres- 
ent level  is  1.4  million. 

But  is  this  worth  250  times  earn- 
ings? After  all,  the  technology  itself 
is  not  especially  advanced;  others  can 
do  as  well.  Even  assuming  Stirling 
doubles  its  sales  and  earnings  each 
year,  it  will  take  until  1974  to  reach 
sales  of  S400  million  and  earnings  of 
$40  million— and  thus  justify  the  cur- 
rent price. 

What  are  the  company's  chances  of 
doubling  each  year?  First,  transporta- 
tion costs  are  so  steep  that  Stirling  will 
have  to  find  a  number  of  new  plant 
locations  around  the  country.  Second, 
Stirling  will  have  to  meet  price  com- 


petition. At  $20,000  per  dwelling,  its 
low-rise  houses  are  not  cheap.  And 
its  high-rise  version  (which  was  a  win- 
ner in  HUD  Secretary  George  Rom- 
ney's  pet  project  "Operation  Break- 
through") is  also  relatively  expensive: 
Of  26  proposals  submitted  last  April 
to  the  Cincinnati  Metropolitan  Hous- 
ing Authority,  Stirling's  has  the  high- 
est price  tag.  Finally,  most  of  StirUng's 
current  sales  are  to  public  housing 
authorities  where  politics  and  emotion 
play  a  critical  role. 

Helping  Hand 

At  any  rate,  Pressprich,  a  medium- 
sized  Wall  Street  brokerage  house 
with  mainly  institutional  clients,  has 
done  quite  a  job  with  Stirling  Ho- 
me.x.  Famous  for  its  1968  manage- 
ment of  the  underwriting  of  Electron- 
ic Data  Systems  (which  eventually 
made  Texan  H.  Ross  Perot  a  billion- 
aire on  paper),  Pressprich  was 
picked  as  managing  underwriter  by 
the  Stirling  brothers.  At  one  point,  a 
price  of  13  (100  times  earnings)  was 
considered.  But  Pressprich  brought  it 
out  on  Feb.  19  at  16/2.  Within  four 
weeks  it  was  up  to  50,  with  Press- 
prich making  a  market. 

Pressprich  has  made  out  nicely.  In 
addition  to  its  $1.4-million  underwrit- 


ing fee,  last  year  it  bought  68,400 
shares  at  $1  each.  It  got  25,000  shares 
of  the  new  issue  at  $16.50.  Thus,  on 
an  investment  of  only  $480,900,  Press- 
prich now  owns  Stirling  stock  worth 
$4.6  million. 

What  has  kept  it  at  50?  No  doubt 
Stirling's  selection  on  Feb.  26,  a 
week  after  the  underwriting,  as  one 
of  the  winning  companies  in  Opera- 
tion Breakthrough  helped.  Probably 
so  did  Pressprich's  trips  to  Rochester 
for  security  analysts. 

Also  helping  keep  the  price  up 
were  the  logistics  of  the  under- 
writing. Stirling  Homex  has  some  9 
million  .shares.  But  only  1.2  million  of 
them  are  in  public  hands— and  most 
of  these  are  snugly  tucked  into  insti- 
tutional portfolios.  Thus  the  $435  mil- 
lion in  theoretical  market  value  is  sup- 
ported by  actual  trading  in  only  a 
few  million  dollars  worth  of  stock  and 
by  a  public  offering  which  brought 
only  about  $6.5  million  into  the  cor- 
porate coflers. 

Let  Stirling  Homex  stumble,  let  its 
earnings  drag,  let  the  institutions  be- 
come even  momentarily  disillusioned, 
and  hundreds  of  millions  of  dollars  in 
theoretical  market  value  could  fade 
like  a  pleasant  dream  interrupted 
by  the  morning  alarm  clock.  ■ 


A  huge  integrated  forge  press  system 
—the  world's  largest— was  added,  but 
many  expensive  "first-time  "  difficulties 
cropped  up.  Says  John  Jorgensen: 
"We  improved  the  state  of  the  art, 
but  that's  not  what  we're  in  business 
for."  Indeed  not.  In  1968  the  Seattle 
operation  cost  Jorgensen  roughly  25 
cents  a  share.  In  1968  it  also  lost  36 
cents  a  share  becau,se  of  a  city-wide, 
fo"ur-month  machinists'  strike.  This  di- 
vision, which  in  theory  should  be- 
come r|uite  profitable,  is  just  now 
edging  back  into  the  black. 

In  Chicago  and  Philadelphia,  Jor- 
gensen thinks  the  problem  was  peo- 
ple. Both  operations  ran  heavy  losses 
last  year,  and  Jorgensen  reshuffled 
management  extensively.  Today,  Chi- 
cago is  showing  a  modest  profit, 
though  Philadelphia  is  not. 

Surprisingly,  the  Philadelphia  situa- 
tion doesn't  bother  Jorgensen  much. 
"We've  really  made  a  lot  of  money 
there,"  he  explains.  "We  sold  our  old 
plant  for  a  handsome  profit,  and  we 
can  stay  in  it  until  our  new  one  is 
ready.   It's  a  very  good  deal  for  us; 


For  The  Small  Buyer,  the  advanfage 
of  buying  from  a  steel  service  center 
like  Jorgensen  is  fhat  the  material 
is  processed  in  the  most  useful  form. 
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we  made  money— more  money  on  it 
than  we've  ever  lost  there."  Good 
deal  or  no,  modern  management  the- 
ories .say  that  capital  gains  don't  make 
up  for  operating  losses. 

A  Last-Quarter  "Bonus" 

Jorgensen's  financial  position  is 
strong,  but  his  accounting  practices 
are  conservative,  and  this  can  be  ex- 
pensive. Much  financing  is  done  from 
retained  earnings.  Inventory  loss  pro- 
visions are  so  over-accrued  during  the 
year  that  when  they  are  adjusted 
downward  at  the  year's  end,  fourth- 
quarter  earnings  are  boosted  by  about 
75%.  This  might  qualify  as  a  good 
safety  factor,  but  it  is  not  a  very  ef- 
ficient use  of  funds. 

But  things  aren't  all  dark  for  Jor- 
gensen. The  company  is  basically 
strong  and  highly  regarded.  Jorgensen 
plans  continued  expansion— from  with- 
in for  the  time  being— at  about  $4 
million  a  year.  With  costs  coming  un- 
der control  in  Seattle,  Chicago  and 
Philadelphia,  earnings  should  look 
better  in  1970  despite  a  lag  in  vol- 
ume. But  expansion  by  trial  and  er- 
ror has  been  costly  for  Jorgensen  and 
has  painfully  pointed  up  the  need  for 
better  management  in  the  parent  com- 
pany. Can  son  John  supply  it?  Maybe. 
But  if  not,  Earle  had  better  find  some- 
one else  who  can.  ■ 
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MORE  STEEL  FOR  GROWING  MARKETS 


The  first  steel  has  been  tapped  from  new 
electric  furnaces  at  our  Keystone  Steel 
&  Wire  Division.  Fully  equipped  with  pol- 
lution-prevention equipment,  this  melt- 
ing facility  will  supply  steel  for  diverse 
and  growing  markets.  Keystone  Consoli- 
dated also  makes  hardware,  fasteners, 
fencing,  wire  rope  and  plastic  products. 


COMMON  STOCK 
DIVIDEND  NO.  199 

Declared  by  the  Board  of 
Directorson  April  21,  1970 

Amount:  SOC 
Record  Date:  May  1,  1970 
Payable:  June  1,  1970 
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COnSOLIDATED  IRDUSTRIES 

PEORIA.  ILLINOIS -61607 


inc. 


A  new  symbol  on  the 
American  Stock  Exchange 


Representing  the  common  stock  of 


-shear 


c  o  n  r*  o  ft  A  T  I  o  N 


loiuiiiedinl;''  -         liesigijs  and  manufactures 

proprietan- iiL        .,:h  lastening  systems  and 

hardware  for  the  aerospace,  marine  and  other  indus- 
trift^  in  the  V  ,  and  the  free  world.  Yearly 

salfci  volume  .  ,  $27  millions. 

Annual  report  on  request 


2600  SKYPARK  DRIVE 
TORRANCE.  CALIFORNIA 
90509  U.  S.  A. 


Multimillion-Dollar 
Floodgate 

Congress  is  considering 
opening  the  doors  of  the 
federal  courts  wide  to 
consumer  complaints. 

BcsixESSMEX  alread\'  are  taking  a 
beafing  from  the  consumer  movement, 
but  there  may  be  worse  to  come.  A 
bill  is  now  before  Congress  that 
would  make  them  wide  open  to  class 
suits  by  consumers  in  federal  courts. 
An\one,  from  a  man  who  bought  a 
faulty  lawnmower  to  a  man  who  be- 
lieved that  his  insurance  company 
had  defrauded  him,  could  bring  ac- 
tion in  a  federal  court  in  the  name  of 
everxone  who  believed  that  he  had  a 
similar  complaint. 

A  successful  action  for  a  couple 
of  hundred  dollars  could,  therefore, 
cost  a  company  tens  of  millions. 

The  Most  Votes 

The  bill  was  introduced  by  two 
liberal  Democrats.  Representative 
Robert  Eckhardt  of  Te.xas  and  Senator 
Joseph  D.  Tydings  of  Maryland,  but 
it  has  substantial  Republican  support, 
for  the  Republicans  also  realize  there 
are  more  consumers  than  business- 
men. What  is  more,  the  Xixon  Ad- 
ministration, which  once  vociferousK 
opposed  the  measure,  is  now  soft- 
pedaling  its  opposition.  One  reason: 
Although  the  Commerce  Department 
is  dead  set  against  the  bill.  Mr.  Nix- 
on's Special  Commission  on  Consumer 
Affairs,     headed     by     Mrs.     \'irginia 
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Hefner  of  Playboy 
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Knaiier,  isn't  vigorously  opposed  to  it. 

There  are  a  few  states  that  already 
permit  class  suits  by  consumers,  Cal- 
ifornia for  example,  but  the  Federal 
Government  does  not.  Almost  the  on- 
ly class  actions  that  can  now  be  filed 
in  a  federal  court  for  sums  less  than 
810,000  are  those  charging  violation 
of  the  antitrust  and  security  laws. 
The  Eckhardt-Tydings  bill  would  per- 
mit anyone  with  a  grievance  against 
a  businessman  to  file  a  class  suit  with 
a  claim  as  small  as  a  penny. 

What  this  can  mean  to  a  business- 
man was  illustrated  by  a  suit  that 
several  young  lawyers  brought  against 
the  Playboy  Clubs  in  1966  under  Cal- 
ifornia's laws.  The  lawyers  learned 
that  Playboy  was  assessing  keyhold- 
ers  a  fee  of  $6  a  year  for  "mainte- 
nance." Since  the  keys  had  been  sold 
as  lifetime  memberships  in  the  club, 
they  brought  suit  in  the  name  of  all 
Playboy's  460,000  members.  Playboy 
settled  by  agreeing  to  give  each  mem- 
ber S8  worth  of  chits  (called  "Bunny 
Money").  That  alone  could  cost  the 
company  $3.7  million,  if  everybody 
collected.  In  addition.  Playboy  had  to 
pay  the  lawyers  $275,000  for  legal 
fees.  Total  possible  cost  to  Playboy 
Clubs:  nearly  $4  million. 

The  Pro  and  Con 

The  antitrust  division  of  the  Amer- 
ican Bar  Association  believes  that  pas- 
sage of  the  Eckhardt-Tydings  bill 
would  inspire  hungry  lawyers  to  bring 
a  flock  of  similar  suits  and  clog  the 
federal  courts.  The  argument  does  not 
impress  Representative  Eckhardt. 
"You  have  to  create  an  incentive  for 
people  with  expertise,"  he  says.  "Are 
you  going  to  keep  the  courts  fairly 
unclogged  or  open  the  door  to  people 
with  real  grievances?" 

Eckhardt  claims  the  Federal  Trade 
Commission  has  been  slovenly  in  pro- 
tecting consumers  against  fraud.  He 
cites  the  Holland  Furnace  case,  which 
took  the  FTC  13  years  to  prosecute. 
The  case  finally  resulted  in  a 
$100,000  contempt  of  court  fine 
Against  the  company,  which  disregard- 
ed the  consent  decree  it  signed  with 
the  FTC  for  seven  years  until  the 
court  blew  the  whistle  on  it  in  1965. 
All  that  time,  Holland  Furnace  contin- 
ued to  send  out  "inspectors"  who  on 
occasion  took  customers'  furnaces 
apart,  declared  them  unfit,  and  then 
sold  the  householders  new  units  be- 
fore putting  the  old  ones  back. 

Eckhardt  believes  the  Federal 
Trade  Commission  needs  the  spur  of 
private  actions.  "Regulatory  agencies 
don't  work,"  he  explains,  "unless  you 
have  some  machinery  to  revitalize 
them.  The  Federal  Trade  Commission, 
as  it  now  stands,  is  the  principal  ex- 
ample of  a  moribund  agency."  ■ 


TRY  SOMETHING  BETTER. 


There  is  only  one  J&B  Rare 
Scotch.  And  only  one  reason  for 
drinking  it.  The  delightful  rare 
taste  you  pour  every  time  from 
every  bottle.  Isn't  something  like 
that  worth  a  few  cents  more? 


J'B 


Rare  Scotch 

From  the  house  of 
Justerini  &  Brooks,  founded  1749. 


86  Proof  Blended  Scotch  Whisky.  The  Paddington  Corp.,  N.Y.10020 
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Winners  and  Losers 

Iowa  Beef  Processors  took  a  bitter  strike  to  protect  its  pay  scales.  But  the  cost  didn't  stop  there. 


One  strike  and  you  may  be  out— if 
your  strike  lasts  seven  months,  that  is, 
and  ruins  two  years  of  earnings  while 
a  flock  of  \oung,  aggressive  competi- 
tors are  breathing  down  \our  neck. 
Actually,  the  seven-month  strike  set- 
tled this  month  between  Iowa  Beef 
Processors  and  the  Amalgamated 
Meat  Cutters  and  Butcher  Workmen 
of  North  America  was  not  the  com- 
pany's first,  but  it  was  certainK-  the 
most  violent.  And,  had  it  not  been  set- 
tled the  way  it  eventually  was,  it 
might  have  been  the  company's  last. 
As  one  IBP  executive  explained  dur- 
ing the  course  of  the  strike:  "This  is  an 
all-out  struggle  between  the  union  and 
the  companv.  One  of  us  has  got  to  go." 
On  Aug.  24,  1969,  about  1,200 
union  members  walked  out  of  four  of 
IBP's  eight  plants.  Three  of  the  plants 
had  to  be  shut  down  completely,  and 
the  main  one  at  Dakota  City,  Neb.  was 
severely  crippled.  The  workers  were 
asked  by  the  company  to  return  to 


■•T»,     -I. 


work,   then  fired  when  they  refused. 

There  followed  one  of  the  bloodiest 
labor  disputes  since  the  bitter  mara- 
thon waged  between  the  United  Auto 
Workers  and  Kohler  Co.  of  Wisconsin 
from  19.54  to  1960.  There  were  .56 
bombings,  over  200  tire  slashings,  ex- 
tensive property  damage  (including 
the  burning  of  an  IBP  vice  president's 
home  and  the  topphng  of  the  compa- 
ny's radio  towers)  and  more  than  20 
shootings.  On  Oct.  21,  one  of  these 
shootings  ended  in  the  wounding  of  a 
19-year-old  secretary  who  had  stuck 
by  the  company  and  the  death  of  her 
16-year-old  sister.  An  IBP  striker  has 
been  charged  with  the  murder. 

"You  can  only  draw  one  conclu- 
sion," said  IBP  President  Ro\  Lee  Jr. 
of  the  strike's  violence,  "We  were  not 
dealing  with  a  rational  group  of  peo- 
ple." But  is  it  any  more  rational  for  a 
company  to  risk  its  market  position 
over  a  labor  dispute? 

All  Ouf 

Currier  J.  Holman  and  Andrew  D. 
Anderson  founded  Iowa  Beef  in  1960 
with  little  more  than  a  dream  and  pure 
bulldog  perseverance.  They  sold  stock 
to  their  friends,  peddled  it  to  farmers, 
"mortgaged  our  wives  and  our  kids 
and  our  cars"  before  they  found  a 
bank  (New  York's  Chemical  Bank) 
willing  to  take  a  chance  on  them.  But 
Holman    and    Anderson    had    finally 


iowa  Beef  Processors,  the  newcomer  fhat 
las  revolutionized  the  entire  meatpack- 
ng  industry,  grew  out  of  a  combined 
total  of  40  years  spent  in  the  business 
by  founders  Currier  J.  Holman  Heft)  and 
Andrew  D.  Anderson.  Holman  was  an 
independent  cattle-buyer  who  also  worked 
for  several  years  for  Armour.  Anderson 
headed  his  own  meatpacking  company 
in  the  Middle  West  before  the  two 
joined    forces    to    set    up    IBP    in     1960. 


found  a  way  to  make  money  in  one 
of  the  U.S.'s  most  profit-poor  indus- 
tries. Since  IBP  went  public  in  1962, 
earnings  rose  over  1,100%  (to  $5.5 
million)  in  its  last  strike-free  year  on 
an  eightfold  increase  in  sales  (to  S625 
million).  In  an  industry  where  return 
on  equity  averages  7%,  IBP  earned 
232.  With  such  a  record,  IBP  com- 
mon soared  from  S4  in  1962  to  over 
S75  before  the  strike  began  last  year. 

This  year,  IBP's  creators  moved 
over  to  make  room  at  the  top  for  H. 
Robert  Kemp  as  co-chairman  and  Roy 
Lee  Jr.  (a  marketing  man)  as  presi- 
dent. "But  the  company  is  still  their 
baby,"  said  another  IBP  ofiBcial.  "Ev- 
eryone here  works  for  them." 

'Their  baby"  is  an  efficient,  high- 
volume,  automated  slaughtering  and 
breaking  operation  with  a  total  kill 
capacity  of  55,000  to  60,000  head  of 
cattle  per  week.  A  steer  is  stimned  by 
a  tap  on  the  head  with  an  electric 
hammer,  strung  up  by  a  hind  leg  to 
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$1,569,327,000 


American  Telephone  and  Telegraph  Company 

Thirty  Year  8^A%  Debentures,  due  May  15,  2000  with  Warrants 
Expiring  May  15,  1975  to  Purchase  31,386,540  Common  Shares  at  $52  a  Share 


A.T.&T.  shareholders  of  record  April  10, 1970  are  being  issued  Rights  (one  for  each  Share  held) 
to  subscribe  at  a  price  of  $100  for  $100  principal  amount  of  Debentures  (together  with  Warrants 
to  purchase  two  Common  Shares  of  the  Company)  for  each  35  Shares  held.  The  Rights  are  evi- 
denced by  transferable  Rights  Certificates  and  will  expire  on  May  18, 1970. 


From  time  to  time  during  and  after  the  subscription  period,  Debentures  with  Warrants 
may  be  offered  to  investors  by  members  of  the  Dealer  Group  at  prices,  determined  as  set  forth 
in  the  Prospectus,  related  to  the  market  prices  of  the  Debentures  with  Warrants  on  the  New 
York  Stock  Exchange. 


The  undersigned  in  acting  as  Dealer  Manager  of  this  offering. 


MORGAN  STANLEY  &  CO, 

140  Broadway 
New  York,  N.  Y.  10005 

Special  Telephone:  212-349-6530 
Special  TWX:  710-581-4100 


Cofties  III  the  Pros/jcrtiin  Jiiau  hf  obtained  in  an;/  State  on  Itf/'rorn  aecit ritiea  dealem  ir/io  nia-f/  les'alli/ 
offer  tlie.se  Debentures  uitli    Warranto  in   compliance  with    the  securities  lairs  of  such  State. 
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IBP  "wants  fo  run  every 
ofher  beef  packer  out  of 
business/'  said  the  union's 
midwest  director,  David  Hart, 
"and  tliey  want  a  dollar  an 
hour  advantage  to  do  it  with." 


an  overhead  conveyer  system  where 
his  neck  is  slashed,  his  hide  removed 
and  his  carcass  sawed  in  two  within 
minutes. 

The  process  of  breaking  the  meat 
(cutting  the  carcass  into  major  sec- 
tions) has  been  simphfied  to  a  pro- 
duction-line operation  that  would  ri- 
val an  auto-assembly  plant.  Each 
worker  is  trained  to  make  one  cut  in 
the  carcass  as  it  moves  past  him,  until 
that  same  steer  ends  up  VA  hours 
later  in  14  vacuum-sealed  plastic  bags 
inside  seven  pasteboard  boxes  on 
IBP's  loading  ramp  or  in  its  compu- 
terized storage  bank.  The  vacuum 
packing  reduces  the  extreme  perish- 
ability of  the  carcass  (the  way  beef 
was  formerly  shipped)  and  promotes 
tenderizing  for  about  a  month.  The 
elimination  of  bone  and  fat  saves 
about  $7  per  head  in  shipping  costs 
and,  through  by-product  control, 
even  adds  to  profits. 

From  here  the  company  hopes  to 
go  into  portion-cutting  and  the  mar- 
keting of  Iowa  Beef  as  an  identifiable 
product.  "We're  trying  to  move  beef 
out  of  the  commodity  bracket," 
said  Vice  President-Treasurer  Howard 
Weiner.  "As  a  commodity,  we  have 
no  control  of  the  price  of  the  product 
and  no  control  of  the  cost.  Packers 
and  feeders  don't  traditionally  make 
profits  in  the  same  year.  What  we're 
trying  to  do  is  stabilize  the  system  so 
that  we  can  pass  price  fluctuations  on 
to  the  consumer." 

Slowdown 

Hut  tlie  strike  has  olniously  slowed 
the  company's  timetable.  While  sales 
appeared  unaffected  by  the  strike, 
earnings  fell  from  1968's  $2.55  a 
.share  to  .$1.53  in  19(i9,  which  is  below 
the  earnings  figure  for  1964.  Slanght- 
ering  lor  (he  first  (jnarter  oi  fiscal 
1970  is  down   13.6*,  and  strike  costs 


don't  stop  there.  There  are  lawyers' 
fees  for,  among  others,  a  $10-million 
damage  suit  the  company  has  filed 
against  the  union  as  well  as  salaries  for 
armed  guards  who  patrolled  the  plant. 

But  more  than  slowing  IBP's  tim- 
ing, an  unfavorable  settlement  of  the 
strike  might  have  wiped  out  a  large 
part  of  the  savings  the  company  has 
achieved  by  automating  the  meat- 
packing process.  The  union  stuck  by 
its  guns  for  seven  long  months  be- 
cause IBP  now  has  become  enough  of 
a  major  packer  to  set  wage  trends  for 
the  industry. 

Treasurer  Weiner  says  that  the  un- 
ion is  upset  because  Iowa  Beef's  auto- 
mation is  a  threat  to  the  butchers 
who  comprise  about  half  of  its  mem- 
bership. Amalgamated's  Vice  President 
and  Midwest  Regional  Director  David 
Hart  says  no:  "We  know  we  can't  fight 
automation;  it's  just  a  matter  of  time 
before  all  the  packers  are  automated. 
They're  all  doing  it  already." 

So  what  did  Iowa  Beef  get  in  ex- 
change for  the  seven  months  it  in- 
vested in  the  strike?  The  Dakota  City 
plant  settlement  does  represent  a  loss 
for  the  union,  in  that  the  final  wage 
figure  is  only  20  cents  more  per  hour 
than  the  company  originally  ofl^ered. 
The  new  three-year  contract  sets  the 
base  pay  this  year  at  $3.31  in  .slaught- 
ering and  $2.70  in  breaking,  with 
15-cent-an-hour  increases  the  second 
and  third  years.  This  is  considerably 
lower  than  the  "master  rate  of  pay" 
(the  base  paid  by  the  major  meat- 
packers  such  as  Armour,  Swift  and 
Wilson),  arrived  at  last  month  by 
Amalgamated  and  Swift  of  $4.02  to 
$5.22,  plus  25-cent-an-hour  increases 
for  the  second  and  third  years. 

The  strike,  in  short,  seems  to  have 
been  a  worthwhile  long-tenn  invest- 
ment for  the  company,  though  only 
time  will  tell  for  sure.  Iowa  Beef  owes 
much  of  its  rapid  growth  to  its  un- 
swerving pursuit  of  volume.  Every- 
one in  the  company,  from  executives 
to  plant  workers,  puts  in  a  six-day 
week.  "The  key  to  financial  success, 
as  IBP  views  it,  is  the  production  of 
beef  slaughter  on  a  volume  basis," 
says  Weiner.  "This  requires  a  six-day 
week.  Overtime,  at  a  time-and-a-half 
rate,  is  unaffordable  at  the  so-called 
master  rate  of  pay."  If  IBP  had  paid 
the  master  rate  of  pay  in  1968  and 
worked  the  same  hours,  income  would 
have  been  reduced  by  some  $1.3  mil- 
lion, to  $4.2  million,  and  profitability 
would  have  dropped  20%.  However, 
return  on  equity  would  still  have  been 
around  18%,  which  certainly  com- 
pares favorabU'  with  that  shown  over 
most  of  the  rest  of  the  industrv  (Swift 
had  5.1*?,  and  Rath  Packing  l.i^?). 

The  company  would  obviously  like 
to  oust   the   union   completely— or   at 


least  establish  its  name  brand  before 
it  gets  saddled  with  high  labor  costs. 
"We  don't  feel  that  a  man  needs  a 
union  to  be  treated  fairly  here,"  says 
Lee,  "but  we  have  no  intention  of 
making  Iowa  Beef  a  martyr.  We  con- 
sider this  an  economic  equation,  and 
we'll  continue  to  take  that  approach." 

^     The  /mifafors 

Missing  from  that  equation,  how- 
ever,- are  the  imitators  that  have 
sprouted  in  the  wake  of  IBP's  suc- 
cess, often  started  by  former  IBP  ex- 
ecutives. Spencer  Foods,  Missouri 
Beef  Packers,  Needham  Packing, 
American  Beef  Packers  are  but  a  few 
of  the  more  established  of  the  new- 
comers—all highly  automated,  all  very 
competitive  and  seemingly  more  able 
to  handle  their  labor  problems.  Mis- 
souri Beef,  which  had  sales  of  $222 
million  last  year,  was  struck  in  Janu- 
ary, but  settled  the  strike  in  six  weeks 
for  approximately  the  same  rate  of 
pay  that  Iowa  Beef  will  be  paying. 
"It  is  generally  recognized  by  the  in- 
dustry and  the  unions  that  a  big 
change  is  taking  place,"  said  the  chief 
executive  of  one  of  the  new  beef 
packers.  "The  big  packers  are  phas- 
ing out  their  beef  operations.  They 
simply  can't  compete.  It  will  bring 
about  a  change  in  the  union." 

Spencer  Foods,  another  beef  pack- 
er that  has  bloomed  in  the  past  two 
years  from  sales  of  $145  milHon  in 
1968  to  $261  million  in  1969,  expects 
sales  approaching  $350  million  this 
year.  "There's  no  room  for  manage- 
ment mistakes  in  this  business,"  said 
Spencer  President  G.L.  Pearson,  who 
plans  to  be  slaughtering  40,000  head 
of  cattle  a  week  by  1972.  "There's 
going  to  be  a  lot  of  separating  of  men 
from  boys  in  the  next  couple  of  years." 

Spencer,  like  all  the  other  beef 
packers,  wants  an  identifiable  brand 
product,  and  it  looks  as  though  it  will 
beat  IBP  to  market  with  one.  "We're 
budgeted  out  to  the  penny,"  said 
Pearson,  "with  an  ad  campaign,  a 
marketing  director  and  a  program 
that  is  all  set  to  begin  this  summer 
in  five  markets." 

Iowa  Beef  claims  not  to  be  worried 
about  competition:  "The  system  at 
IBP  is  not  just  a  mechanical  system; 
it's  a  total  business  system,"  said  Roy 
Lee.  "The  big  packers  have  been  cut- 
ting up  meat  for  years,  and  for  ten 
years  they've  had  Iowa  Beef  before 
them  as  an  example;  but  we're  just 
capable  of  doing  things  better." 

With  a  favorable  strike  settlement 
under  its  belt,  Iowa  Beef  should  be 
able  to  continue  to  take  the  measure 
of  the  large,  traditional  packers.  But 
whether  it  can  keep  ahead  of  the  host 
of  imitators  that  it  has  spawned  is  an 
open  question.  ■ 
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Balancing  Act 


Northrop  Corp.  isn't  spectacular,  just  steady. 
But  in  defense  and  aerospace,  that's  spectacular. 


In  an  industry  characterized  by  er- 
ratic performance  and,  lately,  huge 
losses,  Northrop  Corp.  stands  out.  Not 
only  does  the  Beverly  Hills  (Calif.) 
aerospace  firm  make  money,  it  does  so 
consistently.  Despite  falling  defense 
spending  and  rising  costs,  Northrop 
enjoyed  an  average  18^  compounded 
annual  earnings  increase  since  196-5. 
Though  several  other  major  defense 
firms  may  barely  break  even  this  year, 
N'orthrop's  49-year-old  President  and 
Chairman  Thomas  \ .  Jones  confident- 
ly looks  for  another  earnings  increase, 
though  perhaps  to  only  $4.10  a  share. 
Sales  will  also  be  up,  but  the  economic 
slowdown  will  hold  Northrop  to  a  rise 
of  only  about  10%  to  around  $615 
million  in  the  fiscal  year  that  will  end 
this  July  31.  Much  of  the  gain  will 
be  the  payoff  from  Jones'  plan  to 
balance  Northrop. 

In  1966  Jones  set  out  to  make  his 
commercial  business  as  great  as  his  tra- 
ditional military  business.  He  did  so 
by  agreeing  to  build  fuselage  sections 
for  Boeing's  747.  With  merely  a  letter 
of  intent  from  Boeing,  Jones  invested 
in  design,  tooling  and  other  prepro- 
duction  work.  By  mid-fiscal  1968 
'  Northrop  had  firm  orders  for  100  ship- 
sets,  but  its  debt-to-equity  ratio  had 
soared  to  almost  85%— mostly  because 
of  S97  million  in  747  costs.  But  the 
gamble  paid  off  in  January  1969  with 
an  order  for  201  shipsets,  worth  more 
than  $500  million  to  Northrop.  By 
correctly  anticipating  his  customer's 
needs,  Jones  got  an  inside  track  on  the 
contract. 

The  same  thing  happened  with  the 
F-5  Freedom  Fighter,  which  Northrop 
designed  and  built.  Nearly  ten  years 
before  going  into  production,  Nortfirop 
began  studying  the  needs  of  its  pro- 
spective F-5  customers— mostly  allied 
nations  that  wanted  a  relatively  cheap 
and    simple    supersonic    fighter.    The 


years  of  planning  were  well  worth  it; 
650  planes  have  been  delivered  so 
far,  about  $500  million  worth,  and  an 
advanced  version,  the  F-5-21,  is  expect- 
ed to  bring  in  even  more.  Meanwhile 
Northrop  is  in  a  discussion-and-design 
stage  lor  the  P-530,  a  ne.xt-genera- 
tion  fighter. 

Even  so,  Jones  has  reduced  North- 
rop's  aircraft  business  to  less  than  50% 
of  sales.  Fifteen  percent  now  comes 
from  large-system  communications 
work  (Page  Communications  Engi- 
neers and  Hallicrafters  Co.);  elec- 
tronics, including  navigation  systems 
for  Lockheed's  big  C-5A  transport,  ac- 
counts for  20%;  and  the  rest  comes 
from  weapons  and  space  work.  Jones 
isn't  through  diversifying.  "We  diver- 
sify for  market,  not  product  diversifi- 
cation," he  says.  "The  worst  thing  I 
can  think  of  is  selling  1,000  products 
to  onje  customer.  We'd  rather  sell  one 
product  to  1,000  customers  " 

Two-Way  Strength 

Jones  likes  being  both  a  subcon- 
tractor and  a  prime  contractor.  "Being 
one  makes  us  stronger  and  more  at- 
tractive for  being  the  other,"  he  says. 
"For  example,  being  a  prime  contrac- 
tor makes  us  more  attractive  to  Boeing 
because,  even  as  a  subcontractor  to 
them,  we  were  able  to  take  on  some 
of  the  management  risks  that  are  in- 
herent in  engineering,  tooling  and 
manufacturing." 

Jones,  who  was  a  Douglas  engineer 
during  World  War  11  and  a  member 
of  the  Rand  think-tank  later,  is  in  the 
enviable  position  where  he  can  pick 
and  choose.  "We  don't  have  to  bid 
just  to  keep  alive  as  some  companies 
do,"  he  says.  "If  one  of  those  compa- 
nies loses  a  major  contract,  it  may  be 
finished.  So  they  have  to  bid  on  any- 
thing, and  the  price  competition  gets 
pretty  rough." 


But  doesn't  Northrop  have  to  bid 
lowest  to  get  a  contract?  "Not  always," 
says  Jones.  "If  we  show  that  we  have 
some  special  competence  in  a  given 
area,  or  long  experience,  or  some  other 
offsetting  factor,  we  will  get  the  con- 
tract even  if  our  bid  is  higher.  And 
when  we  do  get  a  contract,"  he  em- 
phasizes, "we  meet  it."  Indeed,  North- 
rop has  a  reputation  of  cost  tindernins. 
One  reason  is  realistic  bidding.  An- 
other is  stiff  cost  control.  A  third  is 
low  turnover  among  employees;  with 
a  slow  but  steady  rise  in  sales,  North- 
rop doesn't  have  to  fire  or  rehire 
masses  of  people  every  few  years. 

Jones  also  tries  to  reduce  his  risk  by 
sharing  the  enormous  financing  costs 
with  his  customers.  As  part  of  the 
original  contract,  Boeing  pays  a  hefty 
chunk  of  any  747-related  interest 
costs.  For  fiscal  1970  Northrop  will 
incur  almost  $19  million  in  interest 
charges  but  will  show  a  net  figure  of 
only  about  $8  million.  The  $ll-million 
difference  is  picked  up  by  Boeing. 
Even  the  large  subcontract  for  the 
troubled  supersonic  transport  program 
(Forbes,  Apr.  15)  is  a  fairly  safe 
deal  for  Northrop.  "Unlike  the  747," 
explains  Jones,  "the  Government  pays 
90%  of  the  R&D  costs.  We  put  out 
only  10%,  and  reap  any  technological 
benefits  that  come  along." 

In  fact,  balance  has  worked  so  well 
for  Northrop  that  Jones  will  have  to 
hustle  to  match  his  past  record.  He  is 
confident  of  getting  the  P-530  busi- 
ness, and  a  747  follow-on  order— for 
at  least  50  shipsets— is  almost  certain. 
But  business  on  either  side  of  the  mili- 
tary-commercial scale  will  be  hard  to 
find  in  the  next  few  years.  Jones  is 
looking  for  a  15%  average  annual  earn- 
ings increase.  But  with  a  price/earn- 
ings multiple  of  only  seven,  he'll  have 
to  generate  most  of  that  gain  internal- 
ly—and that  vidll  be  a  hard  test.  ■ 
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A  Freeport  First? 

Thanks  to  an  adventurous  geologist,  Freeport  Sul- 
phur will  be  first  in  a  new  Indonesian  mining  play. 


I 


There  are  some  people— especially 
on  college  campuses— who  believe  that 
])ig  companies  are  dull,  sterile  places, 
populated  by  types  whose  idea  of  ad- 
venture is  to  whack  a  few  dollars  off 
the  cost  of  goods  sold.  Listen,  then,  to 
the  story  of  Forbes  Wilson,  who  works 
for  Freeport  Sulphur  Co.,  a  rich  and 
increasingly  diverse  New  York-based 
natural  resources  company. 

Ten  years  ago  Freeport  was  basical- 
ly a  one-product  company,  with  al- 
most all  of  its  $50-million-odd  sales 
coming  from  sulphur.  When  sulphur 


was  in  demand  and  prices  were  high, 
Freeport  did  well;  when  they  weren't, 
it  didn't.  In  short,  the  company  need- 
ed to  diversify.  How?  Freeport  mining 
geologist  Forbes  Wilson,  then  50,  had 
an  idea  and  the  company  bought  it, 
for  an  initial  price  of  $120,000. 

Freeport  gambled  that  much  on  an 
expedition  led  by  Wilson  into  the  last 
unexplored  country  in  the  world:  New 
Guinea.  The  goal:  copper  deposits. 
The  small  group  led  by  Wilson  hacked 
17  days  through  swamp  and  jungle- 
using  four-foot  tall  natives  as  bearers 
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COPPER  MOUNTAIN 

Ertsberg,  33  mtllion  tons  of 
copper  ore  overshadowing  the 
Freeport  Sulphur  base  camp 
(circled),  will  one  day  be  no 
more  than  a  huge  hole  in  the 
ground.  Behind  Ertsberg,  West 
Irian's  Carstensz  mountains 
tower  17,000  ft. 


—to  the  desolate  and  virtually  uri- 
known  Carstensz  Mountain  range  of 
West  Jrian,  as  the  western  part  of 
New  Guinea  is  now  named. 

There,  65  miles  from  the  coast,  at 
ah.  elevation  of  11,000  feet,  Wilson 
collected  samples  from  Ertsberg, 
which  is  Dutch  for  "ore  mountain." 
Ertsberg  proved  to  be  an  outcrop  of 
copper  worth  conservatively,  at  to- 
day's prices,  $1  billion. 

Finding  the  copper  proved  easier 
than  negotiating  a  contract  to  develop 
it.  Seven  years  were  to  pass  before  a 
contract  was  possible;  13  years  will 
have  gone  by— and  $120  million  in- 
vested—before the  first  copper  slurry 
makes  its  way  through  a  jungle  pipe- 
line in  1973  to  a  seaport  which  is  yet 
to  be  built. 

Chance,  intrigue,  international  poH- 
tics  and  competition  shroud  and  sur- 
round the  Ertsberg  story  like  the  ever- 
present  mists  shroud  the  Carstensz 
peaks  themselves. 

Ertsberg's  development,  plus  proj- 
ects in  Australia  and  Canada,  could 
see  Freeport  Sulphur  (1969  sales: 
$175  million;  sulphur's  share:  85%) 
move  into  base  metals  in  the  Seventies 
as  deeply  as  it  is  in  sulphur.  But  for 
the  present  the  story  is  in  Ertsberg. 

Discovered  and  named  in  1936  by 
Dutch  petroleum  geologist  J.J.  Dozy, 
Ertsberg's  worth  was  hinted  at  in  sam- 
ples that  Dozy  brought  back  to  Hol- 
land. His  report  was  due  to  be  released 
by  Leiden  University;  but  then  the 
Nazis  invaded  Holland,  and  its  distri- 
bution was  limited  to  a  few  library 
shelves.  For  two  decades,  until  Dozy 
gave  a  copy  to  Forbes  Wilson,  the  re- 
port went  unread  and  unnoticed. 

Wilson,  now  60,  is  a  bronzed,  sil- 
ver-haired, 6-foot-3,  Yale-educated 
geologist  (Class  of  '31)  son  of  a  Scots- 
born  golf  pro.  Wilson,  who  joined 
Freeport  in  1942,  has  searched  for 
metals  all  over  the  world.  He  first 
heard  of  Ertsberg  in  1959  from  an  old 
friend  with  Holland's  East  Borneo  Co. 
Immediately  he  wired  Freeport  execu- 
tives asking  for  permission  to  mount 
an  exploration,  which  permission  was 
given  to  him  soon  after  Wilson  arrived 
in  New  York. 

S/ow  Going 

"Dozy  [now  retired  from  Shell] 
gave  us  advice  on  how  to  get  in,  and 
get  out,"  Wilson  said.  The  Dutch  1936 
expedition  had  taken  57  days  with 
support  supplies  dropped  from  a  Si- 
korsky flying  boat.  "We  had  volunteer 
Dutch  marines  flying  over  beaconless 
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Meanwhile,  bock  of  the  of- 
fice, Forbes  Wilson  will  con- 
tinue to  spend  90%  of  his 
time  on  Ertsberg.  As  head  of 
Freeport  Mining  and  Freeport 
Indonesia,  he  is  responsi- 
ble for  bringing  the  mine 
info     production     by     1973. 


territories  dropping  our  supplies,"  said 
Wilson,  "but  it  still  took  17  days  in, 
and  17  days  back.  It  was  extremely 
rugged,  and  I  wouldn't  want  to  do  it 
again  the  same  way. "  Now  the  trip 
takes  50  minutes  by  helicopter  to  a 
crude  campsite  at  the  foot  of  Ertsberg. 

Negotiations  to  mine  initially  began 
with  the  Dutch,  who  then  controlled 
that  part  of  New  Guinea.  However, 
in  1962  the  United  Nations  was 
brought  in  to  decide  the  area's  fate. 
The  western  half  of  New  Guinea- 
new  West  Irian— went  to  Indonesia. 
The  remainder,  Papua-New  Guinea, 
is  Australian. 

Negotiations  slowed  markedly  be- 
cause playboy  President  Sukarno, 
more  interested  in  girls  than  in  eco- 
nomic development,  tried  to  drive  all 
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foreign  investment— except  perhaps 
Chinese— out  of  Indonesia. 

Sukarno  was  eased  out  during  1965 
following  a  military  coup,  and  General 
Suharto,  Indonesia's  current  president, 
emerged  as  the  new  leader.  Under  Su- 
harto, Indonesia  restated  its  interest  in 
encouraging  foreign  investment,  and 
Forbes  Wilson  was  invited  back  to 
Jakarta.  When  Indonesia's  Foreign  In- 
vestment Law  was  passed  in  January 
1967,  Freeport  Sulphur's  contract  was 
the  first  to  be  signed. 

Some  time  later,  President  Suharto 
told  Wilson:  "You've  had  the  courage 
to  come  back,  and  others  have  fol- 
lowed your  lead.  We  give  you  much 
credit  for  that." 

The  Wherewithal 

Being  first  had  other  advantages. 
Freeport  got  a  three-year  tax  holiday 
for  its  startup  period.  Freeport  Indo- 
nesia is  the  only  U.S. -registered  min- 
ing company  in  Indonesia.  Latecomers 
must  register  in  Jakarta,  forfeiting 
some  U.S.  tax  advantages. 

What  will  Indonesia  get  out  of 
Ertsberg?  Freeport  will  pay  either  5% 
of  gross,  or  35%  of  net  (whichever  is 
greater)  for  the  first  seven  taxpaying 
years;  then  41.75%  of  net.  Further, 
the  country  will  acquire  needed  for- 
eign exchange  and  will  have  a  totally 
undeveloped  area  opened  up. 

Freeport  has  been  able  to  garner 
some  excellent  financing  in  this  tight- 
money  era.  Already  $100  million  of 
the  $120  million  needed  is  on  the  ta- 
l)le.  Some  $58  million  of  this  has  been 
loaned  by  U.S.  insurance  companies 
and  banks,  which  are  guaranteed  by 
U.S.  government  agencies  against  loss 
due  to  war,  expropriation  or  curren- 
cy difficulties.  Most  of  the  remaining 
$42. million  now  in  hand  comes  from 
potential  West  German  and  Japanese 
customers  for  the  copper. 

Freeport  Sulphur  owns  87%  of  Free- 
port  Indonesia,  with  the  balance 
spread  among  some  smaller  compa- 
nies, mainly  Dutch  and  Indonesian. 
Forbes  asked  Wilson  bluntly  about 
such  worries  as  expropriation.  He  was 
imderstandably  guarded,  but  was  con- 
vinced that  the  Indonesians  were  "ex- 
tremely sincere"  in  their  negotiations, 
and  had  created  "an  excellent  climate" 
for  foreign  investment.  And  the  Free- 
port  geologist  is  no  stranger  to  expro- 
priations: He  was  involved  in  Free- 
port's  Moa  Bay  nickel  operation  in 
pre-Castro  Cuba. 

Freeport  has  one  additional  trump 
card:  its  timing.  By  going  into  opera- 
tion in  1973,  while  most  other  inves- 
tors are  still  drawing  up  development 
plans,  Freeport  can  be  producing 
while  others  are  still  looking.  Any  overt 
move  against  Freeport  would  drive 
those  potential  investors  away  again.  ■ 


Got  a  Cold? 
What  You  Need  Is .. . 

...  a  new  proprietary  product 

like  NyQuil. 

It  has  certainly  helped 

Richardson-Merrell  get  better. 

New  York-based  Richardson-Merrell 
Inc.  is  a  perfect  example  of  how  the 
drug  game  has  changed  of  late.  The 
Golden  Age  of  the  ethical  drug  pro- 
ducers came  in  the  two  decades  af- 
ter the  end  of  World  War  II,  when, 
cashing  in  on  a  backlog  of  basic  re- 
search accumulated  during  years  of 
depression  and  war,  the  drugmakers 
brought  out  an  unbelievable  sunburst 
of  new  products— antibiotics,  anti-in- 
flammatories,  mental-action  drugs  and 
a  dozen  others.  They  yielded  their 
makers  a  continuing  high  level  of  prof- 
itability unmatched  in  U.S.  industry. 

That  pleasant  prospect  began  to 
cloud  in  the  Sixties.  Not  only  did  new 
drugs  become  harder  to  find;  spurred 
by  patient  complaints,  the  Food  & 
Drug  Administration  first  applied  in- 
creasingly  tough   safety  standards   to 


all  drugs,  then  began  to  demand 
proof  of  effectiveness  as  well.  As  a  re- 
sult, not  only  did  making  ethical  drugs 
soon  become  a  different  and  ri.skier 
ballgame;  the  drugmakers  were  also 
soon  reminded  of  the  business  \irtues, 
at  least,  of  proprietary  drugs— that  is, 
those  promoted  direct  to  the  consumer. 
No  one  can  attest  to  these  changes 
more  sincerely  than  Richardson-Mer- 
rell. Early  in  the  Sixties  R-M  marketed 
an  anticholesterol  agent,  MER  29, 
and  clinically  tested  a  sedative,  tha- 
lidomide, that  eventually  showed  side 
effects  ranging  from  highly  unpleasant 
to  tragic.  They  were  also  at  least  high- 
ly unpleasant  to  the  company,  which 
has  already  paid  out  some  $19  million 
in  damages.  As  of  Aug.  15,  1968 
some    42    cases    were    still    pending, 
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Craftsmanship.  Its  what  makes 
a  good  Bourbon  a  great  Bourbon. 

Benchmark  is  made  by  men  who  still  believe 
in  things  like  taking  pride  in  a  day's  work. 
Getting  satisfaction  from  something 
well  done. 

This  kind  of  thinking  makes  a  Bourbon  cross 
the  line  from  good  to  great.  Cross  it  yourself. 
Tonight. 

Benchmark.  Seagram's  Premium  Bourbon. 
"Measure  your  Bourbon  against  it." 


K    I 


Seagrams  Benchmark  Kentucky  Straight  Bourbon  Whiikc,   86  Proof.  Joseph  E.  Seagram  &  Sons,  Louisville,  Ky. 


about  a  third  covered  1)\  insurance. 
R-M  President  H.  Robert  Mai- 
schalk  has  lived  with  the  problem 
long  enough  by  now  so  that  he  can 
speak  philosophically  about  it.  "It's 
something  that  could  happen  to  any 
drug  manufacturer,"  he  sa\s.  "All 
ethical  drugs  can  have  some  serious 
side  effects.  It's  a  matter  of  establish- 
ing the  cerrect  benefits-to-risk  ratio." 

Profits  from  Promotion 

BQt  Marschalk  is  also  much  quick- 
er these  days  to  emphasize  R-M's 
progress  in  its  traditional  field  of  pro- 
prietary drugs,  where  profits  grow 
from  skillfully  blending  a  modicum  of 
effectiveness  with  a  maximum  of  mar- 
keting. Proprietaries,  led  by  old  stand- 
by Vicks  VapoRub,  yielded  some  515? 
of  sales  in  the  fiscal  vear  ended  |une 
30,  1969  vs.  34%  for  ethicals. 

Marschalk's  pleasure  at  his  pro- 
prietary prospects  stems  not  from 
such  established  products  as  \'icks 
but  rather  from  newer  entries,  notably 
NyQuil,  the  company's  cold  medica- 
tion designed  for  nighttime  use.  Tli  > 
company's  last  fiscal  year  was  Ny- 
Quil's  first;  but  NyQuil  nonetheless 
just  about  broke  e\en,  contributing 
$10  million  to  sales.  This  \ear  Mar- 
schalk expects  it  to  make  a  little 
money— unusual  for  a  new  proprie- 
tary product  with  such  hea\\'  pri mo- 
tion and  advertising  costs. 

Proprietaries  and  other  consumer 
products  have  pla\ed  an  e\en  larger 
part  for  R-M  in  the  fast-growing 
overseas  market.  In  France,  for  ex- 
ample, R-M  is  in  the  toiletries  busi- 
ness, while  in  Mexico  it  is  the  largest 
manufacturer  of  powdered  chocolate 
milk.  This  broader  product  spread 
has  helped  the  ccmpan\  lift  its  oxer- 
seas  sales  to  38%  of  the  total. 

Marschalk  ascribes  this  success  w  ith 
the  consumer  not  so  much  to  the  bet- 
ter-mousetrap s\  ndrome,  in  which  the 
consumer  beats  a  path  to  the  maker's 
door,  as  to  R-M's  patience  in  search- 
ing for  the  right  promotional  gami)it. 
"The  first  year  we  tested  NyQuil,  it 
was  imsuccessful, "  he  says.  "Tlien  w<' 
found  out  we  weren't  using  the  right 
approach  to  tell  people  about  it.  If  we 
have  faith  in  a  product  and  the  con- 
sumer likes  it  when  he  uses  it,  we'll 
alwa\s  give  it  another  chance." 

R-M  has  done  so  shrewdly  enough 
to  lift  sales  16%  (to  $187  million)  and 
earnings  19%  (to  S17.4  million)  in  the 
six  months  through  last  Dec.  31.  Mar- 
schalk doubts  if  the  percentage  ga  n 
can  be  maintained  because  of  the 
sharply  lower  incidence  of  flu  last, 
winter.  But  the  loss  has  been  partly 
offset  by  raising  the  price  of  \'icks 
cough  drops  from  10  cents  to  15 
cents— with  both  unit  and  dollar  sales 
running  ahead  of  last  \ear.  ■ 
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Faces  Behind  the  Figures 


Klein  of  Nafional  General 


Paper  Is  Potent 

Eugene  Klein  made  it  all  look  so 
easy.  In  less  than  25  years  he  went 
from  selling  used  cars  to  controlling 
SI  billion  worth  of  assets.  He  par- 
layed used  cars  into  a  big  \'olvo 
distributorship,  and  by  1961  con- 
trolled National  General  Corp., 
which  ran  a  chain  of  movie  houses 
where  popc-orn  and  hot  dogs  sold 
like  crazy,  and  made  a  few  movies 
on  the  side.  Later  NG  bought  a 
savings  &  loan  association  and  a 
book  publisher  (Grosset  &  Dunlap). 
That  was  when  Klein  really 
caught  takeover  fever.  Aided  and 
encouraged  by  the  Wall  Street  bro- 
kerage house  of  Carter,  Berlind  & 
Weill,  he  went  after  Manhattan's 
old  and  tradition-encrusted  Great 
American  Holding  Corp.,  whose  as- 
sets were  in  insurance  companies. 
How  did  a  movie-house  company 
with  assets  of  $125  million  get  con- 
trol of  an  insurance  company  worth 
$626  million?  With  takeover  fever 
raging  unchecked,  there  was  noth- 
ing to  it.  National  General  got  con- 
trol of  Great  American  by  issuing 
$400  million  worth  of  National  Gen- 
eral stock,  convertible  debentures 
and  warrants.  It  was  not  cash,  of 
course,  but  most  GA  holders  seemed 


to  feel  it  was  better  than  the  paper 
they  already  held.  Klein  got  his 
prize  after  a  rough  fight  with  an- 
other takeover  tycoon.  New  York's 
Eli  Hlack  of  AMK. 

First  step:  Declaring  a  fat,  $170- 
million  dividend  from  Great  Ameri- 
can's surplus;  as  majority  stock- 
holder, National  General  got  almost 
$130  million  of  this.  Thus,  merely 
by*  issuing  securities,  Klein  ended 
up  rolling  in  cash,  plus  having 
ownership  control  of  a  rich  insur- 
ance company  whose  assets  still 
amounted  to  $487  million.  In  a  very 
short  time  National  General's  total 
assets  had  climbed  from  around 
$125  million  up  to  the  nearly  $1- 
billion  mark. 

In  return,  Klein  had  to  give  up 
only  a  relatively  minor  fraction  of 
the  equity.  True,  he  also  issued 
huge  amounts  of  convertible  deben- 
tures and  common  stock  warrants. 
But  these  pose  no  near-term  threat 
of  dilution,  since  the  exercise  prices 
are  out  of  sight  in  the  current 
market. 

Since  then.  Gene  Klein  has  had 
a  small  run  of  bad  luck.  With  the 
whole  stock  market  down,  Klein  has 
had  to  write  Great  American's  in- 
vestment assets  down  by  a  fat  $71 
million.  (Normally,  insurance  com- 


panies don't  have  to  do  this,  for  in- 
surance companies  usually  carry 
their  investments  at  original  cost, 
but  Klein  had  written  Great  Ameri- 
can's assets  up  to  market  value 
when  he  acquired  it.)  On  top  of 
this.  National  General  has  suffered 
a  huge  loss  on  its  $25-million  in- 
vestment in  Perfomiance  Systems, 
Inc.  ( fomierly  Minnie  Pearl  Chick- 
en systems),  a  purveyor  of  fried 
chicken  and  roast  beef. 

Naturally,  with  all  this,  Nation- 
al General's  stockholders  aren't  any 
too  happy  these  days.  Their  shares, 
which  sold  as  high  as  60  in  1968, 
went  for  around  17  last  month.  Nor 
are  Great  American's  ex-stockhold- 
ers especially  happy.  The  National 
General  paper  they  took  as  a  swap 
for  their  former  insurance  shares 
aren't  worth  anywhere  near  as 
much  as  they  were  at  the  time  of 
the  exchange. 

How  about  Gene  Klein?  Is  he 
chastened?  Why  should  he  be?  He 
still  has  his  $3-million  corporate  jet, 
the  $1.7-million  Beverly  Hills  man- 
sion he  bought  a  few  years  back 
and  his  second-hand  Rolls  Royce 
(Queen  Elizabeth  II  was  the  origi- 
nal owner),  a  salary  of  $200,000 
and  control  of  nearly  $1  billion  in 
corporate  assets.  ■ 
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Faces  Behind  the  Figures 


Beating  CHy  Hall 

The  Chicago  Tribune  reported  in 
its  March  news  columns  that  it  was 
donating  Chicago's  leading  high- 
brow FM  station,  WFMT,  to  the 
cit\'s  nonprofit  educational  TV  sys- 
tem. That  sounded  nice,  but  it 
wasn't  the  whole  story. 

The  fact  is  that  the  rich,  power- 
ful Tribune  Co.  (one  radio  and  one 
TV  outlet  in  both  Chicago  and  New 
York,  the  Chicago  Tribune,  Chi- 
cago Today  and  New  York's  Daihj 
News)  had  lost  a  battle  to  Robert 
W.  Bennett,  a  29-year-old  lawyer 
and  leader  of  a  group  of  liberals 
and  music  lovers. 

The  Bennett  group  feared  for  the 
future  of  WFMT  when  in  1968  the 
Tribune  won  temporary  authority  to 
run  the  station.  The  FM  station  has 
a  decidedly  liberal  tone;  the  papers 
and  stations  owned  by  the  Tribune 
Co.  are  ultraconservative.  The  battle 
seesawed  before  the  Federal  Com- 
munications Commission  until  Ben- 
nett, ex-aide  to  maverick  FCC  Com- 
missioner Nicholas  Johnson,  entered 
the  picture  last  year. 

"I  think  concentration  in  commu- 
nications is  a  serious  problem,"  says 
Bennett.  "I  wrote  a  brief  saying  the 
Tribune  Co.  dominated  the  adver- 
tising market  in  Chicago,  with  46^ 
of  total  1967  advertising  revenues. 
Here  was  the  largest  acquiring  an- 
other station,  even  though  small." 
The  FCC  granted  a  new  hearing. 

Bennett  then  urged  the  FCC  to 
take  away  the  Tribune  Co.'s  tem- 
porary operating  authority  because 
the  broadcasting  license  of  another 
Tribune  propert\ ,  New  York's 
\\'PIX-TV,  was  being  challenged  at 
another  FCC  hearing:  "You  can't 
give  them  \\'FMT  if  WPIX,  as 
charged,  is  being  run  poorly  and 
\ou  might  take  awa\-  that  license." 
The  FCC  didn't  buy  the  argument, 
but  Bennett  immediately  took  it  to 
the  U.S.  Court  of  Appeals. 

"Five  da\s  later,"  Bennett  says, 
"the  Tribune  announced  it  was  do- 
nating WFMT  to  charity."  The 
Tribune's  stated  reason  was  that  it 
feared  WFMT  might  go  off  the  air 
if  the  legal  battle  continued.  But 
the  real  reason  may  be  that  the 
company  began  to  fear  that  the 
WFMT  squabble  would  really  hurt 
its  chances  in  the  WPIX  hearing. 
Since  WPIX  is  far  bigger  than 
WFMT,   the  latter  was  sacrificed. 

It  may  be  just  as  well,  too,  for 
the   Tribune   to   start   clearing   its 


Lawyer  Bennett 


decks.  For  the  FCC  has  proposed 
that  present  multimedia  companies 
should  start  selling  off  businesses  so 
that  iti  fi\'e  \ears  each  would  own 
in  any  one  major  market  only  a  ra- 
dio operation  or  only  a  TV  station 
or  only  a  newspaper.  And  the  Trib- 
une Co.  currently  has  all  three  in 


both  Chicago  and  New  York  City. 
What  has  the  Tribune  Co.  lost  in 
the  WFMT  hassle?  That  will  de- 
pend. It  had  about  8500,000  in- 
vested in  WFMT.  But  if  its  dona- 
tion is  valued  for  ta.\  purposes  at 
the  requested  $1  million,  there  will 
be  no  actual  cash  loss.  ■ 
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Still  More  Uranium 

Why  is  Chainnan  Dean  A.  McGee 
trying  to  beef  up  Kerr-McGee's  ura- 
nium capacity  despite  a  glut  of 
the  stuff?  "It's  only  a  sliort-term 
oversupply,"  he  replies.  "The  AEC 
paid  us  S5.86  a  pound  last  year. 
But  we've  got  a  53-million-pound 
order  backlog  at  higher  commercial 
prices  [averaging  S7-$8]  to  take 
us  through  1974.  By  then  many 
nuclear  plants  will  be  coming  in." 
But  NIcGee  could  be  wrong 
about  the  market  in  the  mid-70s 
when  the  Atomic  Energy  Commis- 
sion starts  selling  its  huge  stock- 
pile and  letting  in  foreign  supplies. 


And  Kerr-McGee  gets  20%-25%  of 
income  from  uranium  vs.  only  5%- 
105?  of  sales.  If  McGee  is  wrong, 
it  won't  be  the  first  time.  By  ac- 
(]uiring  American  Potash  &  Chem- 
ical in  1967,  he  bought  into  the 
fertilizer  slump.  Hence  earnings 
are  stuck  around  S33  million. 

McGee,  a  geologist  by  training, 
gets  the  bulk  of  the  credit  for  turn- 
ing a  tiny  Oklahoma  oil  and  gas 
producer  into  a  healthy-sized  total- 
energy  company.  But  a  fascination 
with  digging  can  be  dangerous. 
Last  year  the  company's  capital  ex- 
penditures, mainly  for  exploration, 
reached  the  $80-milli<)n  mark,  but 
continued  to  yield  scant  results.  ■ 


AlcGee  of  Kerr-/\icGee 


>\be  of  Doiwo  Securities 


Foreign  Aid,  Japanese  Style 

Tokyo's  Daiwa  Securities  has  pros- 
pered mightily  in  the  surge  that  has 
swept  the  Japanese  stock  market  up 
by  something  like  37.5%  in  the  past 
year  and  a  half.  The  lx)om  has  been 
partly  fueled  by  U.S.  and  European 
money  pouring  into  Japan,  and 
Daiwa,  although  only  No.  Three 
among  Japanese  brokerage  firms 
(Nomura  and  Nikko  are  larger),  is 
No.  One  when  it  comes  to  dealing 
with  U.S.  investors:  Its  U.S.  sub- 
sidiary accounted  for  something  like 
40%  last  year  of  all  Americans'  trans- 
actions in  Japan. 

In  Manhattan  in  March,  Daiwa's 
president,  Yukio  Abe  (pronounced 
Ah-bay),  told  Forbes  that  the  time 
may  not  be  too  distant  when  Japan 
will  repay  the  favor  that  Americans 
have  done  for  Daiwa  and  for  Ja- 
pan's stock  market.  He  expects  Jap- 
anese mutual  funds  to  be  given  per- 
mi.ssion  this  month  to  put  $100 
million  into  foreign  equities.  To  be 
sure,  this  isn't  an  eaniishaking 
amount  as  capital  flows  go  these 
days,  but  it  is  a  step  in  the  right 
direction;  previously  Japanese  have 
been  prohibited  by  their  govern- 
ment from  purchasing  American 
and  European  stocks  at  all. 

"Eventually,"  says  Abe,  "we  be- 
lieve the  same  opportunities  for  for- 
eign investment  will  be  offered  to 
individual  investors  in  Japan.  We 
believe  that  a  substantial  share  of 
this  money  will  flow  to  the  U.S. 
and,  at  the  beginning  at  least,  into 
blue  chips." 

The  way  things  have  been  going 
lately  in  the  New  York  market,  the 
new  Japanese  money  can't  arrive  a 
day  too  soon.  ■ 


39 


Faces  Behind  the  Figures 


Management  Toric 


Like  all  good  Texans,  42-year-old 
Charles  (Red)  Scott,  chairman  of 
Roberts,  Scott  &  Co.,  thinks  big. 
Ever  since  taking  over  the  San 
Diego-based  brokerage  firm  eight 
years  ago,  he  has  wanted  to  be 
the  first  broker  to  go  public.  He 
lost  out  last  month  to  Donaldson, 
Luflcin  &  Jenrette,  but  he  surely 
tried.  Scott's  vehicle:  a  merger 
with  Courtesy  Products  Corp.  of 
San  Diego,  a  maker  of  do-it-yourself 
coffee  dispensers  used  by  motels. 
The  plan  calls  for  Courtesy  to 
acquire  Roberts,  Scott  plus  two 
other  broker-dealers:  Rutner,  Jack- 
son &  Gray  of  Los  Angeles  and 
Meyerson  &  Co.  of  San  Francisco. 
The  principals  of  the  three  firms 
would  own  70%-80%  of  the  new 
company,  which  would,  with  as- 
sets of  $12  million,  rank  fifth  in 
size  on  the  West  Coast.  It  would 
also  be  a  publicly  held,  over-the- 
counter  firm   with   $14  million  in 


brokerage  volume  and  $1  million 
in  coffee  company  sales. 

"We  had  hoped  we  -  could  go 
public  faster  this  way  than  DLJ 
could  have  a  public  offering,"  he 
explains.  "All  three  brokerage  firms 
were  unprofitable  last  year,  so  it 
would  have  been  difficult  to  find 
an  underwriter.  Thus,  this  merger 
route   seemed   the   cleanest   way." 

But  why  Courtesy  Products? 
"It  has  a  good,  clean  track  record," 
says  Scott.  "We  had  to  be  care- 
ful what  vehicle  we  chose.  We 
couldn't  be  associated  with  any- 
thing like  a  Las  Vegas  hotel." 

Scott  thinks  that  public  owner- 
ship is  the  only  way  to  cure  the 
industry's  weak  management.  "In 
this  industry,"  he  explains,  "man- 
agement, by  necessity,  is  synony- 
mous with  the  guy  who's  got  the 
money.  You  can't  attract  anyone 
for  a  career  position  who  doesn't 
have  capital."  But  all  too  often  the 
dumb  ones  have  the  dough,  so  the 
smart  ones  can't  play.  ■ 


Scoff  of  Roberfs,  Scoff 


fCunze/  of  fnfernofionaf  Harvester 


<*r-j|fc 


So/ar,  %at\ttn  &  Cenfaur 

As  PRESIDENT  of  International  Har- 
vester's Solar  division,  Herbert 
Kunzel,  61,  has  performed  one  of 
the  most  difficult  of  business  ma- 
neuvers: the  transformation  of  a 
military  product  into  a  resounding 
commercial  success.  Moreover, 
Kunzel  has  done  so  with  a  high- 
technology  company  that  is  only 
a  small  part  of  a  big,  old-line  cor- 
poration. Granted  that  Solar's  1969 
sales  were  only  $85  miUion,  the 
division  nevertheless  has  more  than 
50%  of  the  market  for  small-  and 
intermediate-industrial  gas  tur- 
bines; and  it  now  ranks  as  Inter- 
national's fastest-growing  division. 
A  University  of  Southern  Califor- 
nia-trained lawyer,  Kunzel  joined 
Solar  in  1946  and  took  over  as 
president  in  1956.  At  that  time  the 
company  was  primarily  a  supplier 
of  aerospace  parts  to  the  military. 
But  it  had  a  newly  won  Navy  con- 
tract to  design  and  manufacture 
an  1,100-horsepower  gas  turbine, 
the  Saturn.  The  Saturn  was  a  big 
success,  and  in  1960  Kunzel  pro- 
ceeded to  take  the  engine  into  the 
industrial  power  market.  "Just 
when  it  looked  as  though  we  had 
something  pretty  fair  in  the  tur- 
bine business,"  he  recalls,  "some  of 
the  early  acquisitors  eyed  us."  Kun- 
zel   eluded    Budd    Co.    and    then 


Penn-Texas  (now  Colt  Industries), 
and  finally  in  1960  sold  out  to 
IH,  which  wanted  to  protect  itself 
against  the  possibility  that  the  tur- 
bine engine  might  make  inroads  in- 
to the  heavy-truck  market. 

Free  of  takeover  worries,  Kunzel 
set  out  to  make  Solar  a  force  in 
industrial  power.  Solar  had  only 
one  main  product,  the  Saturn,  but, 
unlike  any  of  his  competitors,  Kun- 
zel decided  to  make  two  versions- 
one  especially  suited  to  electrical 
power  generation,  the  other  for 
pipeline  pumping.  In  this  way  Solar 
was  able  to  tap  both  of  these  major 
markets,  and  its  sales  soared  from 
only  three  units  in  1960  to  275  in 
1969  and,  estimates  Kunzel,  a 
probable  350  this  year.  With  the 
Saturn  a  success,  Kimzel  is  now 
taking  another  big  step  in  turbines 
via  the  new  3,000-hp.  Centaur. 
"The  Centaur  should  double  our  in- 
dustrial turbine  sales,"  he  says. 

But  whatever  happened  to  the 
long-awaited  truck  turbine?  Kunzel 
concedes  that  Solar  has  built  ex- 
perimental engines  for  IH's  truck 
division  and  has  put  tinbines  in  six 
off-highway  dump  trucks  of  other 
makers.  But  neither  trucking  nor 
truckmaking  is  ready  yet  for  its 
turbine.  Meanwhile  Harvester's 
truck  division  is  protected,  and 
Solar  has  its  chance  to  cash  in  on  a 
very  promising  growth  market.  ■ 
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27(Kv  tiniiuiiiicettieiif  is  neither  an  offer  (o  seJI  nor  a  .solicitation  of  ait  offer  to  Imii  iinj/  oftliese  Debentures. 

The  offer  is  mode  onli/  hi/  the  Pros/>eetits. 


$125,000,000 

S.  S.  Kresge  Company 

5%  Convertible  Subordinated  Debentures  Due  1995 

Interest  payable  ,J/>ril  15  and  October  15 

Convertible  into  Common  Stock,  unless  previously  redeemed,  at  a  conversion  price  of 
$53^0  a  share,  subject  to  adjustment  in  certain  events. 


Price  100%  and  Accrued  Interest 


Copies  of  III  e  J'rospeitiis  ii/r/i/  he  obtained  in  run/  State  from  onh)  siirh  of  tlie 

iiiiftersi'Jiied  as  maif  le^ialtii  offer  these  Delientures  in  eonifilianec 

irifli  thi'  seenrilirs  loirs  oj' siii'h  Slote. 


MORGAN  STANLEY  &  CO. 


THE  FIRST  BOSTON  CORPORATION    KUHN,LOEB&CO.   LEHMAN  BROTHERS    WHITE,WELD6cC0. 
BL YTH  &  CO.,  INC.      DREXEL  HARRIMAN  RIPLEY      EASTMAN  DILLON,  UNION  SECURITIES  &  CO. 

Incorporated 


GLORE  FORGAN  STAATS 

Incorporated 


GOLDMAN,  SACHS  &  CO. 


HALSEY,  ST V ART  &  CO.  INC. 


HORN  BLOWER  &  WEEKS-HEMPHILL,  NOYES      KIDDER,  PEABODY  &  CO.      LAZARD  FRERES  &  CO. 

Incorporated 


LOEB,  RHOADES  &  CO. 


MERRILL  LYNCH,  PIERCE,  FENNER  &  SMITH 

Incorporated 


PAINE,  WEBBER,  J  ACKSON&CURTIS      SALOMON  BROTHERS&HUTZLER       SMITH, BARNEY&CO. 

Incorporated 

STONE  &  WEBSTER  SECURITIES  CORPORATION  WERTHEIM  &  CO.  DEAN  WITTER  &  CO. 

Incorporated 

.Ipril  10.  1970. 
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The  Money  Men 


Jocqoes  Georges-Picof 


A  Gloomy  View  of  the 
U.S.  Economy 

There  really  teas  a  hush  over  the 
audience  of  250  in  the  penthouse 
ballroom  at  New  York's  St.  Regis 
Hotel  when  Frenchman  Jacques 
Georges-Picot  arose  to  address  the 
French  Chamber  of  Commerce  one 
day  last  month.  The  actual  speech 
was  something  of  a  letdown— a 
rather  unoriginal  sermon  in  favor 
of  a  more  unified  Europe.  But  the 
chances  were  that  most  of  the 
businessmen  present  weren't  as 
much  interested  in  the  topic  as  they 
were  anxious  to  get  a  glimpse  of 
one  of  the  Continent's  most  influ- 
ential financial  tycoons. 

Here  was  the  man  who  heads 
the  prestigious  Compagnie  Finan- 
ciere  de  Suez  et  de  I'Union  Parisi- 
enne.  The  man  who  had  just  pulled 
off  one  of  the  Continent's  most 
spectacular  takeovers  ever:  of  the 
venerable  Compagnie  de  Saint- 
Gobain,  principally  a  glass  com- 
pany, by  the  much  smaller  Suez- 
controlled   Compagnie   de   Pont-£l- 


Mousson  resulting  in  a  new  $2- 
billion  (sales)  company.  The  man 
who  had  rescued  the  Suez  com- 
pany after  Nasser  had  despoiled  it 
and  built  it  back  within  a  few 
years  to  become  one  of  the  most 
powerful  financial  institutions  in 
all  Europe.  The  man  who  presides 
over  an  estimated  $80-million  port- 
folio of  U.S.  securities  which  has 
outperformed  the  Dow-Jones  in- 
dustrials every  year  in  the  past  ten. 
The  man  who,  through  the  Suez 
company,  controls  three  French 
banks  with  total  resources  of  over 
$2  billion.  The  man  who  .  .  . 

Georges-Picot  is  a  very  alert  69, 
with  the  subdued,  deliberately 
somber  air  of  a  professional  French 
diplomat.  In  his  dress  an  absence 
of  colors:  grey  hair,  black  suit, 
black  shoes,  black  tie,  white  shirt. 
You  could  visualize  him  slipping 
out  of  a  black  Citroen  on  the  Quai 
d'Orsay,  a  diplomat,  face  expres- 
sionless,  briefcase  firmly  in  hand. 

A  Forbes  reporter  sat  through 
the  speech,  more  interested  in 
studying  Georges-Picot's  manner 
than  in  hearing  his  words.  Shortly 
afterwards,  the  FoRBESman  was 
able  to  buttonhole  the  French  fi- 
nancier for  a  private  talk.  And  that 
talk  really  was  interesting.  In  the 
course  of  it,  Georges-Picot  ex- 
plained how  he  intended  using  his 
own  company  to  further— and  to 
profit  from— the  financial  interna- 
tionalism he  so  strongly  espouses. 

"For  the  last  few  years," 
Georges-Picot  said  in  his  almost 
flawless  English,  "we've  been  hav- 
ing our  books  audited  by  both  our 
French  auditors  and  by  Price 
Waterhouse.  We  have  been  getting 
ready  for  the  day  when  we  will 
have  to  report  more  of  our  activities 
to  the  American  public,  possibly 
with  the  idea  of  a  U.S.  stock  ex- 
change listing  in  order  to  tap  the 
U.S.  capital  market."  In  this,  of 
course,  he  would  be  reversing  what 
American  films  have  done  for 
years:  tap  European  capital  to  ex- 
pand U.S.  subsidiaries  in  Europe. 

"You'd  be  surprised  what  a  dif- 
ference our  American  accountants 
can  make,"  said  he.  "Our  profits 
show  up  50%  higher  by  their  kind 
of  accounting  as  compared  with 
French  accounting.  The  big  reason 
is  that  in  France  we  don't  just  count 
realized  capital  gains  or  losses  in 
income;  we  also  have  to  take  into 
account  unrealized  capital  losses. 
With  a  cx)mpany  like  ours,  where 


tne  primary  purpose  is  to  invest 
and  make  profits  from  investing, 
you'd  be  amazed  at  the  difference 
that  it  makes." 

But  that  U.S.  listing  is  for  later, 
when  the  market  looks  better. 

The  Road  Back 

Suez  has  come  a  long  way  since 
Nasser  grabbed  the  canal  in  1956. 
All  it  had  left  was  its  good  name 
and  a  limited  amount  of  funds, 
and  there  were  those  who  wanted 
to  see  the  company  liquidated,  its 
remaining  assets  divided  up. 
Georges-Picot  had  other  ideas. 
"We  were  an  old  company— rather 
like  Saint-Gobain  is  now.  Losing  the 
canal  really  did  us  some  good." 

The  Suez  company  under  Geor- 
ges-Picot's direction  is  something 
of  a  cross  between  a  good  U.S. 
conglomerate  and  a  good  U.S.  in- 
vestment company.  It  has  actually 
started  a  number  of  highly  success- 
ful companies,  including  Vendome- 
Equipement,  a  leasing  company. 
Suez  doesn't  actually  take  over 
companies  like  Saint-Gobain,  but 
it  buys  enough  stock  to  exercise 
firm  control  with  the  eventual  view 
of  selling  some  of  its  share  at  a 
profit.  And  it  uses  that  control  to 
see  that  the  companies  become 
better  companies.  In  a  way  the 
glass  merger  was  a  prototype;  in 
effect  the  smaller  but  extreme- 
ly well-managed  Pont-a-Mousson 
took  over  the  huge  but  sleepy  and 
old-fashioned  Saint-Gobain. 

Suez  also  runs  a  portfolio  of  mar- 
ketable securities,  about  half  of 
which  are  in  U.S.  stocks.  This  port- 
folio comprises  roughly  15%  of  its 
$400  million  worth  of  assets.  In 
managing  its  U.S.  portfolio,  Suez 
acts  more  like  a  swinger  than  a 
French  banker.  Said  Georges-Pi- 
cot: "In  the  U.S.  we're  traders  and 
we  love  it.  Last  year  our  turnover 
was  over  40%  and  that  includes 
the  portion  managed  by  Morgan 
Guaranty  here.  It's  a  small  portion, 
since  the  bulk  is  managed  by  us 
out  of  Paris. 

"The  way  the  setup  has  evolved 
is  that  we  sort  of  compete  with 
Morgan.  Some  of  our  portfolio  is 
at  the  complete  discretion  of  one 
of  our  Paris  managers,  Roger 
Jvnicker,  while  the  other  part  has 
to  have  management  approval. 
Perhaps  we  tiade  so  heavily  be- 
cause we're  so  constrained  in 
France.  Here  you  can  place  $10 
million   in  an  hour.   In   France   it 
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can  take  a  week  to  place  SI  mil- 
lion. For  a  trader,  it's  paradise." 

And  \et  Georges-Picot's  \ie\v  of 
this  paradise  is  quite  tarnished. 
His  American  investments  are  cur- 
rently concentrated  in  what  he  calls 
"blue  chips  and  utilities."  He  feels 
that  neither  the  American  economy 
nor  its  stock  market  as  a  whole 
shows  any  real  signs  of  getting  bet- 
ter. "Everything  that  I'd  heard  in 
Europe  recently  about  the  Ameri- 
can economy  was  pretty  gloomy, 
but  when  I  came  over  here  this 
time  I'd  hoped  that  there  would 
be  signs  of  improvement.  I  haven't 
found  an\-,"  said  Picot. 

"For  a  long  time  I've  felt  that 
America  was  headed  for  trouble. 
The  balance  of  pa\-ments  is  per- 
haps the  most  obvious  example,  but 
your  inflation  is  everywhere  and 
it  will  have  to  be  checked.  Really 
it's  become  a  mentality— a  state  of 
mind  where  people  are  com  inced 
that  they  need  things  that  they 
don't  really  need  and  in  the  end 
can't  really  afford.  I  don't  think 
that  just  working  with  the  interest 
rate  is  going  to  help,  though  it  is 
a  step  in  the  right  direction.  A 
change  will  have  to  come  but  when 
it  will,  I  don't  know. 

"Your  conviction  that  nothing, 
not  price  stability,  not  the  balance 
of  payinents,  must  stop  economic 
growth  is  dangerous.  It  could 
bring  the  whole  world  to  the  posi- 
tion Brazil  is  in— runaway  inflation. 
Can't  we  agree  to  limit  economic 
growth  and  national  sovereignty  in 
the  interests  of  a  stable  currency?" 

In  another  talk  with  a  Forbes- 
man  late  last  year,  Georges-Picot 
put  it  in  these  wry  terms:  "High 
interest  rales  are  not  enough  to 
check  inflation.  Wage  control  is 
the  key.  You  will  have  to  come 
to  it  here  as  we  did  in  France, 
only  you  people  won't  have  de 
Gaulle  to  throw  out  when  it  be- 
comes unpopular." 

A  rather  gloomy  view  that.  The 
idea  that  the  U.S.  can't  stand  the 
current  rate  of  inflation,  and  yet 
can't  stand  the  kind  of  medicine 
needed  to  check  it.  Maybe 
Georges-Picot  is  being  too  hard  on 
us,  but  his  words  are  worth  pon- 
to  it  here  as  we  did  in  France, 
way  of  looking  at  things  could  well 
be  a  useful  antidote  to  native 
American  pragmatism,  our  habit  of 
thinking  that  everything  will  come 
out  all  right  if  we  just  try  a  little  of 
this  and  a  little  of  that.  ■ 


This  announcement  constitutes  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these 
securities.  The  offering  is  made  only  by  the  Prospectus. 

NEW  ISSUE  April  9,  1970 


$75,000,000 

Husky  Exploration,  Ltd. 

(a  Colorado  Limited  Partnership) 

Limited  Partnership  Units 


A  Tax  Sheltered  Investment 


A  program  organized  for  the  acquisition,  exploration,  and 

development  of  oil  and  gas  properties  located  primarily 

in  Canada  and  also  in  the  United  States. 

Primarily  for  individuals  whose  income  is 
subject  to  Federal  income  taxes  at  high  rates 
and  who  can  afford  to  accept  substantial  risks. 


Minimum  Subscription  $10,000 

(Payable  20%  on  the  dale  oj  lerminalion  of  the  offering,  40%  in  1971  and  40%  in  1972) 


Mail  the  coupon  below  for  a  copy  of  the  Prospectus 
Please  send  me  a  copy  of  the  Prospectus  on  Husky  Exploration,  Ltd. 

Name 

Address 

City State 

GOODBODY  8t  CO. 


.  Zip.. 


S5  BROAD  STREET.  NEW  YORK.   N.  Y,   10004 


J 


TENNECO  INC. 


DIVIDEND 
NO.  91 


HOUSTON, TEXAS 


The  Board  of  Directors  has  declared  a 
quarterly  dividend  of  33^  per  share  on 
the  Common  Stock,  payable  June  16, 
1970,  to  stockholders  of  record  on  May 
22,   1970. 


M.  H.  COVEY,  Secrefory 


Chemicals     •      Natural  Gas  Pipelines     •     Oil 
Paclcaging      •      Land  Use     •      Manufacturing 


Do  you  kno\A^ 

any  young  man 

NA/ho  plans  to  be  important 

in  business 

vs/ho  does  not  read 

FORBES  Magazine? 


Forbes:  capitalist  tool 
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Know  a  Stock's  Record  Before  You 


Buy-Hold-Sell  _ 

Get  the  facts  in  FINANCIAL  WORLD'S /'S''*' 


JUST 
PUBLISHED 


Single  compact  volume 

Giving  the  complete  12-year 
Record  of  ALL'Big  Board' 
Common  Stocks 


Nowhere  else  can  you  find  as  quickly  and 
easily,  or  at  lower  cost,  each  stock's  per 
share  Performance  Record  over  the  past 
12  key  years— essential  facts  and  figures 
you  as  an  investor  need  in  order  to  judge 
the  investment  value  of  stocks  you  own  or 
consider  buying. 


1958-1969 
Each  Year 


u 


Price  Range 
Dividends 
Stock  Splits 
Earnings* 


'''1969  earnings  as  available  up  to  press  date 

You  can't  determine  a  stock's  current  value  unless 
you  have  its  earnings  and  dividend  records  of  pre- 
vious years;  and  you  can't  compare  current  prices 
with  former  prices  unless  you  have  a  record  of  the 
hundreds  of  stock  splits  over  the  last  twelve  years. 


Valuable  Added  Feature 

The  Stock  Record  Book  also  contains  the  12- 
year  (1958-1969)  record  of  the  Leading  Mutual 
Funds  .  .  .  showing  each  year's: 

CAPITAL   GAINS    •    INVESTMENT    INCOME 
NET  ASSET   VALUE    •    SALES   CHARGES 


Here  are  the  facts  you  need  to  help  you  invest 
more  knoMledKcably  .  .  .  more  intelligently 
.  .  .  more  prafitahly! 


BUY  IT  for  only  $275 . . . 
OR  GET  IT  AS  A  BONUS 
mm  THIS  UNUSUAL  $6  OFFER! 

You  will  receive  the  Record  Book  plus  a  12-week  Trial  Subscription  to 
FINANCIAL   WORLD'S    Comprehensive    Investment    Service — developed 
and  refined  through  FINANCIAL  WORLD'S  more 
than  67  years  of  successful  experience. 

And  Your  $6  Brings  You 
This  S9.95  Value  .  .  . 

12  Issues  of  FINANCIAL  WORLD,  Amer- 
ica's pioneer  investment  weekly.  Fo- 
cused on  giving  you  sound  stock  values, 
providing  continuous  direction  on  hun- 
dreds of  issues.  Detailed  reports  on 
selected  securities  .  .  .  Company  and 
industry  surveys  .  .  .  Market  outlook 
.  .  .  Developing  trends  .  .  .  Supervised 
groups  of  issues  for  every  investment 
goal  .  .  .  Mutual  Fund  Department  .  .  . 
Everything  to  help  you  profit  in  any 
kind  of  market.  (12  copies  of  the  maga- 
zine alone  on  newsstand,  $7.20) 

3  MONTHLY  updated  supplements  of  "IN- 
DEPENDENT APPRAISALS  '  of  up  to  1,900 
listed  stocks,  detailed  digests  of  prices, 
earnings,  dividends— plus  our  own  RAT- 
INGS of  investment  value.  (Similar 
guides  would  cost  up  to  $24  a  year.) 

ADVICE-BY-MAIL  as  often  as  once  a  week 
for  12  weeks— our  best  opinion  on 
whether  to  buy,  sell,  hold  any  listed 
stock  you  inquire  about  that  inter- 
ests you  at  the  particular  time.  (Not 
available  alone  at  any  price. J 


-FINANCIAL  WORLD": 

Dept.  FB-51,  17  Battery  Place,  New  York,  N.  Y.  10004    | 


For  payment  enclosed  please  enter  my  order  for: 

Copies  of  your  new  1958-1969  Stock  Record  Book  at  $2.75  each. 

D  12-Weeks'   Trial  Subscription  to  FINANCIAL  WORLD'S  complete  in- 
vestment service  including  Stock  Record  Book— all  for  $6. 


Name.. 


Address.. 


City.. 


State 

This  subscription  is  not  assignable. 


..Zip.. 


I 
I 
I 
I 
I 
I 
I 
I 


Take  Your  Choice  But  Act  Now! 

Only  one  edition  of  the  Stock  Record  is 
published  each  year  and  the  supply  is  lim- 
ited. So  whether  you  buy  the  new  Stock 
Record  Book  or  g-et  it  as  a  BONUS  with  a 
12-week  trial  subscription  to  FINANCIAL 
WORLD  and  its  Added  Services,  be  sure 
to  order  at  once.  Fill  out  and  mail  the  cou- 
pon today  to  assure  delivery  without  delay. 

Ahsohite  money-back  guarantee  if  not 
satisfied  within  SO  days. 
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The  Forbes  Index 


preliminary 


Dy  National  Bureau  0>  Econcmic  Reseaich 


JAN 136.9 

FEB 137.6 

MAR 137.3 

APR 138.3 

MAY 138.7 

JUNE 139.4 

JULY 138.2 

AUG 137.5 

SEPT 137.1 

OCT 137.2 

NOV 136.3 

DEC 134.5 

JAN 132.0 

FEB.  (prel.)  .130.0 


Composed  of  the  following: 
Production 

•  How  much  are  we  producing''  (Feaeral  Re- 
serve Board  Index  of  induslriai  Production) 

•  What  volume  of  hard  goods  are  we  ordering' 
(Dept  o>  Commerce  latest  three  months  new 
orders  ol  durable  goods  related  to  inventories  i 

•  How  intensively  are'  we  building''  iDept    ol 


Commerce  private  nonlarm  housing  starisi 
Consumption 

•  How  much  are  people  spending?  (Dept.  ol 
Commerce  retail  Store  sales) 

•  To  what  extent  are  consumers  going  into 
debf  (Federal  Reserve  net  change  m  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  of  Commerce 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  ol 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S 
Dept.  ol  Labor  initial  unemployment  claims) 


MARKET  COMMENT 

By  L  O.  Hooper 


A  Long  And  Lingering  End 


Since  this  is  the  first  real  bear  mar- 
ket since  World  War  II,  this  genera- 
tion lacks  familiarity  with  the  tradi- 
tional bear-market  pattern.  A  quick 
and  deep  correction  of  a  broad  bull- 
ish trend,  such  as  was  encountered  in 
1962  and  1966,  ends  in  a  far  different 
way  than  a  long  and  persistent  down- 
trend hke  this  one.  The  1962  and 
1966  declines  were  sharp  and  short. 
This  one  has  been  long  and  progres- 
sive. It  has  lasted  17  months,  and  it 
involves  punishment  of  the  perform- 
ance concept— a  revolutionary  develop- 
ment so  far  as  many  younger  and  more 
aggressive  investors  and  money  man- 
agers are  concerned.  It  takes  time,  and 
the  process  has  led  to  cumulative  dis- 
illusionment. 

There  is  a  great  shifting  of  the  gears 
now  in  progress,  and  one  which  many 
people,  formerly  regarded  as  brilliant, 
are  reluctant  to  recognize  and  accept. 
As  time  goes  on,  more  and  more  un- 
pleasant discoveries  of  overvaluation, 
misconception,  disappointment  and  ac- 
counting chicanery  come  to  the  sur- 
face. Stocks  which  were  exempt  from 
the  early  stages  of  the  bear  market 
gradually    lose    investor    confidence. 

Mr.  Hooper  is  associated  with  the  New  York  Stock 
Exchange  firm  of  W.E.  Hutton  &  Co. 


First  we  had  the  collapse  of  the  air- 
lines; then  exposure  of  the  conglomer- 
ate fallacies;  then  justified  suspicion  of 
the  broad  as  well  as  the  specific 
growth  philosophy;  after  that  the  de- 
cline in  the  oils;  and  more  recently, 
groxVing  unwillingness  to  accept  the 
religion  of  high  price/earnings  ratios. 

All  these  things  create  what  1  have 
called  "bear-market  debris,"  and  the 
amount  of  debris  or  wreckage  in- 
creases rapidly  as  the  bottom  of  the 
bear  market  approaches.  Many  "sacred 
cows"  like  Litton  Industries,  Control 
Data  and  University  Computing  de- 
velop bovine  diseases.  Certain  account- 
ing practices,  formerly  accepted  with- 
out question,  become  sinful.  There  are 
far  fewer  "growth  situations"  than 
were  dubbed  "growth  stocks."  Lately 
the  stock  market  has  been  discovering 
some  new  sour  spot  almost  every  day. 
This  is  discouraging  and  tends  to  off- 
set such  hopeful  things  as  an  easier 
credit  policy  and  lower  P/E  ratios; 
but,  essentially,  all  this  is  evidence 
that  the  bear  market  is  at  last  coming 
to  a  climax  while  it  suffers  a  lingering 
rather  than  an  instant  death. 

One  of  the  recent  influences  has 
been  concerned  with  the  digestion  of 
the  corporate  earnings  reports  for  the 


March  quarter.  There  have  been  many 
unpleasant  surprises,  for  volumes  have 
not  been  increasing  fast  enough  to  ab- 
sorb higher  costs,  and  profit  margins 
have  declined— often  at  a  time  when 
lower  earnings  complicate  needed  fi- 
nancing. Furthermore,  some  of  these 
lower  earnings  have  appeared  for  com- 
panies where  profits  have  been  going 
up  almost  each  quarter  since  the  early 
1960s.  There's  nothing  strange  about 
these  lower  earnings,  and  this  column 
has  long  anticipated  them;  but  too 
often  the  public  just  would  not  be- 
lieve the  possibility  of  lower  earnings 
till  they  appeared. 

Pooresf  In  the  Third  Quarter 

It  is  the  writer's  thought  that  com- 
parisons of  the  June  quarter  with  a 
year  ago  will  be  even  worse  than  com- 
parisons for  the  March  quarter,  and 
that  the  poorest  comparisons  of  all  in 
1970  will  appear  in  results  for  the 
September  quarter.  The  stock  price 
impact  of  poor  earnings  (in  general, 
if  not  in  specific  cases)  will  probably 
be  higher  in  the  first  half  of  the  year 
than  in  the  second  half.  Most  of  the 
bear-market  flotsam  and  jetsam  will 
probably  have  appeared  at  some  time 
before  the  fourth  quarter,  and  by  that 
time  the  economy  should  begin  to  an- 
ticipate the  stimulation  of  an  easier 
credit  policy. 

Recent  events  at  Zatjre  are  repre- 
sentative of  what  has  been  happening. 
This  company,  quite  like  Kresge,  has 
been  one  of  the  brightest  spots  in  the 
discount  store  part  of  the  retail  indus- 
try. Sales  and  earnings  for  a  long  time 
have  been  increasing  faster  than  sales 
and  earnings  of  the  other  companies. 
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WHAT  MAKES 


INVESTMENT  ADVISORY  SERVICE 

P 


Kv,  investment  advisory  services  are  not 
alil<e.  Bulletin-type  services  are  designed 
for  mass  consumption  and  cannot  be 
written  specifically  for  you.  On  the  other 
hand  specialized  and  technical  services 
are  not  broad  enough  to  build  a  well- 
balanced  portfolio  which  we  believe  Is 
necessary  if  safety  as  well  as  growth  is 
to  be  considered. 

BABSON'S  INVESTMENT  ADVISORY 
SERVICE  IS  DIFFERENT 

•  Babson's  analyzes  your  portfolio  and 
gives  you  an  investment  plan  tailored 
especially  for  you.  •  Your  registered 
stocks  will  be  under  the  constant  surveil- 
lance of  Babson's  Research  Department 
and  you  will  be  immediately  notified  when 
our  opinion   changes   on   any  of  them. 

•  You  will  be  assigned  a  professional  in- 
vestment advisor  with  whom  you  may  con- 
sult at  any  time  by  mail,  wire,  phone,  or 
in  person.  •  As  a  Babson  client  you  will 
also  receive  the  famous  investment  and 
Barometer  Letter  to  help  keep  you  alert 
to  economic  developments  and  stock- 
market  trends.  This  informative  letter 
throughout  the  year  will  bring  you  re- 
search reports  on  hundreds  of  stocks 
and  bonds  in  vital  industries.  •  The 
Babson  Investment  Advisory  Service  is 
directed  toward  growth  of  your  investment 
portfolio  both  in  terms  of  income  and 
appreciation. 

A  flat  fee  of  $180.00  a  year  covers  the 
complete  service,  regardless  of  the  dollar 
value  of  your  portfolio. 

BABSON'S  IS  DIFFERENT  IN  MANY  WAYS 

—  perhaps  the  greatest  of  these  is  Bab- 
son's 65  years'  experience  in  the  invest- 
ment advisory  field. 

We  would  be  delighted  to  send  you  a 
FREE  BROCHURE  describing  in  detail 
how  Babson's  Investment  Advisory  Ser- 
vice may  be  of  great  benefit  to  you. 
Simply  mail  the  coupon  below. 


Babson's  Reports  Inc. 

Wellesley  Hills,  Mass.  02181.  Dspl.   F-302 

Send  free  brochure  on  Babson's 
$180  Investment  Advisory  Service. 

Name 


Street  &  No.. 


City. 


.State. 


-Zip. 


BABSOIN'S  RF]r»OR.TS 

Inc'oi"i>oi"i»tocl 

WELLESLEY  HILLS,  MASS.  02181 
FOUNDED  IN  1904  BY  ROGER  W.  BABSON 


This  column  has  frequently  mentioned 
the  stock,  which  sold  in  the  low  40s 
earlier  this  year,  even  after  a  1.5-for-l 
split  in  1969.  Suddenly  the  stock  was 
oftered  freely  in  early  April,  and  it 
quickly  sold  down  under  30,  with  the 
volume  of  transactions  rising  rapidly 
on  institutional  offerings.  Soon  the  an- 
nual report  for  the  year  ended  with 
January  appeared.  Instead  of  showing 
a  net  of  $2.30  to  $2.40  a  share,  which 
had  been  generally  expected,  the  re- 
port revealed  earnings  of  only  $1.85  a 
share  as  against  $2.10  a  share  for  the 
previous  fiscal  year.  Sales  were  up,  as 
had  been  expected;  but  the  results  of 
the  fourth  quarter  were  definitely  dis- 
appointing both  to  the  management 
and  to  stockholders. 

What  went  wrong?  January  price 
markdowns,  after  an  indifferent  Christ- 
mas, were  much  larger  than  expected, 
not  only  for  Zayre  but  for  everyone 
else.  Reserves  for  January  markdowns, 
accumulated  in  the  previous  three 
quarters,  were  entirely  inadequate  and 
profit  margins  melted.  Zayre  is  still  a 
growth  company  over  a  longer  period, 
but  the  growth  rate  last  year,  and 
probably  again  in  1970,  is  slower  than 
much  of  the  time  for  the  past  five  or 
six  years.  It  should  be  remembered, 
however,  that  the  stock  is  about  25% 
cheaper  than  it  was  only  a  few  months 
ago.  The  company  is  in  no  way  fi- 
nancially embarrassed,  its  long-term 
growth  program  is  the  same,  and  the 
management  still  owns  almost  half  of 
the  outstanding  shares. 

^t\Qh\  Future 

This  is  not  a  time  when  the  stock- 
buying  public  is  willing  to  project  very 
far  ahead.  This  is  seen  in  Freeport 
Sulphur  where  poor  sulphur  prices 
and  a  probable  dividend  cut  seem  to 
mean  more  in  the  price  of  the  shares 
than  the  outlook  for  much  higher  earn- 
ings from  the  new  copper  property  in 
Indonesia.  This  big  project,  for  which 
some  $100  million  of  new  capital  has 
been  provided,  means  much  to  stock- 
holders in  the  future. 

Another  stock  which  has  a  big  fu- 
ture is  Hecla  Mining,  lately  around 
27.  Most  people  think  of  Hecla  as  a 
big  lead  and  zinc  producer,  with  a 
high  silver  by-products  emphasis.  It 
happens  to  be  the  nation's  biggest  pro- 
ducer of  silver,  but  that  is  only  half 
the  story.  Hecla,  which  has  5.9  million 
shares  issued,  owns  all  the  preferred 
and  1.2  million  shares  of  common  of 
the  Granduc  Mines  Ltd.  of  British 
Columbia,  which  is  just  coming  into 
production;  394,309  shares  of^  Day 
Mines;  201,000  shares  of  Sunshine 
Mining;  and  a  half  interest  in  the 
Lakeshore  Copper  property  of  south- 
ern .\i-izona,  which  is  believed  to  con- 
tain more  minable  copper  than  any 


property  ever  discovered  in  the  U.S. 
The  Lakeshore  deposit  is  believed 
,-to  contain  some  472  million  tons  of 
porphyry  type  copper,  and  perhaps 
more.  It  was  described  in  the  Novem- 
ber issue  of  the  Mining  Congress, 
Journal  in  an  article  written  jointly  by 
an  execjitive  of  Hecla  and  an  execu- 
tive of  El  Paso  Natural  Gas,  which 
owns  the  other  half.  It  won't  be  in 
production  till  1974,  and  obviously  it 
will  take  considerable  capital  to  de- 
velop and  equip  it.  Here  is  another 
"great  future"  but  not  a  "nearby  fu- 
ture" stock;  much  will  be  heard  of  it 
in  the  years  ahead.  Hecla  sold  as  high 
as  46  last  year.  It  earned  82  cents  a 
share.  There  is  the  possibility  that 
Hecla  could  be  a  good  shorter-term 
holding  if  silver  prices  rise. 

The  Momertt  of  Truth 

There's  much  going  on  in  the  com- 
puter industry,  with  International 
Business  Machines  controlling  about 
70%.  For  many  companies  the  demand 
for  computer  hardware  is  disappoint- 
ing, since  the  emphasis  is  now  on  mak- 
ing existing  computers  work  harder 
(more  hours  a  day)  rather  than  on 
more  computers.  Control  Data  has  felt 
the  curtailed  buying  by  the  Govern- 
ment, and  may  not  make  any  money 
at  all  on  hardware  this  year.  Univer- 
sity Computing  has  been  cramped  for 
needed  capital  to  carry  on  its  big  soft- 
ware business,  and  has  been  forced  to 
finance  at  the  expense  of  a  sharp  dilu- 
tion in  the  equity;  and  it  is  not  yet 
certain  that  the  company  has  enough 
money  even  after  the  recent  financing. 
IBM's  foreign  business  has  increased 
faster  than  its  domestic  business,  and  a 
new  generation  of  computers  is  on  the 
way  into  the  market. 

There  probably  are  at  least  500 
small  computer-related  companies  pro- 
ducing parts,  special  devices,  soft- 
ware, computer-to-telephone  connect- 
ing apparatus  and  services,  and  many 
other  things.  Many  of  these  firms  are 
little  more  than  a  debatable  idea,  or 
they  are  unable  to  raise  the  capital 
needed  to  exploit  operations  in  a  mar- 
ginal field.  Obviously,  the  mortality 
rate  among  these  companies  is  sure  to 
be  high.  The  industry  is  approaching 
a  moment  of  truth.  Of  course  compa- 
nies like  IBM,  National  Cash  Register, 
Burroughs  and  their  like  are  stronger 
than  the  small  ones,  or  most  of  them. 
There  is  some  question,  however,  as  to 
what  P/E  ratios  are  fitting  in  an  indus-  «,  i 
try  which  is  approaching  adulthood,  (j 
if  not  maturity.  The  word  "computer" 
is  losing  some  of  its  stock-market  sex 
appeal,  just  how  much  it  is  difficult  to 
tell.  No  doubt  the  need  for  selectivity 
is  greater  and  greater;  and  surely  it 
is  difficult  for  most  people  to  practice 
the  needed  selectivity.  ■ 
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ATale  of  Two  Investors 

Two  investors  had  a  vehement  disagreement  over  the  relative  merits  of  a 
particular  stock.  One  investor  said  he  v\/as  right  in  wanting  to  purchase 
100  shares.  The  other  investor,  who  already  owned  100  shares,  insisted 
that  he  would  sell.  Both  investors  were  so  strong  in  their  beliefs,  they 
decided  to  leave  the  judgment  as  to  who  was  right  to  a  mutual  friend  of 
theirs.  This  friend  was  familiar  with  the  investment  needs  of  each.  Being  a 
wise  man,  he  conducted  an  intensive  study  of  the  stock  by  utilizing  the 
information  provided  in  his  investment  advisory  service.  Much  to  the 
surprise  of  the  two  investors,  the  friend  decided  both  were  right! 


You  ask:  "HOW  IS  THIS  POSSIBLE?" 

Very  simple.  The  wise  friend  was  a  longtime  sub- 
scriber to  THE  VALUE  LINE  INVESTMENT  SURVEY  and 
—  by  using  Value  Line's  objective  determinations  of 
probability— tie  discovered  that  the  intentions  of  both 
investors  were  consistent  with  an  evaluation  of  the  facts 
in  terms  of  their  personal  investment  goals. 

As  a  subscriber  to  The  Value  Line  Investment  Survey, 
you  can  have  these  evaluations  weekly  on  1 400  stocks- 
including  nearly  every  common  stock  traded  on  the  New 
York  Stock  Exchange  . . .  plus  300  others. 

HOW  DOES  VALUE  LINE  DO  THIS? 

By  systematically  rating  every  week  what  the  prob- 
able price  changes  of  each  of  the  1400  stocks  will  be  — 
relative  to  all  the  others  — in  three  specific  time-periods 
in  the  future:  •  The  next  12  months  •  Three  to  five  years 
•  Beyond  five  years 

Utilizing  objective  statistical  measurements  of  price/ 
earnings  relationships  and  growth  rates,  Value  Line  de- 
termines the  100  stocks  likely  to  outperform  the  others 
in  the  coming  year  and  rates  this  group  as  I  (Highest), 
The  next  group  of  300  stocks  is  rated  II  (Above  average). 
The  next  group  of  600  stocks  is  rated  III  (Average).  The 
next  300  issues  are  rated  IV  (Below  average^  And  the 
final  group  of  100  stocks  is  rated  V  (Lowest). 

Value  Line  uses  a  unique  method  of  assigning  an  in- 
dex number  to  each  of  the  following  four  weekly  ratings: 

(1)  Probable  Market  Performance  in  the  next  12 
months 

(2)  Appreciation  Potential  3  to  5  years  from  now 

(3)  Quality  (Dependability  beyond  5  years) 

(4)  Estimated  Yield  in  the  next  12  months 

By  weighting  the  index  numbers  of  these  ratings  to 
accord  with  your  own  investment  goals  you  can  gauge 
how  suitable  any  one  of  the  1400  stocks  is  for  you  per- 
sonally and  now. 

Therefore,  if  one  investor's  major  goal  is  current  in- 
come and  another's  is  growth  beyond  five  years,  it  could 
be  right  for  one  stockholder  to  sell  XYZ  company  while, 
at  the  same  time,  logical  for  another  investor  to  buy  it. 

In  addition  to  the  ratings,  you  receive  full-page  re- 
ports on  each  stock  four  times  a  year,_  or  more  often  if 
evidence  requires.  At  the  same  time  you  receive  a  re- 
markably clear  presentation  of  the  most  significant  sta- 
tistical trends  over  the  company's  past  1 5  years.  All  this 
is  provided  so  that  if  you  disagree  with  Value  Line's  rat- 


ings, you  know  what  you  are  disagreeing  with  and  why. 

The  coupon  below  will  permit  you  to  put  The  Value 
Line  Investment  Survey  to  the  test,  under  our  money- 
back  guarantee.  If,  for  any  reason,  Value  Line  should  fail 
to  come  up  to  your  expectations,  return  the  material 
within  30  days  and  your  money  will  be  refunded  in  full 
and  at  once.  You  may  receive  Value  Line  for  the  term 
you  check— one  year  for  $167,  three  months  for  $44,  or 
four  weeks  for  $5.  The  complete  weekly  editions  of  The 
Value  Line  Investment  Survey  will  be  yours.  Each  weekly 
edition  consists  of  full-page  reports  on  about  100  or  more 
different  stocks  and  analyses  of  their  industry  groups  . . . 
plus  the  24-page  Weekly  Summary  of  Advices  &  Index 
and  the  8-page  Selection  &  Opinion  editorial  section  . . . 
plus  the  monthly  Special  Report  on  insider  transactions 
and  the  quarterly  Special  Report  on  mutual  fund  trans- 
actions issued  during  the  term  of  your  subscription. 

BONUS  •  With  the  annual  or  three-month  subscription. 
Value  Line  will  ship  to  you  immediately  the  2-volume 
Investors  Reference  Library,  which  will  give  you  the  lat- 
est full-page  reports  on  all  1400  stocks  published  prior 
to  your  subscription.  During  the  subscription  period  the 
reports  on  all  1400  stocks  will  be  revised  and  updated 
systematically  every  13  weeks. 

In  fairness  to  regular  subscribers,  who  pay  $167  a  year  for  The 
Value  Line  Investment  Survey,  we  cannot  make  the  S5  introductory 
subscription  available  to  those  who  have  had  such  a  4-week  sub- 
scription within  the  past  six  months. 


n  ONE  YEAR-$1G7    n  3-MONTH  TRIAL-$44 

(52  EDITIONS)  (13  EDITIONS) 

Send  me  the  complete  service  tor  ttie  term 
checked  plus  — as  a  bonus  — the  2-volume 
Investors  Reference  Library  consisting  of 
Value  Line  sections  published  during  the  13 
weeks  preceding  start  of  this  subscription. 
□  Payment  enclosed  □  Bill  me 


□  FOUR-WEEK  TRIAl-$5 

(4  EDITIONS) 

Send  me  a  4-week  intro- 
ductory subscription  to 
the  full  service  for  $5. 
I  enclose  payment. 


If  dissatisfied  for  any  reason,  1  have 
material  for  a  full  refund  under  your 

Signature 

up  to  30  days  to  return  the 
money-back  guarantee. 

Name  (please 

print) 

Address 

AA16-57 

City 

State 

Zip 

(Subscription  fees  are  deductible  for  income  tax  purposes.  N.Y.C.  residents, 
please  add  6%  sales  tax lOttierN.Y.  State  residents,  add  applicable  sales  tax.) 

ARNOLD  BERNHARD  &  CO.,  INC. 

5  East  44th  Street-  New  York,  N.Y.  10017 
(No  assignment  of  this  agreement  will  be  made  without  subscriber  consent.) 
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Easier 
money 

fuel  for  the  market? 


The  current  stock  market  seems  to  be  belting 
heavily  that  slringent  monetary  conditions  will 
ease  dramatically  in  the  near  future.  Will  this 
or.rur?  And  would  such  a  development  pro- 
mote a  sharp  improvement  in  the  tone  of  the 
the  stock  market?  Or,  is  the  market  headed 
lor  further  downward  adjustment  irrespective 
of  developments  on  the  monetary  front?  These 
factors,  which  could  have  a  vital  influence 
on  market  strategy,  are  weighed  in  the  current 
INVESTORS    RESEARCH    REPORTS. 

To  review  these  reports  for  yourself,  sim- 
ply send  $1.00  for  a  special  5-week  trial  sub- 
scription, which  includes;  Weekly  Market  Ana- 
lysis Reports,  ratings  on  over  600  stocks  in 
50  key  groups  —  plus  a  bonus  guide  to  "A 
Positive    Investment    Program."    AH    for  $1.00. 


.In\'estors  Research  Iteports 


Dept.  F-l,  924  Laguna  St. 

Santa  Barbara,  Calif.  93102 


Zip 
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I  WARRANTS | 

m  move  faster  and  turther  than  any  other  type  of  g 

g  security— both  up  and  down.  Thus,  in  previous  1 

m  years,    General   Tire   &   Rubber  Warrants   moved  1 

I  from  i'/i  to  206  and  linited  Air  Lines  Warrants  | 

m  from  i'/,   to   126  amid  a   host  of  similar  ei-  g 

f  amples,   while  a  Martin-Marietta  Warrant  skid-  | 

g  dad  from  46>/«   to   14^1   with  plenty  of  down-  | 

g  sid*  company.  Since  the  outstanding  leverage  1 

g  of  Warrants  is  indisputable,  and  since  the  num-  S 

■  bar  of  actively-tradins  Warrants  is  growing  rap-  a 

1  idly— 170  currently  that  you  should  know  about  1 

g  —with  more  top-flight  fompanies  issuing  War-  1 

g  rants;  AMK,  Gulf  &  Westuin,  LIng-Temco,  Loaw's  1 

m  atc.-you  should  know  what  Warrants  are,  which  g 

g  Warrants  trade  in  today's  market,  and  the  basic  g 

g  rules  for  recognizing  opportunities  in  Warrants  | 

g  (and  dangers)  when  they  occur.  g 

=  The  R.H.M.  Wariant  &  s;ock  Survey  +  Stocks  i 

g  Under   10,   is  one  of  the   largest  and  most  re-  1 

g  spected   investment   services   covering   tlie   War-  1 

g  rant  field,  with  more  than  two  .:o-.ades  of  set-  i 

g  vice  to  investors  j   :*:      'r^    ,             ,,.  c,(  Sidney  1 

=  Fried,  a  name  ass;;                              rrar.is  field  i 

=  in  every  financial                       ._   ..c„u..T  world.  I 

g  Let  us  tell  you  hov<  c               -  approsches  devel-  | 

g  oping  opportunities  k           -.tIs,   in  the  general  I 

I  stock  market,  and  in     o.uc^s  Under  10  '.  There  1 

s  is  no  obligation,  and  there  is  no  cost  for  this  1 

g  valuable  information,  yet  it  could  nean  a  great  1 

g  deal   to   you   in   the  active   markets  ahead.   For  i 

g  your   free    copy,    send   today  to  Warrants,    Dept  I 

1  F-423,    R.H.M.    Associates.    220    Fifth    Avenue'  i 

I  New  York.  N.Y.,  10001.                                         '  | 
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STOCK  ANALYSIS 

By  Heinz  H.  Biel 


The  Swing  Of  The  Pendulum 


Ix  A  recent  week  last  month  18  of  the 
20  most  active  stocks  on  the  New  York 
Stock  Exchange  declined;  only  two 
advanced.  Worse  than  that,  ten  of 
them  declined  10%  or  more.  One  might 
think  that  this  was  a  disastrous  week 
in  which  the  entire  market  took  a  bad 
drubbing.  Far  from  it.  Actually,  it  was 
one  of  the  slowest,  sleepiest  weeks 
Wall  Street  had  seen  in  a  long  time. 
Trading  had  dropped  down  to  a  crawl 
with  only  about  45  million  shares 
changing  hands  all  week.  Sure,  the 
market  did  have  a  downward  bias,  but 
while  so  many  of  the  most  active 
stocks  fell  out  of  bed,  the  Dow-Jones 
industrial  stock  average  declined  a 
mere  0.17%!  What  is  going  on? 

Apparently  this  bear  market  is  now 
pa.ssing  through  the  final  stage  of  reck- 
oning. As  in  Andersen's  fairy  tale, 
those  heroic,  performance-minded 
money  managers  have  finally  listened 
to  the  little  boy  who  had  been  exclaim- 
ing for  some  time  that  the  emperor  was 
naked  and  that  those  beautiful  clothes 
were  nothing  but  figments  of  wishful 
and  highly  contagious  imagination. 

It  is  not  only  that  some  of  the  P/E 
ratios  had  become  as  unrealistic  as  the 
tulip  bulb  prices  in  Holland  in  the 
17th  century,  but  the  E  (the  earnings) 
had  become  suspect.  Good  growth 
stocks  will  never  come  cheap,  and 
they  fully  deserve  to  sell  at  premium 
prices.  But  when  investors  compromise 
on  quality,  when  there  is  cause  to 
doubt  the  sincerity,  if  not  integrity,  of 
management  and  promoters,  when  no 
effort  is  spared  to  boost  the  price  of  a 
stock  way  beyond  rhyme  and  reason, 
then  one  need  not  be  surprised  at 
some  of  the  debacles  that  have  taken 
place  in  recent  months. 

Reforn  To  SoWdliy 

The  pendulum  swings  from  one  ex- 
treme to  the  other.  Some  of  the  solid, 
old  companies  with  mile-long  earnings 
and  dividend  records  are  now  being 
looked  at  instead  of  sneered  at.  Many 
of  the  typical  DJI  stocks  have  been  in 
a  bear  market  of  their  own  for  such  a 
long,  long  time  that  they  are  thorough- 
ly liquidated  and  .sold  out. 

Admittedly  the  big  chemical,  auto- 
motive, steel  and  other  companies  have 
not  shown  much,  if  any,  growth  in  the 

Mr.  Biel  is  a  partner  in  the  Naw  York  Stock  Exchange 
firm  of  Emanuel,  Deeljen  &  Co. 


past  decade,  but  neither  do  they  sell 
at  growth  stock  prices.  Some  manage- 
ments are  accused  of  having  become 
fossilized.  This  may  be  true  in  a  few 
cases.  Just  because  you  don't  play  the 
game,  but  prefer  to  maintain  sound 
financial  policies  and  follow  conserva- 
tive accounting  practices,  you  are  not 
necessarily  stupid  or  incompetent. 

Many  of  these  old-line  companies 
have  been  making  huge  capital  invest- 
ments. Undoubtedly  much  of  this 
spending  was  overdue  and  necessary 
merely  to  keep  the  technology  up-to- 
date.  Not  all  of  these  investments  may 
have  been  prudent  or  adequately  re- 
munerative. Yet  I  believe  presently 
prevailing  prices  make  full  allowance 
for  past  mistakes  and  shortcomings, 
for  the  lack  of  dynamism,  for  the  un- 
likelihood that  sales  and  earnings  will 
or  can  increase  dramatically. 

It  is  true  that  stocks  of  this  type 
offer  only  a  limited  appreciation  po- 
tential. On  the  other  hand,  the  down- 
side risk  is  limited,  too.  Many  of  these 
faded  blue  chips  could  show  gains  of 
30%  to  50%  over  the  next  couple  of 
years  if  general  business  and  market 
conditions  are  reasonably  good.  This  is 
considerably  more  than  the  possible 
decline,  unless  the  whole  economy 
goes  to  pot— in  which  case  the  high 
multiple  stocks  are  likely  to  suffer  a 
far  worse  fate. 

Take  Big  Steel  for  example.  It  is  a 
much  maligned  company  with  limited, 
if  any,  sex  appeal.  Its  image  among  in- 
vestors is  bad.  In  the  final  quarter  of 
1969,  the  leading  mutual  funds  re- 
mained negative  toward  U.S.  Steel, 
selling  561,100  shares  and  buying  only 
118,600.  All  right,  what  is  on  the  plus 
side?  At  its  recent  low,  the  lowest 
since  1950  (!),  X  had  declined  70% 
from  its  all-time  peak  of  108J^  (1959). 
Profits  for  the  past  five  years  have 
averaged  over  $4  a  share,  and  this  also 
looks  \ittainable  for  1970.  The  $2.40 
di\'idend  rate  provides  a  return  of  well 
over  6%.  Capital  expenditures  for  the 
past  three  years  have  totaled  $1.9  bil- 
lion, the  equal  of  nearly  $35  a  share. 
Yet  the  company's  financial  condition 
has  remained  strong,  with  $655  mil- 
lion set  aside  for  property  additions 
and  replacements.  If  present  world- 
wide demand  for  steel  continues,  thus 
lessening  the  pressure  on  product 
prices    resulting    from    imports,    U.S. 
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Steel  could  show  significant  earnings 
increases  sometime  during  the  earl\' 
1970s.  Sure,  these  are  big  /F.s,  but 
the  price  is  right. 

Also,  consider  Time,  Inc.,  which  has 
suffered  a  disastrous  price  decline 
from  its  1967  high  of  115.  True,  earn- 
ings also  declined  sharpK.  but  Life's 
problems  may  be  in  the  process  of  so- 
lution. This  cash-rich  company  can  af- 
ford to  pay  ver\  liberal  dividends, 
which  should  limit  the  downside  risk. 
Time  may  prove  an  intriguing  turn- 
around situation. 

A  Tale  of  Woe 

About  a  year  ago  (Forbes,  May  15, 
1969),  1  told  the  sad  story  of  how  I 
jin.xed  one  of  the  larger  mutual  (no 
load)  go-go  funds  which,  prior  to  my 
making  an  investment  in  it,  had  been 
outperforming  the  DJI  by  rather  im- 
pressive margins.  I  had  started  it  as 
an  experiment  in  1967,  because  I 
wanted  to  see  for  myself  how  dollar- 
averaging  works,  i.e.,  always  putting 
up  the  same  amount  of  money  month 
after  month,  getting  fewer  shares  when 
the  price  was  high,  but  more  shares 
when  the  price  was  low.  In  the  long 
run,  this  method  should  protect  the  in- 
vestor against  the  ups  and  downs  of 
the  market  and  against  his  own  mis- 
takes of  poor  timing  of  his  purchases. 
That  is  the  basic  idea— in  theory. 

In  practice  it  didn't  work  out  that 
way  at  all.  Three  years  ago,  I  made 
an  initial  investment  of  $500  and  con- 
tinued to  buy  $100  worth  of  these 
shares  around  the  first  of  each  month. 
This  adds  up  to  a  total  of  $4,100,  and 
now  I  own  465,560  shares  (including 
income  and  capital  gains  distributions 
taken  in  stock),  which  presently  are 
worth  about  $2,700.  That  is  a  loss  of 
over  one-third,  not  counting  the  lack 
of  income.  According  to  the  latest  an- 
nual report,  "it  is  not  the  policy  of 
the  Fund  to  take  unnecessary  or  ex- 
traordinary risks  in  order  possibly  to 
achieve  a  sensational  performance  rec- 
ord." Brother,  you  can  say  that  again. 

Although  never  mentioned  by  name, 
the  Fund's  management  had  no  diffi- 
culty identifying  itself.  It  even  ques- 
tioned my  veracity  by  doubting  that  I 
actually  had  made  an  investment  in 
this  fund.  (I  was  buying  it  in  my  wife's 
name,  hoping  to  make  her  rich.)  Well, 
management  can  now  relax.  I  have 
discontinued  the  experiment  and  the 
jinx  has  been  lifted.  But  what  shall  I 
do  with  those  465,560  shares? 

One  final  word  on  dollar  averaging. 
Of  course  it  works,  but  it  works  only 
if  the  vehicle  is  a  deserving  one.  This 
was  my  mistake.  But,  as  I  have  said 
often  before,  as  investors  we  keep  pay- 
ing tuition  until  the  executor  takes 
over  the  estate— and  starts  making  his 
own  mistakes.  ■ 


One  of  our  students 

made  $22,500  in  the 

stock  market  last  year. 

There  is  only  one  school  in  the  country 
devoted  exclusively  to  developing  and 
improving  your  stock  market  trading  skills. 

This  one. 

Actually,  we  don't  give  grades — and  for  a 
very  simple  reason.  We  don't  have  to  tell  our 
students  hov^  well  they're  doing.  They  know. 
You  see,  no  market  advice  is  ever  given  by  the 
Stock  Market  Institute.  Instead,  we  teach  you 
how  to  analyze  the  market  yourself, 
intelligently  and  scientifically. 

We  could  tell  you  a  great  deal  more  about 
this  institute  and  how  our  methods  have  been 
proved  through  boom  and  bust  for  over  thirty-five 
years.  But  we  think  this  one  fact  tells  it  all: 
more  than  fifteen  percent  of  our  students  are 
registered  stock  brokers,  mutual  fund  managers, 
pension  fund  officers  and  other  professional 
money  managers. 

Maybe  you  better  send  in  that  coupon  today. 

Accredited  Member:  National  Home  Study  Council. 

Approved  under  the  new  G.I.  Bill 

(or  in-service  personnel  and  veterans. 


WBgave 
him  a  B-. 


STOCK  MARKET  INSTITUTE  INC. 

778  Busse  Highway,  Dept.F«l68 

Chicago  (Park  Ridge),  lUinois  60068  (312)  825-5511 

Gentlemen:  Please  send  me  a  prospectus  on  the  Wyckoff  Course  in  Stock  Market 
Science  and  Technique. 

NAME 

ADDRESS 


CITY 


STATE 


ZIP 


INVESTMENT 
MANAGEMENT 


WHY  GIVE  US 

PERMISSION 

TO  BUY  AND  SELL 

WITHOUT 

YOUR  PERMISSION? 

Because  we  specialize  in  managing  personal 
investnnent  accounts  of  $5,000  or  more  for  aggres- 
sive capital  growth  for  investors  who  appreciate 
the  risks  and  rewards  of  a  common  stock  portfolio. 
You  own  the  stocks -the  account  is  in  your  name 
with  your  broker.  But  we  do  all  the  buying  and 
selling  -  we  have  a  full-time  staff  of  experienced 
market  analysts  assisted  by  continual  research  and 
computer  data.  If  that  makes  sense  to  you,  give  us 
permission  to  send  you  our  32-page  booklet 
"Declare  Your  Own  Dividends"  for  further 
explanation. 


SPEAR&STAFF.INC. 

Investment  Management  Division   Dept.  MF-iOl 
Babson  Park,  Mass.  02157 

Please  send  me  a  complimentary  copy  of 
"Declare  Your  Own  Dividends."  Confidentially, 
my  account  would  amount  to  about  $ 


Name_ 


Address- 


.State. 


_Zip- 
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HAS  UNIQUE 

AND  HELPFUL 

INVESTMENT  AIDS 

FOR  YOU!! 

Chartcraft  has  Lsen  serving  the  inves- 
tor for  over  23  years.  You  are  probably 
famiharwith  the  Chartcraft  Weekly  Ser- 
vice and  the  Chartcraft  Monthly  Chart 
Book.  Now  with  the  introduction  of  the 
new  Weekly  Trend  Reversal  Service, 
Char'craft  has  a  publication  to  satisfy 
every  investor's  need.  Just  indicate  the 
items  that  may  be  of  help  to  you,  and 
leturn  this  ad  with  your  check  to  start 
receiving  your  investment  aids  by  first 
class  mail. 

n   l\ew  Trend  Reversal  Service — 

I'oiiit  and  ftyui'e  cliart.s  by  elecuonic  computer  on 
ail  "Bieakout  JStocks" — un  Sew  York  and  Ameri- 
can ytock  Exchange  companies — sent  to  you  each 
weeli.  SI10W.S  you  buy  and  sell  signals  on  active 
stocks.  Kxcellent  lor  timing.  4.week  trial  offer  plus 
Method  Book  is  only  $12.50. 

Q   CompuStrength  Report — 

tUla-liigli  volujne  and  relative  strength  figures  on 
every  New  York  and  American  Stocli  Kxcliange 
stock.  Vuu  get  the  ratio  ot  the  closing  price  01  each 
slock  taken  against  its  moving  average  price  for 
each  of  the  time  periods;  10,  2U  aud  30  weeks: 
sejjarate  listings  of  25  stocks  on  the  ^«VSE  and  25 
stocks  on  tlie  .\SK  which  had  the  higliest  voliuiie. 
struiincst  rclutivc  strt'n;ith,  weakest  relative  strength. 
Special  introductory  subscription  of  4  weekly  issues 
and  explanation  material  for  $20. 

D   Technical  Indicator  Revieiv — 

^ou  leceJve  conwnents  on  the  market  direction  and 
a  classification  of  industry  groups  from  wliich  you 
can  tell  whether  to  buy  or  sell  your  favorite  stocks. 
Vou  receive  in  every  weekly  issue  an  indicator  run- 
down, U.II.\  Chart  analyzed  and  interpreted,  27 
point  and  figure  charts  on  most  popular  market  in- 
dicators, indusliy  group  analysis  and  momentum 
ratings  on  S8  industry  groups.  A  6'munth  trial  plus 
explanatory  booklet  is  only  $30. 

D   Chartcraft  Commodity  Report — 

tlct  over  'Ai  point  and  figure  charts  each  week,  cov- 
ering all  the  major  commodities.  In  use  tor  over  23 
years  by  comnimlity  traders.  See  a  clear  picture  of 
buy  or  sell  signals,  as  well  as  price  objectives. 
4-week  trial  subscription  is  only  $10. 

D   O.T.C.  Monthly  Service — 

Each  miiMih  receive  a  report  conlaining  all  the  ac- 
tive point  and  figure  charts  on  over  425  O.T.C.  stocks 
:)lus  over  200  insurance  stocks.  Tliis  is  the  only 
point  ami  figure  O.T.C.  chart  book  available,  and 
vvill  eiilik'hten  .von  to  the  •■IBM's"  of  the  future. 
Current  edition  $7,50. 

n   Point  and  Figure  Method  Book — 

A  128-paKe  manual  on  how  to  use  point  and  figure 
in  your  stock  market  trading.  Hv  A.  W  Cohen, 
foremost  point  and  figure  authority.  Over  120,000 
copies  now  in  print.   Only  $3,95, 

n    Weekly  Point  &  Figure  Service — 

An  accurate,  up-to-ihe-mijiuie  report  covering  all 
stocks  on  the  .NYSE  &  ASK.  This  service  is  pro- 
grammed to  give  you  complete  three  box  reversal 
point  and  figure  informal  Ion  for  charting  your 
stocks  and  keeping  your  charts  current  You  gef 
full  name  of  slock,  reference  point  ilast  entry  on 
chart),  new  entries  for  the  week,  buy  or  sell  signals 
price  objectives,  stop-loss  p.int.s,  relative  strength 
figures.  Introductory  4  week  trial  offer  plus  Method 
Book  IS  only  $12,50. 

D  Monthly  P  &F  Chart  Book- 
nig  .■i20-page  volume  includes  charts  on  all  XY'SE 
&  ASK  common  stocks,  printed  by  electronic  com- 
puter. All  charts  posted  through  the  last  WednetidaT 
of  tlie  month,  and  rushed  lo  you  by  first  class  mall 
the  following  Monday.  Includes  accurate,  up-to- 
date  price  history,  so  you  can  see  at  a  glance  which 
stocks  are  bullish,  which  stocks  are  bearl.sli  and 
which  stocks  are  giving  buy  and  sell  signals  Current 
edition  $15, 

Please  check  the  Chartcraft  aids  you  wish, 
and  return  this  ad  with  your  chock  to: 

CHARTCRAFT,  INC.  Dept.  F.179 

1  West  Ave.,  Larchnioiir,  N.Y.  1053H 

N.Y.   S/fl/r   r^niitrntn   add   upplicohle    tax 
N.Y.   Citv  retidrnta  add  «%, 


JUST  US 

Only  one  business  magazine 
showed  gains  in  adve'tising 
pages  for  1969-FORBES 

Up  156  pages! 


TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schuiz 


A  Fresh  Look  At  Earnings  Estimates 


In  mid-April,  this  column  reported 
that  lowest  Street  estimates  then  avail- 
able for  the  1970  earnings  of  the  30 
DJI  components  averaged  out  at  about 
$54  "per  share,"  and  almost  $58 
projected  by  Standard  &  Poor's,  com- 
pared with  some  $57  reported  for 
1969.  The  revised  figures  since  then 
work  out  a  little  higher— $55  and 
$58.50,  respectively. 

I  suspect  that  these  estimates  will 
strike  most  readers  as  surprisingly 
high.  Analysts  and  investors  alike  have 
been  greatly  concerned  about  a  severe 
squeeze  on  profit  margins  and  a  result- 
ing sharp  year-to-year  decline  in  cor- 
porate after-tax  earnings.  In  any  case, 
after  the  longest  bear  market  since  the 
end  of  World  War  II,  and  from  some 
points  of  view  also  the  most  damaging 
to  values  and  morale,  one  would  ex- 
pect to  see  much  lower  earnings  pro- 
jections. Instead,  we  find  projections 
that  imply  little  or  no  drop  in  the  ag- 
gregate earnings  of  30  major  cyclical 
and  semi-cyclical  blue  chips  from  cal- 
endar 1969  to  calendar  1970.  Could 
they  be  realistic?  And  if  they  are, 
what  might  be  the  implications? 

One  factor  to  be  weighed  in  trying 
to  answer  these  questions  is  that— as  I 
know  from  personal  experience— few 
Wall  Street  analysts  have  lately  been 
able  to  master  any  kind  of  enthusiasm 
over  this  year's  earnings  outlook.  In- 
deed, most  securities  analysts  have 
been  downright  gloomy  about  likely 
profits  for  the  first  quarter  of  the  year 
and  even  for  the  first  half.  Thus  the 
low  $55  projection  is  almost  certainly 
not  tainted  by  overoptimism. 

Another  consideration  to  be  taken 
into  account  is  that  the  $55  average 
results  from  a  fairly  broad  sample  of 
analysts'  opinion,  which  should  mean 
that  individual  prejudices  and  errors 
are  likely  to  cancel  out.  It  may  also 
reflect  a  collective  ability  of  these  30 
industrial  giants  to  maintain  earnings 
at  a  relatively  better  rate  in  a  general 
business  slowdown  than  the  broad 
mass  of  smaller  corporations. 

On  the  whole,  therefore,  I  am  will- 
ing lo"  take  the  $55  figure  at  face 
value  as  a  minimum  expectancy  for 
now.  But  I  can  also  see  a  reason  why 
something  like  the  more  generous 
Standard  &  Poor's  projection  of  $58 

Mr.  Schuiz  is  a  partner  in  the  New  York  Stock  Ex- 
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might  be  realized.  This  has  to  do  with 
the  recent  shift  of  monetary  policy 
away  from  aggressive  restraint.  The 
resulting  resumption  of  growth  in  the 
money  supply,  if  continued  (as  seems 
probable),  should  tend  to  underwrite 
the  ability  of  many  businessmen  to 
charge  prices  for  goods  and  services 
that  will  lessen  the  pressure  on  their 
profit  margins  and  so  enable  them  to 
finish  1970  with  earnings  not  nearly 
as  far  below  the  1969  level  as  had 
seemed  certain  while  the  money 
squeeze  was  on. 

On  The  V/ay  Up? 

The  implications  of  a  likelihood  that 
this  year's  earnings  for  the  Dow  may 
be  in  the  $55-$58  range  are,  I  think, 
very  constructive,  even  though  it 
would  mean  that  this  group  of  blue 
chips  has  been  unable  to  enhance  its 
aggregate  profitability  during  the  past 
five  years.  More  important  right  now, 
it  would  also  mean  either  that  first- 
and  second-quarter  results  will  prove 
to  be  better  than  generally  expected, 
or  else  that  a  sharp  earnings  recovery 
is  in  store  for  the  year's  second  half. 
It  seems  safe  to  say  that  the  Dow 
would  have  to  rise  well  into  the 
800s  in  order  to  give  recognition  to 
either  of  these  contingencies.  Having 
dropped  some  25%  from  its  1968  high, 
it  obviously  has  overdiscounted  a 
1969-70  earnings  trend  that  might  be 
little  worse  than  flat. 

All  this  may  explain  why  the  Dow 
and  many  DJI-type  blue  chips  turned 
in  a  better  price  performance  last 
month  than  the  market  at  large.  In  the 
transition  from  bear  to  bull  market, 
leadership  on  this  sector  has  been  tra- 
ditionally needed  as  a  demonstration 
of  fresh  investment  confidence  before 
a  revival  of  speculative  confidence 
could  materialize.  Even  today,  the 
Dow's  30  stocks  account  for  nearly 
25%  of  the  roughly  $600-bi]lion  mar- 
ket value  of  all  shares  listed  on  the 
New  York  Stock  Exchange,  and  their 
aggregate  earnings  last  year  were 
equal  to  about  20%  of  all  corporate 
after-tax  profits.  The  industrial  avev- 
age  thus  represents  a  big  slice  of  the 
national  economy,  and  a  relatively  mi- 
nor year-to-year  dip  in  DJI  earnings 
could  well  mean  that  overall  corporate 
net  will  be  down  much  less  than  had 
been  previously  thought.  ■ 
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Send  today  for  any  or  all  three  of  these  investor's  aids  in 

UNITED'S  SPRING  SAMPLER 

covering  STOCKS  •  MUTUAL  FUNDS  •  STOCK  CHARTS 

The  current  issue  of 

UNITED  Mutual  Fund  Selector 

with  3  month,  1  year,  and  5  year  performance  tables  covering  more  than 

350  MUTUAL  FUNDS 

WITH  ADVICE  ON  WHICH  FUNDS  UMFS  FAVORS  FOR  PURCHASE  NOW 

PLUS  OUR  CURRENT  ANALYSIS  OF    


48  GO-GO  FUNDS 

Does  UMFS  believe  they'll  make  a  comeback? 
Our  selection  of  5  high-risk  Funds  we  believe  have  high  growth  potential 


This  entire  package  of  Mutual  Fund  information  and  advice,  just 


SI 


United 
w  Business 

^^^  Service 


Buy? 

Hold? 

Sell? 


Facts,  figures,  and  United's  analysis  of  each  issue  in  the 

25  MOST  ACTIVE 

STOCKS  OF  1970 


Amer  Airlines  Chrysler  Great  West  Fin  Occidental  Petr     Telex 

Amer  Tel  &  Tel  City  Investing  Gulf  Oil  Phillips  Petr  Texaco 

Atlantic  Richfield  Control  Data  Itek  Polaroid 

Benguet  General  Electric  Litton  Indust  RCA 


Transamerica 
University  Comp 


Boeing 


General  Motors     Lum's 


Stand  Oil  of  N.J.   Xerox 


PLUS  THIS  TIMELY  REPORT 


PORTFOLIOS  FOR  RETIREMENT 


8  Income  Issues  for 
Retirement  NOW 


•  8  Growth  stocks  for 
Retirement  LATER 


With  these  two  Reports  you  will  also  receive  a  4-issue  Subscription 
to  United  Reports  on  Business  and  Investments,  all  for  just 


$2 


New,  expanded,  revised  —  up  to  date  thru  April  24 

975  SECURITY  CHARTS 

36  Industry  Group  Charts  •  12  Technical  Indicators 
PRICES,  EARNINGS,  DIVIDENDS  FOR  21  MONTHS 

Both  the  technically-minded  and  fundamental  investors  will  find  these  new  expanded 
chart  books  designed  to  meet  their  needs.  These  distinctive  graphs  depict  the  latest 
21  months  of  weekly  price  range  and  volume  patterns  —  charted  against  a  running 
background  of  earnings  and  dividend  trends  —  for  975  leading  growth,  cyclical, 
and  defensive  N.Y.  and  Am.  Stock  Exchange  listed  stocks.  r 

Send  for  this  216  page,  8V2  x  11  book,  regularly  $5,  now  just 


1^3 


CHECK  ANY  ONE,  TWO,  OR  ALL  THREE  OFFERS  ON  THE  AIRMAIL  CARD   TODAY! 

SEND    NO    MONEY    ...    WE   WILL    BILL   YOU 

If  the  card  has  already  been  removed,  simply  drop  us  a  postcard  at  FM-26 

UNITED  Business  &  Investment  SERVICE 

210     NEWBURY     STREET,     BOSTON,     MASSACHUSETTS     02116 
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^im    Investments  Geared  to  America's  Future 

%  JOHNSTON 

MUTUAL  FUND 

for  investors  seeking  possible  growth 
of  capital  and  income 

A  NO-LOAD  FUND 

No  Redemption  Charge 
Systematic  Investment  Plan 

NO  SALES  CHARGE 

Self-Employed  Retirement  Plan 
Available   (Keogh  Act) 

Ma!l  Today  For  Free  Prospectus 


The  Jotinston  Mutual  Fund,  Inc. 
460  Park  Ave.,  N.Y.C.  10022    Dept.  C 
Phone:  (212)  679-2700 

NAME 


ADDRESS . 


DIVIDEND 
NOTICE 

The  Board  of  Directors  of 
Ford  Motor  Company  at  a 
meeting  held  in  Dearborn, 
Michigan,  on  April  9,  1970, 
declared  a  second  quarter 
dividend  of  60  cents  per 
share  on  the  Company's 
outstanding  stock,  payable 
June  1 ,1970,  to  stockholders 
of  record  at  the  close  of 
business  on  April  30, 1970. 


<5^^ 


The  American  Road 
Dearborn,  Michigan  48121 


KAMPGROUNDS  FRANCHtSE 

A  moneymakerl  Lorgest  international  systom  of 
f  ranch  ised  campgrounds,  produces  exceptional 
earnings  from  modest  investment  Strong  na- 
tional advertising,  proven  operoting  methods. 
Over  300  campgrounds  now  operating,  another 
300-plus,  in  construction,  planning  stages.  In- 
quire now  while  top  fronchise  locations  are  still 
available: 

KAMPGROUNDS  OF  AMERICA,  INC. 

P.  O.  Box  1138-F 

BillingB,  Montana  59103 


THE  MARKET  OUTLOOK 

By  Sidney  B.  Lurie 


A  Turn  To  The  Traditionals 


In  past  columns  I've  expressed  the 
opinion  that  a  major  change  in  issue 
preference  was  Hkely  to  occur.  Last 
year's  interest  in  companies  that  seem- 
ingly had  a  monopoly  on  earnings  visi- 
bility led  to  exaggerated  earnings  mul- 
tiples in  the  high-priced,  high-glamour 
stocks.  In  contrast,  most  of  the  so- 
called  big-name  cyclical  companies 
have  been  selling  at  prices  that  are  in 
tune  with  their  lowered  1970  earn- 
ings expectations  and  have  not  been 
exploited  in  the  marketplace.  The 
fact  that  this  year's  issue  emphasis  is 
in  the  traditional  areas  of  the  economy 
is  now  obvious. 

There  is  no  necessity  to  debate  the 
question  of  when  the  reappraisal  of 
the  growth  companies  will  be  over. 
The  more  practical  consideration  is 
the  prospect  that  the  divergence  in 
relative  price  performance  is  likely  to 
continue,  with  the  emphasis  on  "the 
traditionals."  For  one  thing,  the  more 
traditional  companies  would  be  the 
first  beneficiaries  of  a  business  up- 
turn, and  the  market  as  a  whole  re- 
quires this  stimulation  for  further 
progress.  Secondly,  whereas  most 
growth  companies  can  be  found  in 
lists  of  the  "Favorite  Fifty"  profes- 
sional holdings,  there  is  a  pipeline  of 
potential  demand  to  be  filled  in  the 
case  of  the  backbone  companies. 

For  the  most  part  the  earnings 
downtrend  is  already  in  the  stock- 
price  level.  And,  as  is  indicated  by  the 
following  corporate  comments,  there 
are  companies  which  are  in  a  position 
to  attract  the  security  buyer's  atten- 
tion despite  a  possible  earnings  valley 
in  the  near  future. 

The  lower  earnings  Air  Reduction 
will  report  for  the  March  quarter  can 
be  less  significant  than  the  new  com- 
plexion of  this  diversified  manufac- 
turer whose  business  is  basically  re- 
lated to  the  nation's  durable  goods 
output.  After  declining  about  50%  in 
the  past  five  years,  prices  have  stabi- 
lized and  increased  in  the  industrial 
gas  business,  which  accounted  for 
23.5%  of  1969  sales.  As  a  result,  this 
division  should  contribute  consider- 
ably more  profits  than  was  the  case 
last  year.  Although  the  carbon,  graph- 
ite and  related  products  division, 
which    contributed    13.5%    of    sales, 

Mr.   Lurie  is  a   partner  in  the  New  York  Stock  Ex- 
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reached  an  all-time  record  last  year 
(this  business  is  basically  tied  to  elec- 
tric furnace  steel  output),  1970  prof- 
its should  improve  since  the  company 
will  be  free  of  a  four-month  strike 
which  is  estimated  to  have  cost  10 
cents  a  share  in  1969.  Air  Reduction 
is  making  a  major  investment  in  an 
electron  beam  hearth  refining  steel 
plant,  which  can  produce  a  unique, 
nickel-free  high  chromium  stainless 
steel.  If  present  hopes  are  realized, 
this  operation  could  be  a  profits  con- 
tributor in  the  second  half  of  1970 
and  a  significant  one  next  year. 

No  question  about  it,  Air  Reduc- 
tion is  more  a  cyclical  than  a  chemical 
company.  Rut  I  see  some  new  pluses, 
and  a  past  debit  in  the  form  of  a  raw 
material  contract  with  one  of  the  ma- 
jor chemical  companies  has  changed 
via  a  new  and  much  more  favorable 
contract.  With  full-year  earnings  like- 
ly to  approximate  the  $1.80  of  1969, 
Air  Reduction  (around  19,  paying  80 
cents)  is  an  interesting  speculation. 

future  Prospects 

Similarly,  I  believe  the  AMBAC  In- 
dustries first-quarter  earnings  decline 
has  been  recognized  in  going  prices 
under  14  (1970  range,  21-13).  The 
year-to-year  comparisons  should  im- 
prove in  the  second  half,  and  full-year 
earnings  might  equal  or  slightly  ex- 
ceed last  year's  $1.52  per  share  profit 
($1.50  in  1968).  The  electrical  prod- 
ucts division,  for  example,  which  is 
tooling  up  for  new  contracts,  should 
be  running  at  a  60%  higher  annual 
rate  of  sales  in  the  second  half  than 
the  first,  with  a  consequent  sharp 
earnings  swing.  Another  division, 
which  is  understood  to  have  lost  over 
40  cents  per  share  before  taxes  last 
year  and  which  will  be  minimally  in 
the  red  in  the  first  half  of  1970,  should 
be  comfortably  in  the  black  in  the 
second  half  of  the  year. 

My  original  interest  in  AMRAC  was 
on  the  basis  that  while  1970  would  be 
an  essentially  flat  year,  the  company 
had  changed  its  character  and  earn- 
ings should  trend  sharply  upward  in 
coming  years.  This  premise  still  holds 
good.  With  steps  being  taken  to 
strengthen  the  company's  currently 
tight  financial  position,  it  seems  to  me 
that  AMBAC  is  an  interesting  long- 
term  speculation.  ■ 
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Tho  Batlmahn  Archive 


Wanna  buy  a  duck? 


Anyone  who's  known  it  at  its  best  will  acknowledge  that  a  duck 
can  be  a  dish  to  remember  when  all  other  fowl  have  been  for- 
gotten. It  so  happens  that  a  few  restaurants  in  New  york  City 
are  capable  of  serving  up  a  very  tasty  one.  These  restaurants 
exist  side  by  side  with  others  masquerading  as  purveyors  of  fine 
duck  but  in  reality  not  knowing  what  this  delicacy  is  all  about. 
Quacks,  you  might  say. 

Since  many  businessmen  are  making  vital  business  decisions 
these  days  over  lunch  or  dinner  in  Manhattan  restaurants, 
Forbes  believes  these  gentlemen  should  be  aware  of  which 
restaurants  will  offer  them  a  tasty  bird,  and  in  which  others 
they  themselves  are  likely  to  get  plucked.  Which  is  why  there's 
a  need  for 

FORBES  MAGAZINE'S  RESTAURANT  GUIDE 

It.  has  recently  become  evident  that  from  a  businessman's 
point  of  view  there's  a  serious  lack  of  available  information  on 
where  to  wine  and  dine  in  New  York  City  with  some  assurance 
of  getting  value  for  at  least  a  portion  of  the  money  spent.  And 
since  many  restaurants  charge  prices  high  enough  to  cover  the 
purchase  of  a  duck  farm  instead  of  a  duck  dinner,  Forbes  be- 
lieves a  businessman  should  invest  his  money  wisely.  So  Forbes 
Magazine's  Restaurant  Guide  covers  all  the  prime  considera- 
I  Uons:  the  food,  the  drinks,  the  service,  the  decor,  the  clientele, 
the  prices,  and  then  some.  Publication  began  with  our  January 
9  issue. 

Forbes  Magazine's  Restaurant  Guide,  a  weekly  publication, 
carries  what  are  probably  the  most  candid  reviews  ever  written 
about  the  New  York  restaurant  scene.  Reviewers  are  Forbes 
editors  who  have  travelled  widely,  have  a  demonstrated  inter- 
est in  fine  food,  and  show  reverence  for  neiiher  publicity  nor 
^  reputation.  They  evaluate  each  restaurant  as  if  it  were  a  com- 
\  pletely  unknown  quantity  being  judged  for  the  first  time.  They 
I  range  the  city  in  search  of  their  subject  matter,  and  they  review 
I  five  or  six  restaurants  in  every  issue.  But  no  review  is  ever  v/rit- 
ten  until  at  least  two  editors  have  visited  a  restaurant  and  com- 
pared impressions. 


Restaurants  are  rated  by  Forbes  Magazine's  Restaurant 
Guide  according  to  rigorous  Forbes  standards.  These  ratings 
range  from  minus  two  stars  to  a  very  rare  four  stars.  The  ulti- 
mate consideration  is  the  food  itself.  No  restaurant  will  ever 
receive  a  higher  rating  than  the  food  deserves. 

The  Restaurant  Guide  sells  at  $36  for  52  issues.  But  you  can 

ENTER  A  CHARTER  SUBSCRIPTION  FOR  ONLY  $24 

Find  out  for  yourself  how  important  a  business  asset  Forbes 
Magazine's  Restaurant  Guide  can  be.  Fill  out  and  mail  the  fol- 
lowing coupon  today,  and  join  our  rapidly  growing  nuijiber  of 
charter  subscribers.  But  this  offer  is  too  good  to  last  forever. 
Subscribe  today  and  you'll 

SAVE  YOURSELF  $12  AND  FROM  FOUL  DUCKS! 
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Forbes  Magazine's 

60  FIFTH  AVENUE,  NEW  YORK,  N.Y.  10011 

Please  send  me  Forbes  Magazine's  new  Restaurant  Guide  for  one  year 
(52  weekly  issues  covering  over  200  restaurants).  I  understand  I  am 
entitled  to  your  "Charter  Subscriber"  rate  of  $24  annually  instead  of 
the  regular  $36  rate. 

□  $24  enclosed  ( 2  extra  issues )  n  BiU  me 
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A  NO-LOAD  Mutual  Fund 

ROWE  PRIOE 

NEW  ERA 
FUNDING 

Objective:  Capital  Appreciation.  The 

Fund  will  seek  capital  growth  in  any 
industry'  but  it  believes  opportunities 
are  especially  promising  in  companies 
engaged  in:  Real  Estate  •  Natural 
Resources  Development  •  Scientific 
and  Technological  Research  and 
Development  •  Consumer  Services 

NO  SALES  CHARGE 

Mail  coupon  for  free  prospectus 


Rowe  Price  New  Era  Fund,  Inc. 

One  Charles  Center,  Dept.  C 

Baltimore,  Maryland  21201  (301)  539-1992 


Name_ 


Address. 
City 


.State. 


Zip  Code. 


How  to  gain  the 

advantages  of 

investment 

management  for  a 

$5,000  to  $50,000 
portfolio 


If  you  have  saved  or  acquired  $5,000  to 
$50,000,  you  naturally  want  to  make  your 
capital  grow.  But  you  may  actually  be  losing 
ground  due  to  inflntion  and  taxes. 

To  help  solve  this  problem,  clients  in  55 
countries  have  placed  their  accounts  under 
The  Danforth  Associntes  Investment  Man- 
agement Plan,  a  unique  program  originally 
developed  by  a  Boston  family  to  manage 
its  own  common  stock  investments. 

As  in  any  investment  program,  losses  do 
and  will  occur.  However,  the  plan  thus  far 
has  proved  especially  efficient  in  providing 
continuing  capital  growih  supervision  for 
individual  portfolios  starting  with  from 
$5,000  to  $50,000  in  cash  or  securities. 

For  a  complimentary  copy  of  a  42-page 
report  describing  this  tested  plan  and  its 
complete  10-year  "performance  record," 
simply  write  Dept.  L-66. 

THE  Danforth  Associates 
Wellesley  hills,  Mass.,  U.S.A.  oaiSi 

Investment  Managemrnt    .    Incorporated  1936 


OVERSEAS  COMMENTARY 

By  George  J.  Henry 


Growth  &  Stability  In  Mexico 


Mexico  seems  to  have  a  special  ap- 
peal for  the  American  tourist.  It  com- 
bines geographic  proximity  with  the 
charm  of  an  alien  culture.  Mexico  also 
has  a  special  fascination  for  the  Amer- 
ican investor.  After  a  pleasant  vacation 
south  of  the  border,  people  sometimes 
are  intrigued  by  the  investment  pos- 
sibilities of  this  neighbor  where  growth 
is  evident  at  an  everaccelerating  pace. 

The  country  is  politically  stable,  and 
its  social  legislation  tends  to  further 
the  growth  of  the  middle  classes  (so 
sadly  absent  in  most  of  Latin  Amer- 
ica) and  improve  the  lot  of  the  work- 
ing classes.  While  Mexico  had  its  prob- 
lems in  the  postwar  years,  for  the  last 
decade  the  peso  has  been  a  strong 
currency.  Industrial  development  cou- 
pled with  ever-decreasing  air  fares— 
which  should  encourage  even  more 
Americans  to  visit  the  country— will,  if 
anything,  improve  the  stature  of  Mexi- 
can currency  in  the  future. 

Historically,  Mexico  has  been  known 
for  the  high  interest  rates  obtained  on 
fixed-interest  investments.  These  inter- 
est rates  are  still  high,  but  they  have 
tended  to  stabilize  in  recent  years, 
while  interest  rates  in  the  U.S.  and 
other  developed  countries  have  tended 
to  increase.  This  has,  of  course,  made 
Mexican  bonds  and  short-term  notes 
somewhat  less  attractive.  However,  in- 
vestment opportunities  are  still  avail- 
able. A  detailed  article  on  fixed-in- 
terest Mexican  investments  will  be 
presented  in  the  very  near  future. 

A  Broad  Investment 

Regular  readers  of  this  column  may 
have  noticed  that  I  generally  advocate 
investment  in  the  major  banks  of  a 
country  as  a  means  of  obtaining  a  good 
participation  in  the  entire  economic 
growth  of  the  country.  This  has  al- 
ways been  my  attitude  as  far  as  Ger- 
many is  concerned,  where  the  banks 
have  large  direct  investments  in  equi- 
ties. Perhaps  no  better  means  of  in- 
vesting with  relative  safety  and  en- 
joying a  participation  in  the  general 
growth  of  the  country  can  be  found 
than  through  purchase  of  the  shares 
of  Banco  Nacionol  dc  Mexico.  This 
stock  has  been  recommended  on  sev- 
eral past  occasions  in  this  column,  and, 
in  spite  of  the  fact  that  its  present 
price  of  8)4  is  well  below  its  high  of 
the  last  few  years,  those  who  bought 


on -previous  recommendations  are  able 
to  show  handsome  profits. 

Banco  Nacional  is  the  largest  bank 
in  Mexico  and  has  about  200  branch 
offices,  including  its  overseas  offices.  It 
is  active  in  all  phases  of  commercial 
banking,  including  the  maintenance  of 
checking  and  savings  accounts,  busi- 
ness loans,  mortgages,  foreign  ex- 
change transactions,  and  other  facets 
of  monetary  management  associated 
with  commercial  branch  banking 
throughout  the  world.  In  addition, 
rather  like  the  German  banks  but  un- 
like the  large  banks  of  the  U.S.,  banks 
in  Mexico  are  members  of  the  stock 
exchange;  they  engage  in  security 
transactions  for  their  clients,  are  in  the 
new-issues  business,  and  undertake 
long-term  direct  investments  in  indus- 
trial enterprises.  Needless  to  say,  their 
potential  in  participating  in  the  gen- 
eral growth  of  the  country  is  unique. 

Banco  Nacional  has,  of  course,  the 
advantage  of  being  the  largest  bank, 
and  its  stock  enjoys  a  good  market  in 
the  U.S.  Its  growth  has  been  steady: 
Profits  in  1968  were  $1.04  per  share, 
$1.15  in  1969.  The  first  two  months 
of  this  year  started  oft  with  a  real 
bang,  with  profits  up  about  25%  from 
the  comparable  figures  of  a  year  ago. 
Profits  for  1970  at  $1.30  per  share 
would  appear  to  be  a  conser\'ative  es- 
timate. An  annual  dividend  of  48  cents 
has  been  paid  for  many  years,  giving 
a  yield  of  about  5%%.  At  the  current 
price,  the  stock  is  selling  at  about 
seven  times  earnings. 

For  those  with  limited  means  who 
are  seeking  a  sound  way  of  participat- 
ing with  a  minimum  of  risk  in  the  fu- 
ture growth  of  our  southern  neighbor, 
an  investment  in  Banco  Nacional  de 
Mexico  is  as  good  a  way  of  achieving 
this  objective  as  any  that  I  know. 

Tek'fonos  de  Mexico  is  very  actively 
traded  in  New  York  in  the  form  of 
American  Depositary  Receipts.  Re- 
grettably, Banco  Nacional  does  not 
come  in  ADRs;  it  is  available  only  in 
the  original  Mexican  shares.  The  yield 
on  Telefonos  is  substantially  higher  than 
on  Banco;  the  stock  is  selling  at  7X 
and  it  pays  about  80  cents  annually. 
However,  while  a  very  attractive  hold- 
ing with  high  yield  and  some  growth 
potential,  it  does  not  ofter  the  partici- 
pation in  the  general  development  of 
Mexico  that  Banco  does.  ■ 
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YOU  MAY  FIND 

IT  PROFITABLE  TO  SEE 

WHAT'S  HAPPENING  AT 

THESE  COMPANIES 


The  second  Forbes  Annual  Report  Advertising  Section 

can  lead  to  hours  of  gainful  reading  for  you. 

It's  full  of  capital  ideas. 


The  companies  in  this  Annual  Report  Section  are  of  excellent  reputation, 
and  their  annual  reports  should  make  provocative  reading.  Many  a 
profitable  portfolio  begins  with  someone  simply  reading  an  annual  report. 

To  request  any  report  that  interests  you,  just  encircle  the  number  of  the 
company  on  the  postcard.  Your  requests  will  be  handled  directly  by  the 
company  or  companies. 


AMP 
Incorporated 

1st  Quarter  1970  sots  m-vv  hijihs: 
16'^  \lAh\  in  Sales;  lO'i  in  Earnings. 
Cirowth  Thru  New  Produtts — 

1969  1968  1963  1958 

Sales  (In  Millions) 
$211.3       .S167.2       S82.8^        $31.4 

Earninjis/Share* 
$1.98  $1.33  $.70  $.21 

Worldwide  Diversification  —  over 
30,000  electrical/electronic  connec- 
tion items— tens  of  thousands  of 
customers  in  various  growing  fields 
here  and  abroad. 


Aeronca,  Inc. 

Earnings  were  up  58%  in  1969  over 
the  previous  year,  and  per  common 
share  earnings  went  from  78«'  to 
$1.16.  Sales  were  up  8%  and  81%  of 
these  sales  were  in  commercial 
fields  as  compared  to  66%  in  1968, 
and  the  backlog  increased  25%  to 
nearly  $80  million.  Environmental 
Control  products  and  systems  mar- 
keted nationally  and  abroad,  com- 
mercial aircraft  structures,  and  in- 
dustrial products  .including  major 
machine  tools  comprise  Aeronca's 
expanding  fields  of  endeavor. 


American  Motor 
Inns,  Inc. 

Operating  32  Holiday  Inns,  Maine 
to  N.  Carolina.  Constructing  7  new 
inns,  planning  additional  10  in- 
cluding St.  Thomas,  V.I.  Incorpo- 
rated subsidiaries:  American  Motel 
School  ( Motel  Management  Train- 
ing); Universal  Communications 
Systems  (Leasing  Telephone  Sys- 
tems to  Hotels,  Motels  &  Busi- 
ness); American  International 
Schools  (Diversified). 


Ameron,  Inc. 

Newly-named  Ameron,  Inc.  be- 
came listed  on  the  NYSE  on  Feb- 
ruary 17,  1970  with  the  ticker  sym- 
bol AMN.  This  company,  with 
1969  sales  of  $121  million,  is  com- 
posed of  four  product  groups- 
Pipe,  Steel,  Construction  Products 
and  Corrosion  Control— and  active- 
ly participates  in  such  important 
areas  as  pollution  control,  housing 
and  urban  development,  transpor- 
tation and  the  conservation  of  nat- 
ural resources. 
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Arkansas  Best 
Corporation 

Fuent  of  one  of  the  nation's  most 
elHcient  motor  freight  carriers,  Ar- 
kansas-Best Freight  System,  Inc., 
this  Company  has  extended  an  un- 
interrupted growth  record  with 
contributions  from  its  newer  furni- 
ture manufacturing  activities,  com- 
puter and  financial  services.  Rev- 
enues for  1969  cHmbed  20% 
to  $57,.386,160,  while  earnings 
jumped  29%  to  $4,200,879.  The 
Company's  Common  Stock  is 
listecl  on  the  American  Stock  Ex- 
change. 
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D.  H.  Baldwin 
Company 

Baldwin's  107th  year  ended  with 
the  highest  earnings  in  the  com- 
pany's histoiy,  up  20%  over  1968, 
due  principally  to  strong  growth  in 
the  financial  services  segment  of 
the  business.  Baldwin  is  traded  on 
the  American  Stock  Exchange. 


Tiie  Buehler 
Corporation 

has  achieved  a  72  percent  increase 
in  sales  in  the  last  five  years.  It  has' 
expanded  its  unique  skill  for  'the 
manufacture  of  high  precision  aero- 
space power  transmission  systems 
into  commercial  markets.  Corpo- 
rate objectives  call  for  furthering 
planned  transition  from  a  position 
of  leadership  as  a  job  shop  manu- 
facturer of  precision  products  to  a 
leading  position  as  a  manufactur- 
ing concern  with  total  integrated 
capabilities. 
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Claris  Oil 
and  Refining 
Corporation 

Clark  Oil  and  Refining  Corpora- 
tion is  the-  largest  independent 
marketer  and  refiner  of  gasoline  in 
the  Midwest,  with  about  1500  serv- 
ice stations  serving  an  11-state 
area.  It  is  active  in  crude  oil  and 
natural  gas  exploration  and  pro- 
duction. The  company  also  has  in- 
terests in  the  chemical  and  pipe- 
line industries.  Its  stock  is  listed 
on  the  New  York  Stock  Exchange. 


Boston 
Edison  Co. 

1969  saw  new  record  kilowatt  hour 
sales  . .  .  earnings  per  share  of 
$3.10,  up  from  $2.90  .  .  .  revenues 
surpassing  $200,000,000  for  the 
first  time  .  .  .  52%  completion  of  a 
650,000  kw.  power  plant.  New 
peaking  turbines  to  add  another 
100,000  kw.  capacity.  Extensive 
use  of  computers  ...  a  contin- 
ued commitment  to  environmental 
problems  including  a  substantial 
pollution  control  program  and  ded- 
ication to  research  and  develop- 
ment. Record  Edison  territory  hour- 
ly peak  established. 


E 


11 


Computer 
Communica  tions, 
Inc. 

Computer  Communications,  Inc. 
is  a  California-based  corporation 
that  develops  and  supplies  total 
computer-communications  systems. 
CCI  provides  systems  architecture 
and  management,  systems  engi- 
neering, software  development, 
and  installation  support.  It  designs 
and  manufacturers  a  product  line 
including  remote  data  stations, 
mini-computers,  and  digital  com- 
munications devices  used  in  its  to- 
tal svstems. 


Brockway  Glass 
Company,  Inc. 

Brockway  is  an  important  factor 
nationally  in  the  packaging  in- 
dustiy  with  1969  volume  over 
$170,000,000.  16  major  plants  pro- 
duce glass  containers,  rigid  and 
flexible  plastic  containers  and  glass 
tubing  and  vials.  Shareholders 
have  been  paid  cash  dividends 
cacii  year  since  1927. 
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Consolidated 
Freight  ways,  Inc. 

Long  known  as  the  nation's  leading 
motor  freiglit  company.  Consoli- 
dated Freightways,  Inc.  also  has  an 
important  share  of  the  fast  grow- 
ing market  for  big  diesel-powered 
highway  trucks  and  tractors.  With 
manufacturing  sales  up  21%  and 
total  sales  up  16%  to  $450,557,000, 
1969  was  another  record  year. 
Net  income  advanced  8%  to 
$14,425,000,  and  earnings  per 
share  were  $2.59  vs  $2.41  the  year 
before. 
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Consolidated 
Natural  Gas 
Company 

Gas  sales  increased  65?  and  rev- 
enues 8%  during  1969  in  Consoli- 
dated's  heavily  industrialized  serv- 
ice areas  in  Ohio,  New  York,  Penn- 
sylvania and  West  \'irginia.  CNG 
serxes  1.400,000  retail  customers 
and  a  like  number  indirectly 
through  wholesale  sales  to  nonaf- 
filiated companies.  Earnings  were 
S51  million  or  S2.70  a  share,  com- 
pared with  S46  million  and  S2.45  a 
share  in  1968. 
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Dlebold, 
Incorporated 

Company  is  leading  manufacturer 
of  security  and  customer  ser\'ice 
equipment  for  l)anks  and  financial 
institutions  ...  is  also  prominent  in 
business  systems  equipment,  infor- 
mation retrieval  systems,  and  ma- 
terials handling  equipment.  Sales 
for  1969  reached  8117,962,689, 
compared  to  8100,486,355  in  1968; 
earnings  in  1969  were  $2.31  per 
share,  compared  to  $1.62  per  share 
in  1968.  Report  indicates  compara- 
ble progress  expected  during  1970. 
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Continental  Can 
Company 

l.argest  manufacturer  of  packaging 
(metal,  paper,  paperboard,  plastics 
and  composite  materials).  Product 
line  also  includes  glass  and  paper 
tableware  and  other  products.  1969 
sales  were  SI. 78  billion,  net  earn- 
ings S90  million  .  .  .  triple  thosi'  a 
decade  ago.  Sixth  consecuti\e  >ear 
of  record  sales,  earnings  and  divi- 
ilends. 
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Dominion 

Bankshares 

Corporation 

During  1969  Dominion  established 
its  position  as  a  major  statewide 
banking  organization.  It  now  op- 
erates 53  offices,  strategically  lo- 
cated to  participate  in  the  exciting 
economic  growth  occurring  in  Vir- 
ginia. Income  Before  Securities 
Gains  and  Losses  amounted  to 
$2.50  in  1969,  up  29.5!?.  The  cur- 
rent annual  dividend  rate  is  $1.20. 
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Cubic 
Corporation 

\  homogenized  electronics  com- 
pany serving  numerous  industrial 
and  defense  markets.  Sales  in  1969 
grew  24!?,  exceeding  $35  million, 
while  earnings  rose  14'/?.  In  1968 
Cubic  sales  were  53'/?  higher  than 
the  pre\ious  year  and  earnings  in- 
creased 31'/?.  The  company  is  fi- 
nancially strong  with  $17  million  in 
working  capital.  Cubic  has  been 
listed  on  the  American  Stock  Ex- 
change since  1959. 
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ESB  Incorporated 

Pioneer  and  largest  producer  of 
batteries  and  packaged  power  sys- 
tems, including  Ray-O-Vac  dry  cell 
batteries,  flashlights,  lanterns.  Ex- 
ide  and  WiUard  industrial,  missile, 
space  and  automotive  batteries. 
Fractional  liorsepower  electric  mo- 
tors, power  and  communication 
systems,  personal  safety  equip- 
ment, corrosion  resistant  materials, 
plastics.  69  years  of  continuous 
dividends.  Because  of  fiscal  year 
change,  report  will  be  mailed  in 
June. 


•ti'l-  V.ii) 
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Datatron,  Inc. 

Manufacturers  of  computer-con- 
trolled IC  testers,  IBM  compati- 
ble disc  packs,  digital  data  sys- 
tems, broadcast  editing  systems, 
and  timing  instrumentation.  Data- 
tron  (OTC)  has  achieved  drama- 
tic internal  and  congeneric  growth 
in  less  than  three  years  .  .  .  from 
seven  to  currently  more  than  410 
employees. 

Net  Sales    Net  Income 

1968  $    736,370     $  28,033 

1969  82,179,227     8203,672 
EST    1970   89,000,000     8750,000 
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Easco  Corp. 

In  its  1969  Annual  Report,  Easco, 
formerly  Eastern  Stainless  Steel 
Coi^poration,  reviews  the  continuing 
favorable  eff^ect  of  the  company's 
plan  to  lessen  its  dependence  upon 
stainless  steelmaking  and  metals 
distribution.  Five  new  operating 
groups— /orgec?  products,  alumi- 
num, industrial  components,  engi- 
neering services  and  international 
operations— were  formed  over  the 
past  three  years  and  contributed 
more  than  60%  of  Easco's  1969  oper- 
ating income.  Net  sales  of  $183,- 
753,000  were  up  17.6%,  with  income 
from  operations  of  $5,569,000  up 
11.1'/?. 
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Engelhard 
Minerals  & 
C^iemlcals  Corp. 

ucst  known  for  its  precious  metals 
refining  and  manufacturing,  this 
company  also  is  a  major  processor 
of  non-metallic  minerals,  a  supplier 
of  more  than  100  ores,  minerals  and 
metals  to  industry.  It  reported  rec- 
ord volume  and  earnings  for  1969 
and  also  did  a  review  of  the  decade 
which  showed  an  uninteriiipted 
increase  in  volume,  earnings  and 
other  important  financial  indices  for 
the  past  10  years. 


/-  T-E  Imperial 
Corporation 

Growth  company  reports  net  sales 
at  all-time  high  of  $283.6  million, 
also  substantial  gain  in  earnings. 
Report  delineates  recent  acquisi- 
tion progress  and  plans.  Strength 
.seen  in  diversity  of  domestic  and 
foreign  markets  for  broad  lines  of 
electrical  equipment  and  fluid-con- 
trol products. 
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Gartock'. 


Oarlock,  Inc. 

Foremost  producer  of  engineered 
components  for  all  industry,  Gar- 
lock's  earnings  per  share  increased 
at  a  compounded  rate  of  26  per 
cent  from  1961  through  1969.  Re- 
porting the  "best  year"  in  a  83- 
year  history,  the  New  York  Stock 
Exchange-listed  company's  1969 
sales  were  $75  million,  net  income 
was  $3.4  million  and  per  share 
earnings  were  $1.75. 
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FORBES:  where  good  stockholders  get  together 

The  companies  in  these  pages  have  some  facts  and  figures 
they  feel  will  interest  you.  They're  making  their  annual 
reports  available  to  FORBES  readers  simply  for  the  asking. 

There's  a  reason.  They  recognize  that  FORBES  readers  are 
very  knowledgeable  people  on  the  subject  of  investments. 
The  1970  Simmons  Study  tells  us  FORBES  has  the  highest 
concentration  of  readers  receiving  investment  incomes  of 
all  63  publications  measured  in  the  Study. 

Fill  in  the  card  included  with  this  section  to  request  all 
those  annual  reports  that  interest  you.  FORBES  wishes  you 
profitable  browsing. 
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GIfford-HIII 

&  Company,  Inc. 

is  offering  its  first  annual  report  as 
a  publicly  held  company.  Estab- 
lished in  1926,  the  company  manu- 
factures and  markets  construction 
materials,  concrete  pipe  and  agri- 
cultural irrigation  systems.  The 
company  also  operates  a  specialized 
trucking  division.  Gifford-Hill  & 
Co.,  Inc.  with  plants  or  offices  in 
19  states  and  headquartered  in 
Dallas,  ranks  37th  in  size  of  cor- 
porations headquartered  in  Texas. 
Sales  in  1969  reached  $81.6  million. 
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Industrial 
Bancorp,  Inc. 

A  holding  company  having  the  In- 
dustrial National  Bank  of  Rhode 
Island  as  principle  subsidiary. 
Other  affiliates  include  a  data  proc- 
essing firm  and  a  real  estate  invest- 
ment and  development  company. 
In  1969  the  corporation  reported 
net  income  of  $9.3-million  or  $1.94 
per  share  compared  witli  $6.9-mil- 
lion  or  $1.44  per  share  in  1968. 
Stock  is  traded  on  the  New  York 
Stock  Exchajige. 
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Grolier 
Incorporated 

Now  in  its  75th  year,  this  publisher 
of  tlie  Encyclopedia  Americana 
and  the  New  Book  of  Knowledge 
is  a  major  growth  company  witli 
diversified  operations.  It  is  de\el- 
oniug  moliile  home  parks  and  mod- 
ular home  communities.  It  is  the 
worlds  largest  producer  of  water 
skis.  Profits  in  1969  rose  27%  to 
$10.7  million  ($2.26  a  share)  on 
sales  of  $207  million. 


Informatics  Inc. 

Informatics  Inc.,  a  computer  .soft- 
ware product  and  services  firm, 
has  offices  in  major  U.S.  cities  and 
in  Europe.  Informatics  implements 
modern  data  handling  systems  and 
de\elops  computer  communica- 
tion systems  for  large  financial, 
commercial  and  governmental  or- 
ganizations. The  Company's  major 
software  product,  the  MARK  IV 
File  Management  S>stem,  has  •in- 
stallations throughout  the  USA  and 
in  24  foreign  countries. 
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International 
Controls  Corp. 

International  Controls  Corp.,  a 
growth  oriented,  technological 
manufacturer  of  electronic  and 
electro-mechanical  components  and 
control  sNStems,  monolithic  aircraft 
structural  parts  and  other  tech- 
nically sophisticated  devices,  pri- 
marily serves  the  air  transportation, 
industrial  automation,  commu- 
nications, data  processing,  construc- 
tion and  government  markets. 
Sales  in  1969  exceeded  S10.5  mil- 
lion, up  from  S67  million  in  1968. 
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Lowe's 
Companies,  Inc. 

Lowe's  internal  earnings  per  share 
growth  rate,  compounded  annual- 
ly, is  22%  for  the  past  12  years, 
24%  for  the  last  six.  What  will  hap- 
pen when  its  major  market,  the 
currently  depressed  housing  indus- 
try, achieves  the  explosive  growth 
widely  predicted  for  the  70's? 
Lowe's  Cyhernetwork  describes  its 
unique  corporate  life-style.  Includ- 
ed in  Baby  Blue  Chips  by  Forbes 
in  1966,  and  A  New  Look  at 
Groicth  by  Merrill  Lynch  in  1969. 
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Jebco,  Inc. 

Jebco,  Inc.,  establisheil  in  1956, 
has  experienced  in  the  past  dec- 
ade a  threefold  sales  increase  and  a 
twentyfold  gain  in  earnings.  A  con- 
tract manufacturer  of  fabricated 
metal  products  for  industry'  and 
government,  Jebco  is  exploring  the 
manufacture  and  licensing  of  new- 
type,  varial)le  speed,  constant  fre- 
(luency  electrical  generators  for 
laboratory,  aircraft  and  electronic 
markets.  Jel)ct)  common  stock  is 
trailed  on  the  National  Stock  Ex- 
change. 


m  Gm-i..  v  inc  ritjt  A/inu«i  R«p(xl 


33 


Media  General 

Mecha  Ceneral,  a  communications 
giant  less  than  one  year  old  has 
corporate  roots  more  than  100 
\ears  old  through  its  parent  com- 
pany, Richmond  Newspapers.  Prop- 
erties include  Richmond,  Tampa, 
Winston-Salem  newspapers;  tele- 
vision, radio  and  cablevision  inter- 
ests in  Virginia  and  Florida.  Plans 
are  underway  to  acquire  New  Jer- 
sey's largest  newspaper  and  unique 
waste-paper-to- newsprint  conver- 
sion mills.  Revenue  and  net  earn- 
ings set  new  records  during  1969. 
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Kulicke  &  Soffa 
Industries 


Kulicke  6c  Solla  Industries,  Inc..  is 
the  largest,  independent  produci'r 
of  e(iiiipment  n.sed  in  the  manu- 
facture of  semiconductor  devices. 
For  the  year  ended  September  .30, 
1969,  sales  increased  .57  per  cent 
{)\er  the  previous  year,  vvhik'  earn- 
ings jumped  270  per  cent.  Kulicke 
&  Soffa  is  currently  expanding  its 
product  lines  to  oiler  the  elec- 
tronics industry  an  even  broader 
sc-ope  of  .sophisticated,  highly-re- 
liable production  machinery. 
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N.  Y.  &  Honduras 
Rosario  Min.  Co. 

The  Company,  one  of  the  world's 
leading  primary  silver  producers,  is 
engaged  in  the  mining  of  silver, 
lead,  zinc,  gold,  and  other  non- 
ferrous  metals.  In  addition,  the 
Company  is  engaged  in  the  pro- 
duction of  oil  and  gas  and  is  a  ma- 
jor producer  and  distributor  of 
rock  products  in  Florida  and 
Georgia. 


LILCO 


31 


LILCO  supplies  electricity  and  gas 

to  Long  Island's  Nassau  and  Suffolk 
Counties  and  the  Rockaway  Pen- 
insula in  New  York  City,  one  of  the 
most  dynamic  market  areas  in  the 
nation.  The  estimated  population 
of  this  area  increased  by  49,000  in 
1969  to  2.64  million,  more  than  in 
each  of  24  states.  Retail  sales  ex- 
ceed $6)2  billion,  more  than  in  .32 
individual  states.  LILCO's  earn- 
ings were  .$1.94-per  share  in  1969. 
The  annual  dividend  rate  was 
raised  to  $1.34  in  March  1970. 


NIAGARA  SHARE 
CORPORATION 
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Niagara  Share 
Corporation 

This  diversified  clo.sed-end  invest- 
ment company  is  listed  on  the 
New  York  Stock  Exchange.  The 
41st  Annual  Report  features:  in- 
vestment objectives;  growth  orient- 
ed portfolio;  investment  manage- 
ment record;  distribution  policy 
which  offers  shareholders  a  choice 
of  1 )  a  reasonable  current  cash  re- 
turn, or  2)  an  automatic  reinvest- 
ment plan  to  maximize  capital 
growth. 
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Oneida  Ltd. 
Silversmiths 

\ovv    York    State's    famous    silver- 
niths    manufacture    and    market 
ine     flatware,     holloware,     cutlery 
iiul  melamine  dinnerware  through 
a  world-wide  organization.  A  new 
computer    system,    together    with 
advanced  management  and  manu- 
facturing techniques,  give  the  cor- 
poration greater  flexibility  in  antic- 
ipating all  market  needs  and  have 
resulted  in  record  sales  and  earn- 
ings in  1969. 
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Ramada  Inns,  Inc. 

has  316  inns  with  38,789  rooms 
open  and  under  construction,  a 
five  year  growth  of  197%.  During 
this  period  Ramada  Inns  grew  in 
gross  revenues  from  $18,242,000'to 
$71,243,000,  in  net  income  from 
,$687,000  to  $6,418,000  and  in 
earnings  per  share  from  25^'  (ad- 
justed for  stock  dividends  and 
splits)  to84^ 
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Philadelptiia 

Electric 

Company 

An  investor-owned  utility  serving 
a  2400-square-mile  territory  in 
southeastern  Pennsylvania  and 
northeastern  Maryland  .  .  .  More 
than  $1^2  billion  invested  in  elec- 
tric, gas,  and  steam  facilities  .  .  . 
Outlays  of  an  additional  $1J2  bil- 
lion scheduled  for  construction  dur- 
ing the  next  five  years  .  .  .  Divi- 
dends paid  every  year  since  1902. 


Poloron 
Products,  Inc. 

Recent,  quality  acquisitions  pro- 
vide this  broadly  diversified  leader 
in  leisure-time  products  with  great- 
ly expanded  capabilities.  10  Polo- 
ron factories  in  6  States  produce: 
Mobile  Homes,  Travel  Trailers, 
Tent  Campers,  Outdoor  Products, 
Snowmobiles,  Riding  Lawn  Mow- 
ers, Christmas  Products,  Public 
Seating,  Vinyl  Laminates,  Ordnance 
Materiel.  New  Division  to  produce 
Modular  Homes  for  on-site  assem- 
blv.  Record  net  sales  of  over  $60 
million  in  1969.  Traded  AMEX. 


Pullman  liKOTporated 
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Pullman 
Incorporated 

Pullman  Incorporated  is  a  diversi- 
fied industrial  company  engaged  in 
the  manufacture  and  leasing  of 
transportation  equipment  through 
its  Pullman-Standard,  Trailmobile, 
and  Trajispoit  Leasing  divisions 
and  in  enuinet-riiig  and  construc- 
tion through  its  M.W.  Kellogg  and 
Swiiulell-Dressler  divisions.  1969 
net  income  rose  34"?  to  819,818,000 
or  $4.22  per  share  while  sales  and 
other  revenues  increased  10%  to 
$751,408,000. 


An  annual  report 
is  a  guidepost  to  the  future 

To  a  considerable  extent  any  company  seeking  to 
interest  prospective  investors  has  to  stand  on  past 
performance.  An  annual  report  is  that  record  of 
past  performance.  Are  you  looking  for  a  source  of 
future  earnings?  Look  into  these  annual  reports. 
They  might  predict  a  profitable  future. 
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Richmond  Corp. 

Richmond  Corporation,  a  financial 
services  company  with  assets  ex- 
ceeding $874  million,  is  the  parent 
corporation  of  The  Life  Insurance 
Company  of  Virginia;  Lawyers  Ti- 
tle Insurance  Corporation;  Cooke 
and  Bieler,  Inc.,  investment  coun- 
seling fiiin  headquartered  in  Phila- 
delphia; First  Virginia  Manage- 
ment and  Research  Corporation,  a 
mutual  fund  management  and 
sales  company,  and  Insurance  Man- 
agement Corporation,  a  subsidiary 
established  in  1969  to  develop  a 
network  of  general  insurance 
agencies. 
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Sierra  Pacific 
Industries 

A  Northern  California-based,  inte- 
grated timber  products  manufac- 
turer, Sierra  Pacific  increased  total 
revenues  50  per  cent  in  1969  ( to 
$38.6  million )  while  profits  rose 
more  than  60%  (to  $5.1  million, 
$1.45  a  share).  Diversification  in 
wood-related  lines  (mouldings,  vi- 
nyl-overlay products)  is  in  prog- 
ress; expansion  in  at  least  one 
segment  of  the  housing/shelter 
market  also  is  contemplated  this 
year.  Public  since  June  1969,  SIP 
is  listed  on  tlie  American  and  Pa- 
cific Coast  stock  exchanges. 
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The  Signal 
Companies 

The  Signal  Companies,  Inc.,  with 
1969  sales  of  S1.5  billion,  serves 
the  oil  and  gas,  aerospace  and  air- 
craft, trucking,  steel,  real  estate  and 
construction,  banking,  finance,  leas- 
ing, chemical,  insurance,  pharma- 
ceutical, temperature  control,  and 
computer  industries. 
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Textron 


Textron  reported  record  earnings 
in  1969.  The  new  Annual  Report 
f)utlines  the  company's  priorities 
and  plans  for  growth  in  the  70's. 
It  also  includes  analyses  of  the  four 
product  groups— Consumer,  Indus- 
trial, Aerospace  and  Metal  Prod- 
uct—and  divisional  market   trends. 
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Tfie  Souttiland 
Corporation 

Nation's  largest  operator  and  fran- 
chisor of  7-Eleven  convenience 
food  stores  with  .3,5.37  stores  op- 
erating in  31  states,  D.C.  and 
Canacla.  Also,  operates  121  Gris- 
tede's  stores  in  Greater  N.Y.C.  area 
and  145  Barricini  candy  shops  in 
22  states  and  D.G.  E.xtensive  dairy 
operations  in  22  states  and  D.C. 
1969  revenues  of  •'5826  million,  up 
3.3%  over  1968  with  net  earnings  of 
$12.4  million,  up  33%.  Stock  over- 
the-counter. 


T     heim 

annual  report  1969 
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Toldieim 
Corporation 

Systems  for  the  movement  and 
measurement  of  liquids:  pumps, 
meters,  hose  reels,  electronic  and 
self-service  systems  for  service  sta- 
tions, airport  and  marina  fuelers, 
automotive  electric  fuel  pumps. 
iVo  U.S.,  four  foreign  plants;  in- 
ternational sales  and  service  or- 
ganizations. New  1969  records: 
Sales,  .$36,165,643:  operational 
earnings,  .$1,.331,497  or  $1.96  per 
share.  1970  is  51st  consecutive  year 
of  continuous  dividends. 


^Suburtjan 
Propane 


Suburban 
Propane 
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Record  31%  increase  in  net  income 
reported  for  fiscal  year  ended  Sept. 
30,  1969,  with  earnings  per  share 
up  30%.  Current  annual  dividend 
rate  $1.60  per  share.  Company  dis- 
tributes propane;  prsduces  and 
processes  natural  gas;  refines  and 
markets  petroleum  products;  man- 
ufactures gas  appliances;  recently 
diversified  into  expanding  CATV 
field.  All  areas  indicate  growth  pat- 
tern for  coming  year. 
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TraveLodge 

TraveLodge  is  one  of  America's 
largest  motel  and  motor  hotel 
chains.  There  are  now  nearly  500 
TraveLodge  locations  in  North 
America  and  the  company  has  an- 
nounced expansion  plans  that  will 
add  180  new  TRI-ARC  motor  ho- 
tels to  the  system  during  the  next 
five  years.  Expansion  will  also  take 
place  in  Europe  and  in  Micronesia. 
In  the  fiscal  year  just  ended,  op- 
erating results  rose  to  new  record 
levels  and  this  was  the  sixth  con- 
secutive year  of  increased  earnings. 
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Syntex  Corp. 

Sales  and  earnings  increased  for 
tenth  consecutive  year  during  fiscal 
1969.  Net  income  was  $22,610,000 
on  sales  of  $83,760,000.  Syntex 
spent  $9.5  million  on  research- 
about  half  in  steroid  compounds 
for  prescription  drugs  and  veteri- 
nary products.  Leading  world  mar- 
keter of  anti-inflammatory  drugs 
and  oral  contraceptives.  Recently 
organized  efforts  in  medical  and 
analytical  instrumentation.  Syntex 
also  owns  42%  of  Zoecon  Corpora- 
tion in  insect  hormone  control  field. 
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Unionamerica,  Inc. 

Unionamerica,  Inc.,  a  Los  Angeles 
based  corporation.  Holdings  in- 
clude companies  in  finance-ori- 
ented areas.  Commercial  Banking 
Union  Bank,  total  resources  $2  bil- 
lion plus);  Mortgage  Banking 
( Western  Mortgage  Corporation ) ; 
Insurance  (  Swett  &  Crawford,  Har- 
bor Insurance  Company,  Buffalo 
Insurance  Company  N.Y. );  Com- 
puter and  Information  Sciences; 
Real  Estate,  Venture  Capital. 
Growth  pattern  based  upon  inter- 
nal growth,  acquisition  of  similar 
properties,  and  expansion  into 
new  fields  complementing  present 
activities. 
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United  Inns,  Inc. 

Owns,  operates  18  Holiday  Inns, 
14  Mr.  Pride  Deluxe  Car  Wash 
Centers,  Gaines  Furniture  Manu- 
facturing Co.  Compound  annual 
growth  rate  averaging  4.3%  over 
past  five  years.  Presently  operating 
3451  motel  rooms,  277  rooms  un- 
der construction,  1015  rooms  in 
planning.  Sales  1969,  $23,009,413; 
earnings  $1,718,992,  or  57  cents 
share  before  extraordinary  items  on 
3,088,377  shares  outstanding.  Stock- 
traded  OTC.  Headquarters  205 
Oak  Hall  Building,  Memphis,  Ten- 
nessee 38117. 
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The  Western 
Company 

Largest  independent  oil  field  serv- 
ice company;  offshore  drilling  and 
workover;  established  positions  in 
water  pollution  control,  specialty 
cpnstiuction  materials,  riot  control. 
Beginning  in  1964,  the  Company's 
management  system  was  restruc- 
tured. Between  1964-69,  sales  in- 
creased 60%  and  earnings  per  share 
rose  from  $0.19  to  $0.89.  Western 
is  postured  for  growth  in  the  70's. 


52 


United  Utilities, 
Incorporated 

Operates  United  Telephone  Sys- 
tem, America's  third-largest.  A 
subsidiary.  United  Computing  Sys- 
tems, offers  nationwide  time- 
sharing services.  Other  interests 
include  Rixon  Electronics,  Inc., 
North  Electric  Company,  tele- 
communications equipment  manu- 
facturers and  United  Business 
Communications,  Inc.,  supplier  of 
private  voice  and  data  systems  and 
hardware. 


When  does  an  investor 
become  an  investment? 

When  he  owns  $114,454  in  corporate  stock.  That's 
the  amount  owned  by  the  average  FORBES  sub- 
scriber. It  makes  him  an  excellent  prospect  for 
additional  shares  of  stock.  As  a  man  always  on  the 
lookout  for  a  good  deal,  he  might  well  like  a  look  at 
your  latest  annual  report. 
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USLIFE 
Corporation 

USLIFE  provides  "full  circle"  fi- 
nancial services  nationally  through 
an  11-company  group  in  the  in- 
surance (life,  accident  &  health, 
and  title),  consumer  finance,  mu- 
tual fund  and  investment  manage- 
ment fields,  and  including  a  NASD 
registered  broker-dealer.  Its  1969 
consolidated  after-tax  earnings 
were  $9.4  million,  a  25%  increase 
over  1968.  Total  assets  were 
$473.8  million.  N.Y.  Stock  Ex- 
change symbol:  "USH." 
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The  Wachovia 
Corporation 

One-bank  holding  company.  Sub- 
sidiaries: Wachovia  Bank  and 
Trust  Co.,  X.A.,  Wachovia  Courier, 
Wachovia  Insurance,  Wachovia 
Mortgage,  Wachovia  Optimation, 
Wachovia  Services,  N.C.  Title. 
Bank  largest  in  Southeast;  Corpora- 
tion assets  in  1969  $1,694  billion; 
bank  average  deposits,  $1,253  bil- 
lion. CJdiporation  net  income  $3.02 
per  sliaie  in  1969,  cash  dividend 
$1.00  share. 
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White  Motor 
Corporation 

In  1969  White  Motor  had  record 
sales  and  profits  in  its  heavy-duty 
tiTJck  divisions,  improved  its  con- 
struction equipment  sales  and  prof- 
its, broadened  its  base  in  industrial 
power  and  took  steps  to  reorga- 
nize its  farm  equipment  business. 
Sales  reached  a  new  high  of 
8950,455,000,  although  net  income 
after  extraordinarv  charge  declined 
to  $12,435,000. 
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Winnebago 
Industries,  Inc. 

The  nation's  largest  motor  home 
manufacturer  reported  sales  of 
.S44,96(),686  for  the  fiscal  year 
ended  Februarv  28,  1970.  A  35% 
increase  over  fiscal  1969.  Net  in- 
come after  taxes:  $3,206,142,  a 
32%  increase.  And  net  income  per 
share:  53  cents,  a  26%  increase. 
Industry  forecast  for  1970:  25-30% 
increase  in  motor  home  shipments. 
Winnebago  shipments:  Marcli  1-21, 
up  78%  over  same  1969  period. 
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The  Funds 


Why  Rush- 


The  last  17  months  have  been  a 
nightmare  for  many  mutual  fund 
managers.  But  nobody  at  T.  Rowe 
Price  &  Associates  in  Baltimore  is 
waking  up  screaming  these  nights. 
All  three  of  the  funds  Price  man- 
ages (combined  assets:  S816  mil- 
lion) have  easily  outperformed  the 
bearish  stock  market. 

T.  Rosve  Price  Growth  Stock 
Fund  (S613  million  assets)  actual- 
ly showed  a  2%  gain  for  all  of  1969 
vs.  an  \\%  decline  in  Standard  & 
Poor's  500-stock  index.  Rowe 
Price's  "inflation"  fund,  New  Era, 
declined  just  3?  from  its  January 
1969  initial  price,  and  the  third 
fund.  New  Horizons,  just  1%. 

What's  the  secret?  "We  didn't  do 
a  thing  different,"  says  William  B. 
Thompson,  vice  president  of  the 
management  company.  The  market 
just  caught  up  with  the  way  Price 
thinks.  Price  Growth  benefited,  for 
example,  because  "people  recog- 
nized the  Xeroxes  and  IBMs  and 
Polaroids  and  Disneys  [all  major 
holdings  for  the  fund]  in  1969, 
after  they  ignored  them  in  1968 
when  the  market  play  was  in  the 
smaller  companies." 

Why  didn't  this  have  just  the  re- 
verse effect  on  New  Horizons, 
which  invests  solely  in  small  com- 
panies? "We  didn't  own  a  lot  of 
junk  in  New  Horizons,"  says  Thomp- 
son. "Many  are  the  leaders  in  their 
areas:  Avery  Products,  in  adhe- 
sives;    H&R    Block    in    income-tax 


preparation;  Host  International, 
airport  concessions;  Pinkerton's.  We 
were  not  totally  bailed  out,  how- 
ever. Many  of  the  stocks  we  had 
put  away  for  the  long  pull  turned 
out  to  be  under  weak  ownership. 
When  some  people  wanted  to 
dump  them,  they  did  so  without 
mercy  and  murdered  the  price." 
Examples:  Kentucky  Fried  Chick- 
en and  Planning  Research. 

New  Era  (Forbes,  ]uhj  1,  1969), 
the  Price  group's  newcomer,  still 
had  36%  of  its  assets  in  cash  at  the 
year's  end.  Many  of  the  stocks  it 
bought  fell,  but  the  fund  kept  its 
overall  loss  to  a  minimum  by  dol- 
lar averaging.  Says  Thompson:  "We 
had  the  conviction  to  buy  more 
when  prices  went  down."  Among 
its  biggest  holdings  are  Xerox, 
American  Metal  Climax,  Union  Pa- 
cific and  Hecla  Mining. 

In  an  era  when  in-and-out  trad- 
ing is  in  vogue,  the  Price  organi- 
zation is  kind  of  old-fashioned.  In 
1969,  when  75%  and  100%  turn- 
over was  common  as  fund  manag- 
ers tried  to  outguess  the  market. 
Price  Growth's  turnover  was  20%, 
New  Horizon's  29%. 

"We've  found  there  are  very  few 
stocks  you  miss  by  moving  slowly," 
says  Thompson.  "The  important 
thing  is  to  identify  what  you  want." 

Thompson  does  not  look  for  huge 
gains  once  the  current  bear  market 
comes  to  an  end.  Says  he:  "If  you 
can  go  through  a  sick  market  and 


Change.  Thomas  Rowe  Price,  72, 
a  pioneer  of  the  growth-stock  phi- 
losophy, is  on  a  new  kick  with  New 
Era  Fund.  This  fund  bets  on  con- 
tinuing inflation.  So,  it  has  been 
buying  oil  stocks  while  the  Price 
growth  funds,  from  which  he  has 
retired,  have  been  selling  them. 


not  go  into  the  hole  any  deeper 
than  2%,  3%  or  4%  on  the  next  up- 
swing, you're  working  from  a  much 
higher  base  than  the  fellow  who 
went  down  a  lot.  Some  funds  last 
year  went  down  50%.  In  the  next 
upswing,  those  funds  have  to  show  a 
rise  of  100%  just  to  get  back  out  of 
the  hole."  ■ 


You  Can't  Win  'Em  All 


George  Putnam,  43,  head  of  Bos- 
ton's $2.1-billion-assets  Putnam 
fund  group,  is  undeniably  a  proper 
Bostonian:  His  ancestors  first  set 
foot  on  New  England  in  the  1600s. 
But  that  didn't  stop  him  from  being 
among  the  first  of  the  old-line  fund 
managers  to  bring  out  go-go  funds. 
"It's  not  for  us  to  tell  people  they 
shouldn't  speculate,"  he  says.  "We 
decided  in  1967  that  we  ought  to 
have  a  broad  line.  We  came  out 
that  year  with  a  dual-purpose  fund 
and  Putnam  Equities.  We've  been 
more  or  less  bringing  out  a  fund  a 
year  since."  In  1968  he  launched 
Putnam  Vista,  a  "contra-investing" 
fund  to  buy  out-of-vogue  stocks  and 
special  situations.  Last  vear  it  was 


Putnam  Voyager,  a  leverage  fund. 

"Without  question,"  Putnam  says, 
"these  new  funds  have  been  experi- 
mental in  nature."  The  experiments 
have  not  to  date  covered  the  Put- 
nam name  with  glory.  Last  year 
Putnam  Equities  fell  35%  thereby 
wiping  out  the  big  gain  it  made 
in  1968;  Vista  dropped  29%,  Voy- 
ager 18%.  Thus,  all  three  fared 
worse  than  the  Dow-Jones  indus- 
trial average.  And  all  three  funds 
continue  to  do  poorly  so  far  in  1970. 

Why?  "Our  go-go  funds  acted 
perfectly  normally  for  11  months 
of  last  year,"  Putnam  says.  "But  we 
had  a  disastrous  four  weeks  in 
February  and  March.  We  had  too 
much    money     in     conglomerates, 


Putnam  of  Putnam  Funds 
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NO  SALES  CHARGE 

NO  REDEMPTION  CHARGE 

100%  of  your  money  is 
invested  for  growth  possibilities 
in  the  broad  field  of  ENERGY 

•  nuclear  power  •  electronics 

•  data  processing  •  oil 

•  aerospace 

•  communications,  etc. 
only  $100  initial  investment. 


SELF-EMPLOYED  RETIREMENT  PLANS 

ENERGY  FUND  i$  a  qualified 
Investment  under  Keogh  Act. 


APPROVED  MODEL 
CORPORATE  PROFIT 
SHARING   PLAN 


I 

I 
I 
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RALPH  E.  SAMUEL  fc  CO.,  Olstrlbutor 

Members  N.Y.  stock  Exchange 

55  Broad  St.,  New  York  10004  Dept.F  i 

(212)  344-5300  I 

Please  send  me  the  Free  prospectus  • 

and  literature  on  ENERGY  FUND.  I 

NAME I 

ADDRESS I 

ZIP I 


T.  ROWE  PRICE 
GROWTH  STOCK 
FUHD,m. 

.  U50 

A  NO-LOAD  FUND 

investing  in  stocks 

carefully  selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

HO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


I  T.  Rowe  Price  Growth  Stock  Fund,  Inc. 

I    One  Charles  Center,  Oept.B 
Baltimore,  Md.  21201 

I 
I 
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The  Funds 


and  we  didn't  get  out  in  time." 
Looking  at  the  bright  side,  Put- 
nam sees  these  experimental  funds 
as  a  kind  of  Hghtning  rod  for  his 
bigger  funds.  "The  go-go  funds  took 
all  the  pressure  off  Putnam  Growth 
Fund,"  he  says.  "We're  not  tempted 
to  take  risks  with  that  fund  that  we 
shouldn't  take.  This  protected  it  to 
a  considerable  degree  last  year"— 
when  Putnam  Growth  was  off  15%, 
the  same  as  the  DJI. 

"It  used  to  be,"  Putnam  goes  on, 
"that  a  fund  group  would  become 
enamored  of  an  investment  concept 
for  a  year— the  building  industry, 
the  finance  industry  or  whatever— 
and  would  use  this  concept  through- 
out their  funds.  If  they  were  right, 
all  the  funds  would  do  well;  if  they 
were  wrong,  all  the  funds  would  be 
mediocre.  But  last  year  there  were 
tremendous  differences  among  our 
funds.  It  was  fortunate  that  the 
managers  of  our  older  funds  stuck 
to  their  high-grade  stocks. 

"Our  speculative  funds  are  fol- 
lowing our  other  funds  more  this 
year,  on  the  principle  that  after  a 
period  like  the  one  we've  been 
through,  the  good  stuff  comes  back 
first.  Stuff  like  General  Motors— it's 
so  damn  cheap  now.  Chrysler's 
probably  a  very  good  speculation. 
It's  that  kind  of  stuff  our  little  funds 
are  buying  now  instead  of  wild 
things  you  never  heard  of." 

Bonds,  George? 

Also  a  sign  of  the  times:  "We've 
thought  very  seriously  about  a  bond 
fund."  What  intrigues  George  Put- 
nam is  the  idea  of  investing  in  long- 
term  bonds  that  would  not  only 
yield  upward  of  8%  but  would  also 
provide  a  capital-gains  kicker  if  in- 
terest rates  should  decline  consid- 
erably. Only  one  thing  holds  him 
back:  "Could  you  persuade  people 
to  buy  it?" 

Has  Putnam's  lackluster  showing 
with  off-beat  funds  dulled  his  ap- 
petite for  experimentation?  Don't 
bet  on  it.  He  already  owns  a  con- 
trolling interest  in  a  small  life  insur- 
ance company.  Says  Putnam:  "It's 
logical  to  go  further,  possibly  into 
savings  and  lending  as  well  as  fire 
and  casualty  insurance." 

Which  seems  to  indicate  that  he 
regards  making  a  few  mistakes  as 
better  than  not  trying  anything  new 
at  all.  Probably  an  eminently  sensi- 
ble attitude  in  a  business  growing 
as  fast  and  changing  as  rapidly  as 
mutual  funds.  ■ 


There's  just 

one  thing  worse 

than  finding 

out  about 
cancer. 


Not 
finding  out. 


MONEY 

GROWS 

FASTER 

IN  MEXICO 

Contact  us,  without  obliga- 
tion, for  complete  informa- 
tion on  Mexican  investment 
opportunities.  Supervised 
accounts  offer  unusual  pos- 
sibilities for  capital  growth 
or  secure  monthly  income 
at   10.5%   net   and   higher. 

mexletter 

INVESTMENT  COUNSELHAMBURGO  165 
MEXICO  6.  D.F.     TEL.  5-11-4306 
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READERS  SAY 


(Continued  from  page  9) 
Down  with  Town  Houses? 

Sir:  One  point  is  continually  over- 
looked by  the  developers  of  the  town 
house  and  planned  communities  and  was 
barely  co%ered  in  your  Apr.  1  article 
"Revolution  in  Suburbia."  The  inner  city 
row  homes,  and  even  apartment  houses, 
have  comer  drug  stores  and  groceries 
within  walking  distance.  The  modem 
town  house  is  so  situated  that  it  becomes 
necessary  to  drive  some  distance  to  pur- 
chase even  the  smallest  item.  Hence, 
more  cars  in  an  already  dense  area. 

— Ch.\rles  C.  Miller 
Baltimore,  Md. 

Sm:  Your  article  on  modular  housing 
was  interesting  and  factual.  But  nowhere 
in  the  article  did  I  see  anything  about 
noise.  On  both  sides  in  a  town  house  I 
could  hear  hi-fis,  TVs,  water  nmning, 
kids  running  up  and  down  stairs  and  got 
cooking  smells  through  vents.  Unless 
builders  can  come  up  with  effective  in- 
sulation, I'm  staying  clear. 

—Howard  Leviton 
Rockville,  Md. 

Sir:    I    am    sure    nobody    who    writes 

letters  to  an  editor  passes  up  the  chance 

to  point  out  some  omission,   so  I   won't 

pass  mine  either.  The  point  is  simply  that 

the    single-family    home    probably    will 

continue   to  be   a   very  significant   factor 

in    the    nation's    housing    picture,    along 

with  garden  apartments  and  town  houses. 

— BoYCE  P.  Price 

Executive  Vice  President, 

American  Wood  Council 

Chevy  Chase,  Md. 

John  Q.,  That's  Who 

Sir:  .  .  .  >ou  say  in  "Where's  the  Mon- 
ey Coming  From"  in  your  Fel).  15  issue: 
"Is  the  tax  ( VAT )  passed  on  to  the  con- 
sumer? Probably,  but  not  necessarily  so. 
Because  it  becomes  a  cost  of  doing  busi- 
ness." If  the  cost  of  doing  business  is  not 
paid  for  by  the  ultimate  consumer,  then 
my  concept  of  business  is  sure  wrong. 

—Frank  H.  Bahebs 

•  Wayland,  Mass. 

Disappointed  with  Jersey? 

Sir:  Heinz  H.  Biel's  ludicrous  state- 
ment that  Jersey  Standard's  dividend 
rate  has  only  increased  50%  since  1902 
is  ridiculous.  When  I  first  invested  in 
Jersey,  I  received  S5  per  share  in  divi- 
dends. I  now,  after  splits  6-for-l,  re- 
ceive $22.50  adjusted  per  share  in  divi- 
dends. I  cry  all  the  way  to  the  bank 
about  my  "disappointing"  investment.  I 
Mrtsh  every  investment  I  ever  made  would 
be  as  sour  as  Jersey  Standard. 

—Walter  P.  Ruff 
Hammond,  Ind. 

It  was  a  typographical  error.  The  year 
should  have  been  1962,  not  1902-Ed. 
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THOUGHTS 


•   •   • 


ON  THE 
BUSINESS  OF  LIFE 


The  man  whose  only  aim  is  to  get 
to  the  top  usually  winds  up  at  the 
bottom.  —Arnold  Glasow 


Some  mothers  need  happy  children; 
others  need  unhappy  ones— otherwise 
they  cannot  prove  their  maternal  vir- 
tues. — Friedrich  Nietzsche 


Morality  is  simply  the  attitude  we 
adopt  toward  people  whom  we  per- 
sonally dislike.  —Oscar  Wilde 


Where  profit  is,  loss  is  hidden  near 
by.  —Japanese    Proverb 


Getting  along  with  others  is  the  es- 
sence of  getting  ahead,  success  being 
linked  with  cooperation. 

—William  Feather 


There  was  one  who  thought  he  was 
above  me,  and  he  was  above  me  until 
he  had  that  thought. 

—Elbert  Hubbard 


The  prouder  a  man  is,  the  more  he 
thinks  he  deserves,  and  the  more  he 
thinks  he  deserves,  the  less  he  really 
does  deserve. 

-Henry  Ward  Beecher 


A  little  integrity  is  better  than  any 
career.         —Ralph  Waldo  Emerson 


It  is  ridiculous  for  any  man  to  criti- 
cize the  work  of  another  if  he  has  not 
distingui-shed  himself  by  his  own  per- 
formance. —Joseph  Addison 


Integrity  is  the  first  step  to  true 
greatness.  Men  love  to  praise,  but  are 
slow  to  practice  it. 

—Charles  Simmons 


Integrity  begins  with  a  person  be- 
ing willing  to  be  honest  with  himself. 
— CoRT  R.  Flint 


B.  C.  FORBES 

The  self-respecting  person 
cannot  flout  the  self-respect  of 
others,  cannot  do  unto  others 
what  he  would  resent  having 
done  to  himself,  for  he  who 
wounds  the  self-respect  of  an- 
other thereby  mars  and  scars  his 
own  self-respect.  Without  self- 
respect  there  can  be  no  genuine 
success.  Success  won  at  the  cost 
of  self-respect  is  not  success— 
for  what  shall  it  profit  a  man  if 
he  gain  the  whole  world  and 
lose  his  own  self-respect? 


Virtue  and  decency  are  so  nearly 
related  that  it  is  difficult  to  separate 
them  from  each  other  but  in  our 
imagination.  —Cicero 


Get  place  and  wealth,  if  possible 
with  grace;  if  not,  by  any  means  get 
wealth  and  place. 

—Alexander  Pope 


My  pride  fell  with  my  fortunes. 

—Shakespeare 


There  are  two  principles  of  estab- 
lished acceptance  in  morals;  first,  that 
self-interest  is  the  mainspring  of  all 
our  actions,  and  secondly,  that  utility 
is  the  test  of  their  value. 

—Caleb  Colton 


To    have    a  respect    for    ourselves 
guides  our  morals;  and  to  have  a  def- 
erence for  others  governs  our  manners. 
—Laurence  Sterne 


A  man  capable  of  loving  himself  will 
be  like  a  well-kept  flower  garden- 
productive  and  inspiring  to  others. 

— Marguerette  Gilmore 


The  more  weakness,  the  more  false- 
hood; strength  goes  straight. 

—Jean  Paul  Richter 


Who  will  adhere  to  him  that  aban- 
dons himself?  —Philip  Sidney 


Nature  has  given  us  pride  to  spare 
us  the  pain  of  being  conscious  of  our 
imperfections.       -La  Rochefoucauld 


A  man  has  to  live  with  himself  and 
he  should  see  to  it  that  he  always  has 
good  company. 

—Charles  Evans  Hughes 


The  natural  man  has  a  difficult  time 
getting  along  in  this  world.  Half  the 
people  think  he  is  a  scoundrel  because 
he  is  not  a  hypocrite. 

-E.  W.  Howe 


Self-respect— that  cornerstone  of  all 
virtue.  -John   Hekschel 


A  Text . . . 


Sent  in  by  John  Krato,  Detroit, 
Mich.  What's  your  favorite  text? 
The  Forbes  Scrapbook  of  Thoughts 
on  the  Business  of  Life  is  pre- 
sented  to  senders  of  texts  used. 


We  then  that  are  strong  ought  to  hear 
the  infirmities  of  the  weak,  and  not 
to  please  ourselves.       —Romans  15:1 
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If  your  plant  site  team  tells  you 
Boyport  Is  synergistic, 
here's  what  they  mean. 


Bayport  is  the  industrial  development 
at  the  center  of  the  Southwest's 
chemical  process  industry. 

Already  21  companies  have  plants  or 
sites  in  Bayport  with  a  combined  value 
of  $175  million. 

What  does  that  mean  to  your  firm? 
Your  plant  site  team  will  tell  you  it 
means  synergism.  Synergism  is  one 
reason  this  industrial  development  is  five 
full  years  ahead  of  original  growth 
projections. 

The  map  below  shows  you  the 
Bayport  community.  Site-owners  in  color 
have  facilities  in  operation  or  under 
construction.  Others  are  now  in  pre-con- 
struction  phases. 

Now  that  you  and  your  team  have 
computed  the  growth-by-associ 


opportunities  of  a  Bayport  plant  site, 
consider  these  additional  benefits. 
Bayport  offers  direct  access  to  the 
Houston  Ship  Channel  and  the  Port  of 
Houston.  Next  door  are  NASA's  Manned 
Spacecraft  Center,  the  light  industrial 
parks  and  residential  communities  of 
Clear  Lake  City,  and  the  petrochemical 
complexes  of  the  Texas  Gulf  Coast. 

There  is  a  pipeline  network  connecting 
Bayport  with  other  industrial  areas,  a 
central  waste  treating  plant,  water- 
compelled  transportation  rates,  readily 
available  feed  stocks,  chemicals  and 
low-cost  fuel  and  utilities.  Equally  im- 
portant are  such  existing  developments 
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as  roads,  rail,  and  other  preparations 
that  will  get  your  plant  on  stream 
faster  and  cut  construction  costs.  There's 
also  a  highly  productive  and  dependable 
labor  force  and  a  very  favorable  tax 
structure. 

To  know  more  about  Bayport,  contact 
S.  M.  Whitehill,  Bayport  Industrial 
Development,  Dept.  F-2 ,  Box  2180, 
Houston,  Texas  77001,  Telephone  (713) 
221-3133.  Inquiries  are  kept  in  strict 
confidence,  of  course. 

FRIENDSWOOD  DEVELOPMENT  COMPANY 

A  SUBSIDIARY  OF  HUMBLE  OIL  &  REFINING  COMPANY 

BAYPORT 

UNIVERSITY  PARK 

INDUSTRIAL  PARK  SOUTH 

CLEAR  LAKE  CITY 

KINGWOOD  PROPERTIES 

ROLLINGBROOK 

WOODLAKE 
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The   Bayport  Co 

Site-owners  in  ci 

in  Operation  or  under  construction. 

Others  ore  now  in  pre-construction 

stoges. 


Who's  wearing  the  mask 
in  this  biggest  robbery  in  history? 


A  million  dollar  robbery  rightly  stirs  public  wrath 
and  the  demand  the  money  be  found  and  the  culprits 
be  punished.  Yet  Americans  with  savings  in  banks 
and  in  life  insurance  were  robbed  of  60  billion 
dollars  last  year  because  of  inflation  —  60  billion 
dollars  which  does  no  one  any  good,  which  can  never 
provide  capital  for  new  businesses  and  new  jobs, 
60  billion  which  can  never  assure  independence  for 
the  old  people  who  saved  it,  60  billion  which  can 
never  build  homes  for  young  people,  nor  gifts  to 


schools  and  hospitals  —  60  evaporated  billions. 

Who's  to  blame?  All  governments,  Federal  and 
local,  who  spend  more  than  they  take  in;  all  agencies 
who  waste  your  money  on  boondoggling  and  vote- 
getting;  all  bureaus  more  interested  in  saving  their 
jobs  than  in  saving  this  country's  solvency.  And 
every  American  who  wants  more  than  he  is  willing 
to  produce  and  pay  for. 

Instead  of  writing  your  government  to  give  you 
something,  write  them  to  save  it. 

Source  of  animmt  (see  above)  — 
American,  Institute  for  Economic  Research 


Yams  for  the  tufted  carpet  indus- 
try are  spun  from  synthetic  fibers 
prepared  on  these  Warner  & 
Swasey  SERVO-DRAFTER  and 
PIN-DRAFTER  machines. 


Coil  conversion  equipment  from 
Warner  &Swasey's  Lima  Division 
cuts  sheet  metal  costs. 


THE  WARNER  &  SW^ASEY  COMPANY 

Corporate  Offices 

11000  Cedar  Avenue 

Cleveland,  Ohio  44106 


PRODUCTIVITY  EQUIPMENT  AND  SYSTEMS  IN  MACHINE  TOOLS,  TEXTILE  AND  CONSTRUCTION  MACHINERY 
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To  take  care  of  your  wagon  50  years  ag(v 
all  you  needed  was  oats  for  your  horse  and  a  hammer  and  nails. 

But  today  if  your  wagon  breaks  down^  you  have  to  open  a  repair  shon 
hire  a  couple  dozen  men,  and  shell  out  about  50  grand. 

It's  called  progress. 


Today,  businessmen  get  a  tear  in 
their  eye  when  you  talk  about  horses 
and  wagons  and  hammers  and  nails. 

"Ah,  the  good  old  days,"  they  say. 

Today,  businessmen  get  a  tear  in 
their  eye  followed  by  a  pain  in  their 
stomach  when  you  talk  about  money,  too. 

"Ah,  the  good  old  days,"  they  say 
again,  a  little  more  emotionally  this  time. 

Well,  the  good  old  days  are  over. 

You  can't  repair  your  wagon  for 
the  price  of  hammers  and  nails  anymore. 

After  you  buy  your  equipment,  it 
can  cost  you  a  bundle  to  take  care  of  it. 

But  today,  at  last,  businessmen 
are  beginning  to  get  the  idea  |,tet  there's 
a  better,  easier  way  than  buving  all 
their  equipment.  (This  year,  nwKthan 
10  billion  dollars  worth  of  ecyipmi&nt 
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will  be  leased  by  American  business.) 

This  isn't  any  mystery  to  us. 

After  all,  our  Transportation 
division  has  been  leasing  tank  cars  to 
American  business  for  years. 

(It's  not  just  chance  that  three- 
fourths  of  our  new  tank  car  production 
goes  into  our  lease  fleet.) 

Yet  some  businessmen  still  insist 
on  buying. 

Maybe  they  don't  know  that  if 
they  sign  the  lease,  they  sign  away  their 
service  and  maintenance  problems. 
It  would  take  them  millions  of  dollars 
and  years  of  experience  to  match  our 
service  and  repair  shops. 

Or  that  if  they  sign  the  lease,  they 
never  have  to  worry  about  selling  the  car 
when  they're  through  with  it.  That 
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becomes  our  problem. 

Or  that  if  they  sign  the  lease,  the 
car  is  theirs  for  the  life  of  the  lease, 
not  the  life  of  the  car.  That  way,  as 
innovations  come  along,  they're  in  a 
better  position  to  modernize  their  wholi 
operation  with  new  equipment. 

What's  more,  when  they  work  wit 
us,  they  can  call  upon  any  of  our  other 
divisions  for  assistance  on  any  job. 

It  can  be  for  research.  Or  storage. 
Or  packaging.  Or  even  banking. 

So  now,  perhaps  businessmen  whc 
have  been  led  astray  in  the  past  will 
learn  the  folly  of  their  ways. 

Because  if  they  buy  everything 
today,  they  could  end  up  with  nothing 
tomorrow.  ; 

And  that  isn't  pipgitss. 


General  AnH'ricin  Transportation  Corporation  Chicago,  tlUitois  HoAiti'' 
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Who  Says  New¥)rk's 

Business  Climate 

Is  Healthy? 


New  England'''  Says  So:  ". . .  hypothetical  tax  bills 
for  three  model  corporations  at  83  specific  locations  in 
the  New  England  states  plus  five  of  their  closest  com- 
petitors... run  from  a  minimum  in  Utica,  N.Y.,  to  a 
high  in  Hartford,  Conn. . . . 

"...the  chemical,  machinery  and  textile  firms  could 
have  net  profits  after  taxes  higher  by  approximately 
14,  15,  and  22  percent,  respectively,  were  they  located 
in  Utica  instead  of  Hartford. 

". . .special  incentives  in  New  York  amount  to  a  siz- 
able tax  break  for  new  industry  and  investment." 

'New  England  Business  Review,  published  by  Federal  Reserve 
Bank  of  Boston 

Michigan"  Says  So:  The  combined  state  and  local 
tax  bill  for  five  hypothetical  manufacturing  firms  was 
lower  in  Buffalo,  N.Y.,  than  in  five  other  major  indus- 
trial cities  in  five  different  states— Detroit,  Michigan; 
Cleveland,  Ohio;  Milwaukee,  Wisconsin;  Indianapolis, 
Indiana;  and  Newark,  New  Jersey. 

*Tax  study  commissioned  by  the  Citizens  Research  Council  of 
Michigan 

Pennsylvania*  Says  So:  The  state  business  tax 
burden  is  less  in  New  York  than  in  half  a  dozen  other 
major  industrial  states. 

Ohio,  Michigan,  California,  Pennsylvania,  Massa- 
chusetts, New  Jersey,  North  Carolina-all  of  them  col- 
lect a  higher  percentage  of  their  total  tax  revenues 
from  business  taxes  than  New  York  does,  according  to 
statistics  collected  by  the  Pennsylvania  State  Chamber 
of  Commerce,  based  on  U.S.  Census  Bureau  data. 

In  an  exhaustive  analysis  by  another  Pennsylvania 
organization  the  New  York  state-local  combined  tax 
bill  was  less  than  that  of  Michigan,  West  Virginia, 
Indiana,  Massachusetts  and  Maryland  for  all  seven 
groups  of  industries  studied— and  less  than  that  of 
Ohio,  Illinois  and  New  Jersey  in  six. 

'Pennsylvania  State  Chamber  of  Commerce;  Pennsylvania  Econ- 
omy League,  Inc. 

...and  Governor  Rockefeller  says:  "During 
the  past  1 1  years,  there  has  not  been  one  single  new 
business  tax  in  New  York.  There  has  been  only  one 
increase  in  our  flexible  business-tax  structure  which  is 
based  on  profits  rather  than  gross  revenue. 

"We  have  no  personal-property  taxes  on  machinery, 
equipment  or  inventories.  We  have  taken  many  signif- 
icant actions  to  encourage  the  growth  of  business. 
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"For  example,  we  have  recently  enacted  a  new  busi- 
ness-tax credit.  This  credit  is  given  on  investments  in 
new,  expanded  or  modernized  production  or  research 
facilities,  including  machinery  and  equipment.  If  the 
credit  exceeds  the  tax  payable  (beyond  a  required 
$100  minimum)— it  can  be  carried  forward  as  many 
years  as  necessary  to  achieve  maximum  benefit— up  to 
nearly  100%  abatement." 

Get  the  facts.  For  complete  information  on  this  new 
business-tax  credit,  and  other  business  benefits  avail- 
able in  New  York  State,  fill  in  and  mail  coupon  today. 


I 


Commissioner  Neal  L.  Moylan 

New  York  State  Department  of  Commerce 

112  State  Street  (Room  370) 

Albany,  New  York  12207 

Dear  Mr.  Moylan: 

Please  mail  to  me  at  once,  free  of  charge  and  with  no 
obligation  on  my  part,  brochures  on  tax  advantages  for 
business,  plant  financing  and  industrial-location  services 
in  New  York  State. 
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Dont  let  it  rain  on  vour  P&L. 


When  one  of  your  men  is  laid  up, 
you  want  to  continue  his  salary. 

But  that  means  the  salary  you're 
also  paying  his  replacement  comes  right 
out  of  profit. 

Which  sure  puts  a  damper  on  a 
Board  of  Directors  meeting. 

CNA's  Salary  Continuance  Plan 
handles  the  problem.  By  assuring 
your  men  an  income  while  they're 
unable  to  work. 


Our  comprehensive  coverage 
includes  accidents,  diseases  and 
pre-existing  medical  conditions. 
It  pays  during  rehabilitation.  And 
benefits  are  available  to  age  65. 

CNA's  Salary  Continuance  Plan 
even  covers  nervous  disorders 
and  mental  problems. 

The  premiums  are  payroll 
deductible  and  average  less  than 


one  percent  of  salary.  So  you  woi 
feel  any  financial  pinch. 

Contact  your  agent.  Or  writ 
us.  Ask  about  Salary  Continuanct 

The  time  to  buy  a  raincoat  i 
before  it  starts  to  rain. 

Have  it  your  way 

*'CNFKlinsurance 


*'C^/t^/itlviimtiri>  ?Jr.'!.™^I,.\'.-.^°'  '■'  ''"'''"^*'<  *VENUE  ■  chimso.  Illinois  eoeo*  •  coniinenial  casualty  company  ■  American  casualty  company  ■  national  fire  insurance  company  of  hartforo      •.-_•,.       ,. 

^#  W»-»    <f(.>((/U»CC  TBANSCOHTINEN.AL  INSUHAHCE  COMPANY  .  TRANSPORTATION  INSURANCE  COMPANY  .  VALLEY  FORGE  INSURANCE  CO.  •  VALLEY  FOROE  LIFE  INSURANCE  CO.  ■  CNA  INVESTOR  SERVICES.  INoORPORATEO.   B'    OVA  Wile 


This  is  liowThe  Coca-Cola 
Company  iooics  to  tlie  future. 


We  intend  for  Coca-Cola  to  stay  number  one  in 
consumer  preference.  With  an  exciting,  unifying  new  look 
designed  to  capture  fresh  consumer  awareness.  A  look 
you'll  eventually  see  on  everything  that  carries  advertising 
for  Coca-Cola. 

It's  a  look  to  the  future.  Designed  around  a  bold  new 
logomark.  The  focal  poiht  of  a  whole  new  communications 
stance  for  Coke.  Involving  not  only  a  new  look  but  a  new 
message: 

Its  the  real  thing.  Coke. 

An  advertising  theme  that  clearly  states  the  superiority 
of  Coca-Cola. 

Together,  this  new  look  and  idea  will  tell  the  world  that 
Coca-Cola  is,  and  will  continue  to  be,  the  pacesetter. 
The  leader  of  the  industry. 

How  does  the  future  look  to  The  Coca-Cola  Company? 
It  couldn't  look  better. 

It's  the  real  thing.  Coke. 


"Coca-Cola    and    Coke    are  registered  trademarks  which  identify  ihe  same  product  o*  The  Coca-Cola  Company 
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Another  advertisement  in  a  series 
featuring  Oklahoma's  Certified  Profit  Climate. 


Seventeen  new  studies 


showing  how  you  can  make 
^  a  profit  in  Oklahoma 
f  are  now  available. 


Shouldn't  you  order  yours? 

WW" 


D  ALUMINUM  SHEET,  STRIP  AND  PLATE 
□  CARBON  GRAPHITE  AND      . 

ELECTRODES 
D  IRON  AND  STEEL  FORGINGS 
D  RUBBER  CHEMICALS  AND 

PESTICIDES  . 

n  PROCESS  CONTROL  INSTRUMENTS 

D  DATA  DISPLAY  TERMINALS  i 

D  AERONAUTICAL  INSTRUMENT 

SYSTEMS 
1  JMOTOR  VEHICLE  HEATERS 


D  RACEWAY  AND  SOCKET  SYSTEMS 

D  RESILIENT  FLOOR  COVERINGS 

D  POWER  WIRE  AND  CABLE 

D  MOBILE  HOME  COMPONENTS 

n  SEALS  AND  GASKETS 

D  DISPOSABLE  SURGICAL  AND 

HOSPITAL  SUPPLIES 
D  INTEGRATED  CIRCUITS  AND 

MICROELECTRONIC  DEVICES 
D  AUTOMATIC  IGNITION  PARTS 
D  WELDING  EQUIPMENT 


Seventeen  new,  independent  studies  by  The  Fantus  Company  present  in-depth  details  of  the 
locational  advantages  of  Oklahoma.  If  you  are  engaged  in  the  manufacture  of  any  of  the  prod- 
ucts listed  above,  you  should  contact  us  today  for  complete  information.  It  means  more  profit 

to  vnii! 


to  you! 


Call  or  write  Jay  C.  Casey,  Industrial  Division,  for  more  information. 


nS)ldahoma! 

^^^^. .  .certified  profit  climate 
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OKLAHOMA  INDUSTRIAL  DEVELOPMENT  AND  PARK  DEPARTMENT 
500  Will  Rogers  Building,  Suite  4001  •  (405)  521-2401  •  Oklahoma  City,  Oklahoma 
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The  National  Wine. 


Iiss  of  wine  on  the  house  is  an  old 
jrican  tradition  at  Almaden. 
<id  from  Almaden's  vineyards  in 
tolling  foothills  of  the  El  Gavilan 
:ntains  in  Paicines,  California. 
i5s  a  complete  line  of  fine  varie- 
ines  and  champagnes  that  are  the 
t'n's  best.  Among  them:  Almaden's 
■f  ache  Rose,  our  country's  largest 


selling  individual  varietal  wine. 

Almaden  Vineyards  is  a  National 
com'pany.  A  National  growth  area. 

National,  the  corporation  that  also 
serves  the  liquor,  chemical,  metals 
and  textile  markets.  That  employs 
more  than  17,000  people.  That  has 
over  75,000  stockholders.  That  has  a 
corporate  objective  of  a  20  per  cent 


pre-tax  return  on  invested  funds.  That 
topped  the  $1  billion  sales  mark  in 
1969. 

That  calls  for  a  toast! 

NATIONAL  DISTILLERS  AND 
CHEMICAL  CORPORATION 

99  Park  Avenue,  New  York,  N.  Y.  10016 

Forour Annual  Report,  write'to  Dept.5. 


Bundle  of 
energy. 


Even  in  repose,  it's  there.  You  can  sense  it; 
fee!  it. 

Boundless  energy.  Available  on  demand. 

Mechanical  energy. 

But  what  about  electrical  energy? 

He'll  need  a  bundle  of  that,  too. 

For  he's  been  born  into  a  technological 
world  whose  population  by  the  year  2000 
has  been  put  at  7  billion. 

A  technology  and  a  people  whose  elec- 
trical energy  demands  will  far  outstrip  any- 
thing in  history. 

To  supply  his  demands,  he'll  rely  on  the 
electric  utilities. 

And  to  meet  his  demands,  the  utilities 
will  rely  increasingly  on  C-E. 

To  design  and  build  an  ever-larger  share 
of  the  equipment  they're  going  to  need  to 
supply  the  10  trillion— that's  right,  10  tril- 
lion—kilowatts of  power  that  will  be  con- 
sumed by  the  U.S.  alone  in  the  year  2000. 

And  there's  the  rest  of  the  Free  World. 

Right  now,  we're  working  with  utilities, 
industry,  and  governments  all  over  the 
globe,  planning  and  building  the  nuclear 
and  fossil  steam  systems  that  will  ener- 
gize the  United  States  and  the  world. 

Tomorrow,   and   in   2000,   and   beyond. 

There's  more  in  our  Annual  Report. 
Write  Combustion  Engineering  Inc.,  Dept. 
PR-8,  277  Park  Avenue,  N.Y.,  N.Y.  10017. 


C-E  COMBUSTION  DIVISION  •  C-E  INDUSTRIAL  GROUP  •  C-E  NATCO 
C-E  LUMMUS  .  C-E  TYLER  •  C-E  CERAMTEC  •  C-E  CANADA 


Fifty-four  years  ago,  old  Joe  Saunders  started 
the  automotive  leasing  industry.  And  now,  of  all  the 
major  companies  in  the  business,  Saunders  Leasing 
System  is  the  only  one  totally  devoted  to  leasing  and 
renting  trucks. 

We've  been  working  at  it  since  1916,  and  have 
some  pretty  impressive  things  to  show  for  the  years. 

Saunders  has  collected  more  operational  and  cost 
data  than  anybody  else.  Our  maintenance  program  is 
the  most  exacLmg  in  the  industry.  It's  a  precise, 
carefully  scheduled  program  that  heads  of!  downtime. 

Our  safety  program  has  produced  the  lowest 
accident  frequency  r: ' 

The  equiprr.'-r,    ^  .  aunders  facihty  is 


the  latest.  The  finest.  And  we  have  more  of  it.  The 
thoroughness  of  the  Saunders  proposal,  agreement  el 
working  relationship  is  based  on  facts.  And  more  facj 

See  what  we're  talking  about?  Knowledge  and 
experience.  And  a  whole  bunch  of  it. 

And  the  lessons?  Well,  we  don't  really  give 
lessons.  If  we  did,  everybody  would  catch  up  with  u.'j 
We  don't  want  that  to  happen. 

You  can  get  the  rest  of  the  Saunders  story  by 
dropping  a  line  to  Saunders  Leasing  System, 
201  Office  Park  Drive,  Birmingham,  Alabama  3522c  I 

Chances  are  you'll  get  a  better  lease  from  Saunj 
After  all,  we  started  the  industry.  Naturally, ' 

know  more  about  it. 


Saunders  Leasing  System 

Call  800-633-6566  free. 


Our  Business  is  Le.    mg  and  Renting  Trucks.  And  we've  been  doing  it  for  54  years,  i 


Garbage,  as  we  know  it,  may  be  on  the  way 
out.  It's  being  squeezed  out. 

That  chunk  below,  for  example,  has  been 
compacted  to  1  20th  its  original  volume.  As 
garbage  is  being  compressed,  it  is  pushed  and 
packed  into  water-repellent  Union  Camp  bags. 

What  a  way  to  get  rid  of  refuse!  Instead  of 
10  or  20  bagfuls  to  collect,  there's  one.  It  takes 
1/lOth  or  l/20th  of  the  space.  The  compacted 


waste  can  be  incinerated.  It  makes  great  land 
fill.  And  it's  so  dense  that  it  sinks  in  the  sea. 

We  don't  make  compaction  equipment.  But 
we  do  make  the  disposable  bags. They're  tough. 
Economical.  Easy  to  close.  And  they  decompose ! 

Who'd  ever  have  thought  our  business 
would  grow  by  shrinking? 

Union  Camp  Corporation,  Wayne,  New 
Jersey  07470. 


Union, 


A  minute  ago 
this  was  a  full  can  of  garbage. 


■^i 


'■< ' 


Ifou  coil  beat  12 


To  spot  a  fraud* 


His  letters  of  reference  tell  little,  but 
what  he's  telling  you  about  himself  sounds 
good.  Trouble  is,  is  he  telling  all?  Has  he 
ever  had  problems  with  co-workers  or 
run-ins  with  customers?  Pinkerton's 
investigation  service  can  get  the  facts 
for  a  fraction  of  what  it  costs  to  hire 
and  train  the  wrong  man. 


To  make  intruders 
think  twice 


Pinkerton's  K-9  Patrol  Service  makes  intruders  think  once 
about  the  dog  and  once  about  the  uniform.  Actually,  the  dog's 
prime  function  is  to  use  his  keen  sense  of  smell  and  hearing  to 
extend  your  guard's  range  of  effectiveness.  That's  extra 
value  for  you. 


To  protect  your  plant 

Pinkerton's  guards  and  Lady 
Pinkerton's  are  tops  in  plant  security 
personnel.  Thoroughly  trained  by 
security  experts,  they  are  also 
thoroughly  supervised.  In  fact, 
Pinkerton's  maintains  the  highest 
supervisor/guard  ratio  in  the 
business.  Result:  an  elite  force. 
It's  the  added  value  you  get  with 
Pinkerton's. 


Mrs  of  experience 


'Av^'ii:n 


PROTECTED  BY 


mm 


To  control  special  events 

Pinkerton's  guards  don't  always  work  in  traditional 
uniform.  For  events  where  the  authority  of  the  uniform 
is  unnecessary  (or  might  be  obtrusive),  they  may  dress 
as  ushers  or  even  in  plain  clothes.  But  you  still  get 
Pinkerton  expertise  in  crowd  control. 


Perhaps  yuu  have  a  small  plant 
house  that  doesn't  quite  warrant 
t  of  full-time  guards.  With  a 
on's  Vi  arning  Sign  on  the  gate, 
I  still  have  a  lot  of  protection 
;ry  modest  investment.  Criminals 
nally  shy  away  from 
on-protected  property. 


Contact  Pinkerton's  for  any  security  or  investigative  need.  Our 
network  of  92  offices  across  the  U.S.  and  Canada  provides  total  security 
service  anywhere.  For  more  information,  phone  the  office  nearest  you  or 

fill  out  the  coupon.  Pinkerton's  —  the  famous  name  in  security  and 
I  investigations.  Pinkerton's,  Inc., New  York.  Pinkerton's 

of  Canada,  Ltd.  Pinkerton  Electro-Security  Co. 


Pinkerton's,  Inc. 

100  Church  St.,  New  York,  N.Y.  10007 


giye  you  a  new  patrol  | 
and  inspection  service    | 

**Jow  small  business  can  have  big  ■ 


)n.  Pinkerton's  Patrol  and  Inspection 
issures  both  inside  and  outside 
!.  A  Patrolman  visits  your  place  of 
and  certifies  his  tour  of  key 
5  on  his  Pinkerton's  Control  Clock 
hmen  and  guards.  Rounds  are  made 
red. 


I 
I 
I 
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Please  send  more  information  on: 

Q  Investigative  services 

D  K-9  Patrol 

Q  Uniformed  Guard  services 

n  Other: 

Name 

Ti  tie 


Q  Patrol  and  Inspection  service 
Q  Special  events  security 
Q  Warning  Sign  service 


Company. 

Address 

City 


.State. 


.Zip. 
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We  wouldn't  drop  a  name.  Ever. 
But... 

The  next  time  you  start  your  car,  turn  on  a  TV  set,  pick  up  a  telephone,  ask 
a  computer  to  do  a  job,  or  fly  off  to  a  business  engagement,  no  matter  whose 
name  is  on  the  product,  chances  are  we'll  be  there. 

We  make  over  thirty  thousand  different  products  to  assure  that  when  anything 
electrical  is  turned  on,  it  works.  And  we're  everywhere  in  the  world  with 
engineering,  manufacturing,  distribution  and  service  facilities  to  make  sure 
that  every  electrical  connection  made  anywhere  is  a  good  one. 

Our  Research  and  Development  facilities  are  hard  at  work  developing  new 
products.  Most  of  them  designed  to  keep  pace  with  the  fast-moving  industry 
changes  of  our  time.  Some  lo  lead  the  way  for  changes  that  are  yet  to  be. 

We'll  never  drop  a  name.  After  all,  it  could  be  yours,  and  we  wouldn't  be 
telling  you  anything  you  already  didn't  know. 

If  you'd  like  to  know  more  about  us,  just  write  for  your  copy  of  "Ideas  in 
Action  "  Brochure.  AMP  Incorporated,  Harrisburg,  Pa.  17105 
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Side  Lines 


Smith  and  Romeo 


Directors  of  the  Directory 

The  physically  and  intellectually  challenging  job  of  managing  this 
outsize  issue  of  Forbes  fell  chiefly  to  the  two  men  pictured  below, 
Geoffrey  Smith  and  John  Romeo.  Planning  on  this  second  Forbes  Di- 
rectory issue  began  a  year  ago  when  the  ink  was  hardly  dry  on  our 
first  Directory  issue.  From  then  to  the  closing  of  the  final  pages  only  a 
few  days  ago,  Smith  and  Romeo  worked  closely  together  with  Sta- 
tistical Editor  Donald  Popp,  whose  talented  crew  produced  the  mass 
of  valuable  statistics  contained  in  this  issue. 

Smith  served  as  issue  editor— that  is,  editor  in  charge  of  the  project. 
That's  quite  a  job.  It  was  his  task  to  conceive  and  execute  an  editorial 
package  that  fitted  with  the  basic  statistical  content  of  the  book  and 
to  work  with  the  art  department  to  create  the  right  visual  setting.  In- 
cidentally, the  idea  for  the  cover 
photo  was  Geof's.  It  is  in  keep- 
ing with  Forbes'  current  trend  to- 
ward the  use  of  simple  visual 
metaphors  rather  than  literal  photo- 
graphs on  the  cover.  The  choice  of 
a  sagging  businessman  needs  no  ex- 
planation to  summarize  a  year 
when  dollar  sales  rose  but  real  prof- 
itability did  not. 

Under  Forbes'  issue  editor  sys- 
tem, the  job  of  managing  individual 
issues  rotates  among  various  mem- 
bers of  the  staff.  Each  issue  editor 
is  given  considerable  latitude  in  producing  the  kind  of  product  that 
appeals  to  him.  A  particular  contribution  of  Geof's  was  the  material, 
new  this  year,  on  corporate  research  and  development,  a  long-stand- 
ing interest  of  his. 

Smith,  an  associate  editor,  is  a  30-year-old  Princeton  graduate  who 
has  worked  four  years  at  Forbes;  before  that  he  was  a  manuscript 
editor  at  Harcourt,  Brace  &  World.  As  a  measure  of  Geof's  energy,  we 
report  that  he  has  been  working  evenings  toward  a  Master's  degree  in 
Business  Administration  at  New  York  University.  He  is  currently  at 
the  stage  of  typing  his  final  thesis.  Subject:  "Public  Policy  on  Con- 
glomerates." But  the  long  hours  he  put  in  on  the  Directory  issue  have 
set  him  back  by  at  least  several  months. 

Geof's  partner— and  gadfly— was  John  Romeo.  John,  38,  is  Forbes' 
production  manager.  His  job  was  to  see  that  Geof's  copy  and  concepts 
were  physically  translated  into  the  product  you  now  have  in  your 
hands.  Romeo  was  the  pivot  point  for  the  efforts  of  editors,  art  peo- 
ple, statisticians  and  our  printers  in  Dayton,  Ohio.  As  usual,  thanks  to 
John,  they  meshed  very  well.  John  Romeo  supervises  a  staff  of  six 
men  and  women,  in  New  York  and  in  Dayton,  and  supervises  them  so 
efficiently  that  Forbes  gets  out  on  time  even  when  perfectionist  edi- 
tors rip  up  pages  and  illustrations  long  after  they  are  supposed  to  be 
locked  up.  Romeo  says  he  can  take  all  this  in  stride.  But  his  extra 
worry  this  time  was  whether  Mrs.  Romeo  could  hold  off  having  their 
latest  baby  until  the  issue  was  closed,  otherwise  he  wasn't  sure  how 
she  would  get  to  the  hospital.  We're  happy  to  report  that  Mrs.  Romeo 
obliged,  but  by  the  time  this  issue  is  out,  John  and  Connie  Romeo 
will  be  parents  for  the  third  time.  They're  hoping  for  a  girl  this  time  ■ 
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WOULD  YOU  LIKE 
YOUR  SALESMEN 
TO  BE  KEENER 
SHARPER,  MORE 
AGGRESSIVE? 

Wouldn't  you  like  your  men  to  spot  new  business  from 
afar,  to  fly  off  to  new  prospects  and  to  bring  fat  juicy  orders 
back  to  the  nest?  Then  start  an  S&H  Sales  Incentive  Plan. 
S&H  incentives  have  already  succeeded  in  turning 
salesmen,  distributors  and  dealers  into  real  sales  eagles 
in  hundreds  of  companies. 

A  national  mutual  fund  sales  organization,  for  example, 
doubled  its  business  each  year  for  5  years  with  S&H 
incentives.  Another  company  added  $2  million.  An 
industrial  manufacturer  increased  sales  22% , 

Why  are  S&H  incentives  so  effective? 
Because  they're  comprehensive,  they're 
imaginative,  they're  detailed.  We  create 
special  incentive  plans  to  meet  your 
specific  needs.  And  we're  the  only 
company  to  offer  prize-points,  travel 
awards,  and  S&H  Green  Stamps.  (Over  74 
million  Americans  save  them.) 

What's  more,  S&H  is  the  largest  and  oldest 
motivation  company  in  business.  We  provide 
not  only  sales  incentives,  but  incentives 
for  safety,  attendance,  quality  control,  job 
performance— everything.  With  our  speed 
and  versatility,  we  can  handle  any  incentive 
assignment— including  yours. 


FREE  OFFER 

If  you're  responsible  for  incentives  in  your  company, 

mail  in  this  coupon  for  information  on  S&H  incentive 

programs  and  for  your  free  S&H  Incentive  Award  Catalog 

It's  filled  w^ith  thousands  of  desirable  S&H  prize  awards. 

Incentive  Division,  Dept.FB-21 

The  Sperry  and  Hutchinson  Company, 

330  Madison  Ave.,  New  York,  N.Y.  10017 


Name. 
Title 


Company 

Company  address. 
City 


.State 


-Zip. 


0 


&H  Incentives— 
We  Sell  Your  Men  On  Selling 
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Our  lock  box 

service  can 

make  a  check 

payable  to  you 

like  money 

in  the  bank. 


lited  Virginia  Bankshares 


THE  BANKS  WITH  OVERVIEW. 


Any  company  that  has 
remittances  from  the  Mid- 
\tlantic  region  can  benefit 
from  our  guaranteed  over- 
Ight  delivery.  In  essence,  we 
;t  you  closer  to  your  check- 
writers,  with  a  program 
ailored  to  your  needs.  You 
nd  up  with  higher  available 
ank  balances,  freeing  funds 
for  short-term  debt  reduc- 
tion or  investment.  Don't 
underestimate  what  over- 
view can  do  for  you.  It  can 
really  mean  money  in  the 
bank.  For  you. 

For  information  on  lock  boxes  or 

ither  services,  writeiMr.CatesbyB. 

Jones.  Dept.B,  United  Virginia 

Bankshares  Inc..  900  East  Main 

Street.  Richmond.  Virginia  23219. 


THE  SITE  SEEKERS: 


''Okay,  we^ve  narrowed  it  down  to  the 

East-North-Central  and  East-South-Central  Zones . . . 

50  why  dont  we  take  a  closer  look,  now,  at  where  the  two  meet: 

the  3-state  CINCINNATI  GAS  &  ELECTRIC  Area?" 


Tell  us  how  close  a  look  you  want.  We'll  provide  facts,  studies,  maps,  or  a  conducted  tour.  Write  or  call  James  A.  Wuenker  (513-632-2595) 

Area  Development  Division.  The  CINCINNATI  GAS  &  ELECTRIC  Co.  Cmcinnati.  Ohio  45202      ^ 
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You  remember  us. 
We  tame  frontiers. 


M  probably  remember  us  best  for  helping 
tame  the  West. 

Maybe  you  should  know  about  some 
her  new  territories  we're  helping  to  open  up. 

The  frontiers  we  tame  today  are  mostly 
technology.  Less  picturesque  maybe,  but 
I  less  dramatic, 

.Like  specialty  metals.  Our  Trent  Tube 
3ople.  using  a  unique  new  process,  now 
■Qduce  stainless  steel  tubing  m  continuous 
)ils  over  half  a  mile  long.  The  user  simply 
Jts  off  the  length  needed,  with  none  of  the 
astethat  resulted  from  buying  standard 
bing  lengths.  This  new  technology 

)RBES,    MAY    15,    1970 


challenges  the  leadership  of  copper,  and  is 
already  making  inroads  in  such  high-volume 
uses  as  tubing  for  commercial  cooling  and 
air  conditioning. 

Like  production  equipment.  Our  Elox 
division  created  a  new  technology,  electric 
discharge  machining,  which  started  some- 
thing of  a  revolution  in  metalworking  for  the 
automotive  and  other  industries. 

_  Like  anti-pollution  equipment.  A  radically 
new  shipboard  device,  developed  by  our 
Power  Systems  division,  actually  disintegrates 
the  ship's  sewage,  prevents  river  and 
harbor  pollution. 


Like  pumps,  and  compressors,  and 
diesel  engines,  and  electric  utility  trans- 
formers and  more -$729,000,000  worth 
last  year 

Sam  Colt  would  be  proud  of  us. 

Still  a  son-of-a-gun  of  a  company. 

Still  in  there,  taming  frontiers.  Today's 
frontiers. 

Colt  Industries,  430  Park  Ave.,  New  York, 
NY.  10022. 


@ 


Colt  Industries 
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For  p  city  where  your 
key  executives  will 
tike  to  live . . .     -y— - 


^'i^^* 


there's 

Columbus, 

Georgia. 


Columbus  offers  plenty  of 
leisure-time  possibilities.  Hunt 
deer,  quail,  dove,  duck  and  fox. 
Fish  for  big  bass,  crappie  and 
bream  in  the  many  acres  of  lakes 
along  the  Chattahoochee.  Golf  at 
some  of  the  most  plush  courses 
in  the  southeast.  Attend  Colum- 
bus' Three  Arts  League  and  Little 
Theater  for  a  full  season  of  de- 
lightful entertainment. 

When  you  start  thinking  of  a 
new  plant-site  location  where 
your  key  executives  will  like  to 
live  .  .  .  think  about  Columbus, 
Georgia. 


Take  the  60  tour .  .  . 

Spend  SIX  cents  and  mail  this  coupon  Our  36- 
page  brochure  shows  how  Columbus  can 
contribute  to  your  company's  expansion  plans, 

ICHARLES  F.  HEATH  —  —  —  —  . 

,     F.CONOMIC  DEVELOPMENT  DEPARTMENT 

I     CHAMBER  Of  COMMERCE 

I     P.O.  BOX  1200 

I    COLUMBUS.  GEORGIA  31902 


NAME 


TITLE 


FIRM 
ADDRESS" 


crrr 


I 

I   STaTT 


Tip" 
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&.  Tangents 
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Capifa/  Move 

Capital  gains  taxes  in  the  U.S.'. 
are  relatively  simple,  if  onerous,  but 
the  Swiss  have  a  more  comphcat- 
ed  approach.  Only  seven  of  the  22 
Swiss  cantons  impose  a  capital 
gains  tax  at  all,  and  among  those 
seven  the  rules  vary  considerably. 
For  instance,  in  Zurich  there  is  no 
tax  if  the  asset  is  held  for  seven 
years;  in  Berne,  ten  years.  Some 
cantons  reduce  the  tax  the  longer 
the  asset  is  held;  some  do  not.  De- 
pending on  which  canton  you  de- 
clare as  your  residence,  you  may 
or  may  not  be  able  to  deduct  a 
capital  loss.  Because  of  the  inequal- 
ity and  lack  of  uniformity  of  the 
tax  laws,  the  Council  of  Zurich  re- 
cently suggested  abolishing  its 
taxes  on  capital  gains.  The  revenue 
loss  would  be  nominal— less  than 
one-third  of  \%  of  cantonal  tax  re- 
ceipts. In  the  U.S.,  by  contrast, 
capital  gains  taxes  yield  close  to  5% 
of  total  tax  receipts. 

The  Vanishing  American 

Ohvetti  had  finally  erased  the 
last  vestiges  of  the  name  Under- 
wood when  it  changed  the  name 
of  its  U.S.  subsidiary  from  Olivetti 
Underwood  to  Olivetti  Corp.  of 
America.  Not  so  easily  erased,  how- 
ever, is  the  memory  of  one  of  the 
most  expensive  name  acquisitions  in 
the  history  of  American  business: 
Between  1959  and  1964  the  Ital- 
ians sank  over  $100  million  into 
Underwood,  bringing  the  parent 
company  to  the  brink  of  bankrupt- 
cy before  it  finally  was  able  to  ef- 
fect a  turnaround.  What  is  perhaps 
most  ironic  is  that  Olivetti  original- 
ly acquired  the  American  company 
for  its  name. 


BUSINESS 


Hidden  Deficits? 

U.S.  balance-of-payments  figures, 
as  now  reported,  substantially  mis- 
represent the  country's  real  posi- 
tion, a  New  York  economist  has 
concluded  after  a  study  of  the  fig- 
ures for  the  years  1960  through 
1968.  Writing  in  the  Bulletin,  a 
journal  published  by  the  Finance 
Institute  of  New  York  University's 
School  of  Business  Administration. 


Dr.  Michael  Hudson  of  the  New 
School  for  Social  Research  points 
out  numerous  flaws  in  the  current 
reporting  procedures.  For  example, 
spare  aircraft  engines  and  parts, 
shipped  by  U.S.  companies  to  their 
overseas  bases  are  counted  as  ex- 
ports—but not  as  imports  when  the 
aircraft  on  which  they  were  in- 
stalled are  flown  back  to  the  U.S. 
Because  of  such  "pseudo  exports," 
Dr.  Hudson  estimates  that  the  U.S. 
had  a  trade-balance  deficit  of  over 
$5  billion  in  1968,  rather  than  the 
$600-million  surplus  reported  by 
the  Department  of  Commerce. 

British  Accent 

Time  Inc.,  already  a  power  in 
network  TV  through  its  ownership 
of  five  stations  out  of  a  permitted 
maximum  of  seven,  has  made  a 
move  into  non-network  television 
with  the  recent  acquisition  of  U.S. 
rights  to  the  British  Broadcast- 
ing Corp.'s  output.  For  roughly 
$675,000  in  stock,  Time  bought 
Peter  M.  Robeck's  exclusive  rights 
to  rebroadcast  BBC  programs  in  the 
U.S.  Robeck  lost  $93,000  last  year 
on  revenues  of  $501,000;  but  he 
had  built  a  selling  organization, 
and  non-network  television  looks 
especially  promising  these  days  in 
(Continued  on  page  28) 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  a 
month  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  D  1  year  $9.50,  D  2 
years  $15,  D  3  years  $19.  Pan-Amer- 
ican and  foreign  orders,  please  add 
$4  a  year.  Payment  should  be  sent 
with  all  orders  from  outside  the  U.S.A. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name 


(please  print) 


New  Address: 


City 


State 


Zip 


F-4826 
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6  reasons  why 

a  million  Americans  are 

now  leasing  instead  of 

buying  their  cars 


The  way  the  trend  is  going,  perhaps  some- 
day ail  cars  will  be  leased.  More  and  more 
people  are  discovering  that,  through  leas- 
ing, they  enjoy  special  advantages  they 
don't  get  when  buying  a  car.  Money  ad- 
vantages. Convenience  advantages.  Lux- 
ury advantages.  For  example: 

1.  You  free  your  cash  for 

other  uses. 

Consider  the  car  you  now  own.  Cost  you 
maybe  $3,000.  Or  more.  Of  course,  you'll 
get  some  of  it  back  when  you  work  on  a 
trade-in.  But  that  cash  you  get  back  was 
tied  up  for  a  couple  of  years  — earning  in- 
terest for  someone  else.  When  you  lease, 
there's  no  major  cash  outlay.  No  down  pay- 
ment. You  keep  that  money  to  spend,  save 
or  invest ...  to  use  in  any  way  you  wish. 

2.  You  pay  for  auto  insurance 

as  you  use  it  — and  you  get  more 

coverage  for  what  you  now  pay. 

When  you  own  a  car,  you  usually  pay  for 
the  insurance  in  big  installments.  With 
leasing,  insurance  is  included  in  your 
monthly  payments;  you  pay  for  it  as  you 
jse  it.  What's  more,  you  get  a  guarantee 
hat  the  coverage  will  not  be  reduced  or 
:anceled  over  the  life  of  the  lease.  And  you 
get  another— and  very  special  — advantage 
.vhen  you  lease  from  your  Chevway/Chev- 


rolet  dealer:  a  $1,000,000  policy  that  costs 
you  about  the  same  as  the  auto  policy 
you're  paying  for  now. 

3.  You  get  top  service  treatment. 

Your  Chevway/Chevrolet  dealer  will  serv- 
ice the  car  he  leases  to  you  as  if  it's  his 
own  ...  he  has  a  vested  interest  in  keeping 
it  in  tiptop  shape.  Such  things  as  licensing 
and  sales  tax  are  his  problem,  too.  The 
car  is  yours  just  to  enjoy  — not  to  fret  over. 

Most  important,  you're  never  without  a 
car.  If  your  car  is  stolen,  you  get  another 
brand  new  one  to  take  its  place. 

4.  Your  costs  are  fixed— a  blessing 

In  these  inflationary  times. 

You  stabilize  your  car  expenses  by  leas- 
ing. You  pay  only  the  fixed  rate  of  depre- 
ciation no  matter  what  the  car  market  is 
like  when  you're  ready  to  exchange  your 
car  for  a  new  one. 

5.  You  may  qualify  for  tax  benefits. 

Anyone  who  buys  a  new  car  every  two  or 
three  years  should  consider  the  cost  ad- 
vantages of  leasing.  The  same  applies  to 
anyone  who  uses  the  car  for  business  pur- 
poses. Generally  speaking,  if  your  car  is  a 


business  expense,  the  whole  amount  of 
the  lease  may  be  tax  deductible.  And  the 
only  record  you  need  is  your  canceled 
check  and  the  monthly  statements. 

6.  You  may  never  drive  a  car  more 

than  two  years  old  again. 

Chevway's  car  leasing  plan  puts  you  in  a 
brand  new  car  every  two  years.  Automati- 
cally. You  can  start  with  a  new  1970  Chev- 
rolet or  other  fine  car.  Choose  the  options, 
styles  and  colors  you  prefer.  Move  up  to  a 
more  luxurious  model  — more  reasonably 
than  if  you  were  buying,  because  leasing 
rates  are  based  on  depreciation  and  lux- 
ury cars  depreciate  less.  You'll  always 
drive  a  car  when  it's  at  its  newest  and 
best  — with  far  more  enjoyment  and  pres- 
tige than  owning  an  older  one. 

SEND  FOR  MORE  INFORMATION 

If  leasing  can  do  all  that  for  you  — and  save 
you  money  besides-shouldn't  you. explore 
it  further?  We've  taken  the  whole  story  of 
car  leasing  and  put  it  into  a  frank,  informa- 
tive booklet.  It's  called,  "A  Factual  Look 
at  Automobile  Leasing."  You  will  be  mailed 
a  copy  — free  and  without  obligation  — sim- 
ply by  sending  the  coupon  below. 


OHMVWAY 

©®m[p(o)m/m'D(o)[]a 

Dept.  A,  500  No.  Michigan  Ave. 
Chicago,  111.60611 

Please  send  me  a  copy  of  your  new 
booklet,  "A  Factual  Look  at  Automobile 
Leasing."  I  understand  there  is  no  ob- 
ligation on  my  part. 

(please  print) 


-Zip. 


::HEVROLeT  DEALERS  LEASING  / RENTAL  SYSTEM 
!»RBES,   MAY   15,    1970 
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The  1 970's  are  a  whole  new  thing.  More  leisure,  nnore  youth,  more 
money,  more  of  everything  is  predicted  for  people  in  America. 

Soft  drink  and  beer  containers,  convenience  packaging,  pet  foods  and 
prepared  foods  are  at  the  heart  of  exciting  new  markets. 

National  Can's  efforts  will  be  centered  on  these  markets.  We  look  at 
the  70's  as  a  time  for  great  growth.  You  are  invited  to  look  over  our 
shoulder.  Write  for  a  free  copy  of  "Look  at  National  Can  look  at  the 
1970's,"  National  Can  Corporation,  Midway  Center,  Chicago,  Illinois 
60638. 

You'll  get  a  good  look.  ' 

CS?/  National  Can  Corporation 


•:• 


• 


Meet  Fletcher, 


world's  most  efficient  lead  producer 


Our  Fletcher  mine  and  mill  in  Reynolds  County, 
Missouri,  is  the  most  automated  lead  operation 
on  earth.  Automation  and  mechanization  extend 
from  ore  drilling  and  hauling  underground  to  the 
flotation  section  of  the  mill  where  x-ray  equip- 
ment provides  an  assay  report  on  in-process  ore 
every  7  minutes.  D  Fletcher  is  an  example  of  St. 
Joe's  policy  of  technological  advancement  — a 
policy  which  has  made  us  one  of  the  most  pro- 
gressive mining  and  smelting  companies  in  the 
world,  n  In  an  important  basic  industry,  St.  Joe 
is  a  leader,  n  Send  for  a  copy  of  our  latest 
annual  and  quarterly  reports. 


-^-SMFr- 


^*^^, 


ST.  JOE 


Producers  and  Marketers  of  Lead,  Zinc,  Zinc 
Oxide,  Iron  Ore  Pellets,  Iron  Oxide,  Agricultural 
Limestone,  Cadmium,  Copper  Concentrates,  Sil- 
ver and  Sulphuric  Acid. 

ST.  JOSEPH  LEAD  CO.,  250  Park  Avenue,  New  York,  New  York  10017 


Free  Desk-Top  Tour  of 
Northern  California's 
Number  One  County 


Here,  in  a  new  38-page  booklet  you'll  get  aerial  photos 
and  complete  descriptions  of  a  sampling  of  33 
currently  available  industrial  plant  sites  in  Alameda 
County.  (It's  first  in  population,  transportation  and 
retail  sales  in  Northern  California.)  Maps  pinpoint  each 
location  and  show  average  delivery  time  for  products 
to  Western  markets. 

It's  part  of  our  "Grow  West"  kit  which  shows  you  what 
Oakland/Alameda  County  has  to  offer:  mild  snow-less 
climate,  clear  air,  modern  schools,  big  league  sports, 
rich  cultural  and  recreation  opportunities  and  a  stable 
labor  supply  of  Californians  who  have  plenty  of  hustle. 

Write  today.  Or  take  the  next  plane  and  we'll  give  you  a 
personally  conducted  tour.  You  may  not  want  to  leave. 


I 


Oak/and/ Alameda  Co 

Clip  this  coupon  to  your  letterhead  and  send  to: 
To:  New  Industries  Committee,  Suite  203 

1320  Webster  Street 

Oakland,  Calif.  94612 

(Phone:  (415)  451-7800) 
ALAMEDA      •      ALBANY      •      BERKELEY      •      EMERY\'ILLE 
FREMONT      .       HAYWARD      •      LI\-ERMORE      •      NEWARK 
OAKLA.ND    ■    PIEDMONT    ■    PLEASANTON    •    SAN  LEANDRO 
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the  light  of  a  recent  Federal  Com- 
munications Commission  proposal 
to  limit  network  programing.  Pro- 
spective customers  might  include 
National  Educational  Tele%-ision, 
the  Corporation  for  Public  Broad- 
casting and  CATV. 

Patience  Pays 

Back  in  1922  Codfrey  Cabot, 
founder  of  Boston's  Cabot  Corp., 
patented  one  of  the  first  techniques 
for  producing  liquefied  natural  gas 
(LXG).  But  for  nearly  half  a  cen- 
tur>-  the  company,  mainly  a  pro- 
ducer of  carbon  black,  couldn't  fig- 
ure out  what  to  do  with  it.  Xo 
longer.  Liquefied  natural  gas  now 
is  emerging  as  a  multibillion-dollar 
business,  and  Cabot  is  scurr\'ing  to 
get  in  on  it.  The  company,  along 
with  a  French  partner,  has  recent- 
ly signed  long-term  contracts  to  im- 
port the  stuff  from  Algeria  to  New 
England,  and  on  the  strength  of  it 
is  building  a  SlO-milhon  distribu- 
tion terminal  and  warehouse  facifi- 
t\-  near  Boston.  Cabot  president 
Robert  Charpie  thinks  his  LNG 
business  could  eventually  grow  as 
large  as  his  carbon  black  business. 

Posfponing  Education 

The  28"?  dip  in  issuance  of  tax- 
exempt  securities  last  year  vs.  1968 
—the  result  of  high  interest  rates- 
has  hit  especially  hard  at  U.S. 
schools,  which  rely  hea\il\'  on  bond 
issues  for  new  construction.  Last 
year  school  bond  issues  decUned  by 
S1.3  billion,  or  30?,  to  a  total  of 
S3.1  billion,  with  primary  and  sec- 
ondar\^  school  issues  accounting  for 
roughly  SI  billion  of  the  decline, 
higher  education  the  rest. 

Hedging  Money 

A  new  commodities  market  has 
opened  in  New  York  whose  com- 
modity" is  international  currency.  A 
purchaser  can  buy  futures  for  de- 
liven."  as  much  as  18  months  ahead 
in  any  of  six  currencies:  yen,  mark, 
pound,  franc,  lira  and  Swiss  frana 
The  minimum  contract  is  SI. 000, 
unth  the  purchaser  bu\-ing  in  dol- 
lars and  taking  dehver>'  at  a  bank 
of  his  choice  in  the  country  of  the 
currenc\'.  \\Tiile  the  first  week's 
trading  was  slow,  volume  could 
become  considerable  during  peri- 
ods of  rumored  revaluations.  .The 
new  exchange  can  also  serve  as  a 
hedge  market  for  businessmen  deal- 
ing in  certain  foreign  coimtries,  and 
(Continued  on  page  34) 
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1909,  we  started  teaching  people  how  to  do  more 
out  disease  than  die  from  it. 


.^MiatM^KAjJM 


\t  the  turn  of  the  century, 

Dalling  number  of  people 

irom  diseases  which,  even 

(were  either  preventable 

table. 

tfeince  many  of  them  were 

r^d  by  Metropolitan  Life, 

■  d  a  chance  to  study  their 
:  certificates.  Which  led 

discover  something  even 

■  appalling  — the  number 
>  lied  without  a  doctor  in 
r  lance. 

)0  we  started  a  visiting 


nurse  service  for  our  policy- 
holders and  their  families,  to 
fight  the  spread  of  disease  with 
the  spread  of  medical  knowl- 
edge. 

By  1952,  we'd  made  over 
100  million  house  calls. 

By  1953,  Visiting  Nurse 
Associations  had  taken  over 
from  us  in  the  field  of  nursing. 
Leaving  us  free  to  tackle  other 
problems  in  the  field  of  health. 

This  year,  for  example, 
we're  working  with  a  large  med- 


ical center  to  investigate  ways 
of  holding  down  the  cost  of 
medical  care,  without  cutting 
down  the  personal  attention  a 
doctor  gives  his  patients. 

As  a  life  insurance  com- 
pany, we  want  people  to  live. 
And  as  human  beings,  we  want 
even  more  for  them  to  live  in 
health. 

1^  Metropolitan  Life 

We  sell  life  insurance. 
But  our  business  is  life. 


^ 


Wc  helped  them  make  up  their  minds 


They  think  Alaska  has  a  lot  going 
for  it.  So  do  we.  And  in  a  very  real 
way,  our  confidence  has  helped 
inspire  their  confidence. 

Marathon  today  is  the  third  largest 
producer  of  oil  in  Alaska.  Oil  brings 
jobs,  capital,  construction-all 
needed  to  build  an  economy  that 
fosters  better  living. 

We  have  interests  in  the  North 
Slope  oil  country,  with  all  it  should 
eventually  mean.  But  Alaska  is 


more  than  a  dream.  It's  a  now 
place.  And  our  oil  is  moving  to  mar- 
ket now -in  growing  quantities.  So 
is  our  natural  gas.  And  our  unique 
program  of  liquefied  natural  gas 
exports  to  Japan  is  real  and  oper- 
ating. 

It's  easier  to  see  a  great  future 
when  it's  taking  place  before  your 
eyes. 

For  more  about  an  all-round,  hard- 
working oil  company  that  helps 


people  make  up  their  minds,  write 
(Dept.  D)  for  a  copy  of  our  annual 
report. 


EXPLORING  O  PRODUCING  Ci  TRANSPORTING  n  REFINING  G  MARKETING 
RESEARCHING  '  :  AND  GROWING 

MARATHON  OIL  COMPANY 

FiiMDLAY  amo 
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What  we  make  today 
makes  environmental  control 

possible  tomorrow 


Engelhard  is  helping  attack  air  and  water  pollution  with 
a  wide  range  of  systems  using  its  precious  metals  and 
minerals. 

Precious  metals  are  employed  in  catalysts  to  produce 
unleaded  gasoline:  in  PTX?  Purifiers  designed  to  con- 
trol hydrocarbon  and  carbon  monoxide  emissions  from 
internal  combustion  engines  operating  on  unleaded  fuel. 
Catalysts  containing  precious  metals  are  used  for  abate- 
ment of  organic  and  inorganic  vapors  evolved  in  various 
chemical  processes.  Precious  metals  are  used  directly 
in  purification  of  water  and  waste  systems,  reduction  of 
corrosion  in  sewage  treatment  plants. 


Mineral  products  developed  by  Engelhard  are  also 
helping  advance  pollution  abatement  systems:  Porocel 
sulfur  recovery  catalysts  remove  sulfur  compounds  from 
refinery  units  and  gas  treating  plants;  kaolin  clay  im- 
proves non-toxic  water  base  paints  and  printing  inks; 
attapulgus  clay  increases  the  efficiency  of  flocculents  in 
waste  water  settling  basins,  and  seals  waste  water  dis- 
posal ponds;  chemical  lime  neutralizes  acid  waste  fluids 
and  purifies  water;  and  special  absorbents  clean  up 
man-made  oil  slicks  and  spills. 

Keeping  ahead  of  your  business  is  our  business. 
Keeping  ahead  of  pollution  is  everybody's  business. 


•^i*MPWI>  CirMg... 
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Leaders  in  chemicals,  petroleum, 
cement,  building  supplies,  timber, 
paper,  meat  packing,  groceries,  and 
other  commodities  have  found  it 
helps  to  have  a  working  partner  ex- 
perienced in  cutting  distribution 
costs. 

To  get  the  facts  without  obligation, 
in  the  United  States,  call  (312)  346- 
0400;  in  Canada,  call  (514)  866-4331. 
Or  write  to  North  American  Car 
Corporation,  77  South  Wacker  Drive, 
Chicago,  Illinois  60606. 

IfORTH 

JlMERICAlf  g  „,,^^ 

the  cars 
that  solve 
your  problei  \ 
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There  is  no  electronic 
calculator  in  the  world 

to  match  the  new 
Marchant  electronic. 


t's  the  only  one  to  use  a  remarkable  new  technology: 
Super  MOS. 

When  you  buy  an  electronic  calculator,  there  are  dozens 
choose  from.  How  do  you  know  which  one's  best?  We  think 
5  answer  is,  simply  pick  the  most  advanced  one  you  can  find. 

And  that  happens  to  be  the  Marchant "  Model  414.  It  may 
jk  like  other  electronic  calculators,  but  the  resemblance 
ds  right  there.  Because  the  414  uses  a  totally  new  kind  of 
:hnology  in  both  its  memory  and  logic  functions. 

It  has  a  space  age  brain. 

Our  technology  utilizes  sub-miniaturization  akin  to  the 
ace  age.  Hundreds  of  transistors  (which  by  themselves  are 
irvels  of  electronic  wizardry )  are  microscopically  incorpora- 
i  on  a  single  chip  so  small  8  of  them  can  sit  comfortably  on 
3  face  of  a  dime. 

This  tiny  speck  of  material  is  the  very  brain  of  our  calcula- 
r.  It  is  a  custom  designed  Metallic  Oxide  Semi-Conductor 
vecall  it  Super  MOS  for  short).  And,  just  to  put  it  in  perspec- 
e  for  you,  it  helps  to  know  that  each  Super  MOS  chip  con- 
;ns  40  sguare  feet  of  complex  electrical  diagrams. 

Think  of  it!  A  blueprint  5  by  8  feet  is  reduced  to  something 
iu  can  hardly  see.  And  it  works! 


8  Super  MOS  chips. 

Our  414  has  8  Super  MOS  chips.  Each  chip  handles  the 
work  load  previously  assigned  to  20  integrated  circuits.  We 
are  the  first  manufacturer  of  calculators  to  use  Super  MOS 
chips.  And  to  date,  no  other  maker  has  achieved  this  extraor- 
dinary sophistication  in  design. 

With  Super  MOS  to  do  the  work,  the  414  can  add,  subtract, 
multiply,  divide,  place  decimals  automatically,  and  recall  the 
last  number  displayed  just  as  if  you  had  entered  it.  And  with 
fewer  components  and  electrical  connections,  our  414  has 
fewer  parts  to  wear  out,  fewer  things  to  go  wrong. 
What  does  it  all  mean? 

When  all  is  said  and  done,  it  really  comes  down  to  just 
what  we  said  up  at  the  top.  If  you're  going  to  buy  a  brand-new 
electronic  calculator,  you  really  ought  to  get  the  most  singu- 
larly advanced  one  you  can  find. 

The  Marchant  Model  414. 

It  may  look  like  other  calculators,  but  its  brain  thinks  just 
a  little  bit  ahead  of  all  the  rest. 


SMITH- CORONA  MARCHANT 

DIVISION  OF   SCM  CORPORATION 


MarchantJhe  First 


Involve  YDur 
Company 


--^  in  , 

entucl»^s 


SaB\JTIFIC 


70s 


PROJECT 


Among  all  the 
Industrial  Development 
Organizations  in  the  Nation 
(there  are  14,000) 
Kentucky's  Scientific  Program 
is  Unequaled. 


Ask  about  Our  Ten  Year 
Total  Resources 
Development  Plan. 


If  you  are  planning  a  new  plant  facility  or  expansion,  consider  the  emerging  energy 
capital  of  the  world  —  KENTUCKY.  The  "Scientific  70's  Project"  is  a  ten  year, 
non-political,  research  and  development,  consulting,  engineering  and  process 
development  program  embodying  the  findings  of  the  recognized  leaders  among 
independent  technical  firms  and  state  government  departments.  Scientific  and 
technical  breakthroughs  in  industrially  oriented  coal  derivatives,  new  types  of 
fuel,  petrochemicals  and  nuclear  fuels  are  combining  to  shape  the  industrial 
destiny  of  this  energy  rich  state.  Involve  your  company  now  in  the  "Scientific  70's 
Project."  How?  Call  or  write  Paul  Grubbs,  Commissioner,  Department  of  Commerce, 
F-51570,  Frankfort,  Kentucky  40601 .  .  .  Phone  (502)  564-4270.  Ask  also  for  the 
facts  developed  by  Kentucky  based  upon  information  contained  in  studies  con- 
ducted by  Bechtel  Corporation. 


20  N.  Wacker  Drive 
Chicago.  III.  60606 
Tel.  312-236-8773 


REGIONAL  OFFICES: 

45  Rockefeller  Center 
N.Y.,  NY.  10020 
Tel.212-581-9459 


BUILD  YOUR  FUTURE 


I^itucl^ 


615  S.  Flower  St. 

Los  Angeles,  Calif.  90017 

Tel.  213-624-8665 


LOUIE  B.  NUNN 
Governor 


34 


Trends 

&  Tangents 

(Continued  from  page  28) 
could  even  help  relieve  the  periodic 
revaluation  pressures  on  t)ie  price 
of  sold. 


Not  So  Eager 

Anyone  doubtful  whether  the 
U.S.  is  experiencing  a  business 
downturn  might  consider  the  drop 
in  college  recruitment  by  business. 
The  College  Placement  Council  re- 
ports that  so  far  this  college  year 
there  has  been  a  recruitment  drop 
of  16%  at  the  bachelor's  level,  26% 
at  the  master's  level  and  14%  at  the 
Ph.D.  level.  The  heaviest  dip  has 
been  experienced  on  the  technical 
side,  where  demand  from  the  aero- 
space industry  is  down  by  some 
60%.  The  one  group  going  against 
the  current  is  made  up  of  account- 
ing majors:  Demand  for  them  prom- 
ises to  be  up  again  this  year  by 
about  9%,  or  approximately  the 
same  as  in  the  last  three  years. 

Another  Link 

Big  ($1.4-billion-sales)  New 
York-based  Anaconda  Co.  may  be 
primarily  a  copper  producer,  but 
it  was  not  making  a  mere  token 
entry  into  the  aluminum  business 
when  it  first  began  building  its 
175,000-ton  reduction  plant  at  Co- 
lumbia Falls,  Mont.,  back  in  the 
mid-Fifties.  A  few  years  ago  An- 
aconda finally  succeeded  in  inte- 
grating its  aluminum  operations 
by  acquiring  an  interest  in  Kaiser's 
Alpart  alumina  consortium  in  Ja- 
maica. Now  it  is  planning  to  build 
a  110,000- ton  smelter  in  the  Ohio 
River  Valley.  "With  operations  now 
integrated  from  mine  to  consumer," 
Chairman  Jay  Parkinson  recently 
told  stockholders,  "future  profits 
should  be  substantially  improved." 

Tightfisted 

Managements  whose  companies 
were  raided  aren't  the  only  com- 
plainers  about  the  aftereffects  of 
the  takeover  boom  of  the  Sixties. 
Byron  K.  Trippet,  head  of  the  In- 
dependent College  Funds  of  Amer- 
ica, complains  that  many  conglom- 
erates are  stingy  in  their  philanthro- 
pies. Conglomerates,  he  says,  tend 
to  leave  philanthropic  decisions  to 
heads  of  subsidiaries  rather  than 
making  them  at  the  corporate  level. 
But  subsidiary  bosses  are  interested 
first  in  a  strong  profit  showing,  so 
the  result  is  often  lower  contribu- 
tions than  before  the  merger.  ■ 

V > 
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Ybu  caift  get  there  from  here.  There  are  no  simple 

solutions  to  the  transportation  problems  facing  our  cities.  How 
do  you  avoid  the  social  and  economic  upheavals  of  220  mph  cars, 
complex  monorail  systems,  "commuter-copter"  hetioports? 

These  are  just  a  few  of  the  problems  we're  working  on. 
We're  Marsh  &  McLennan,  industry's  leading  insurance  brokers. 
We've  specialized  in  this  complex  field  for  years,  helping  solve 
the  equally  complex  insurance  problems  that  develop  along 
with  it. 

No  matter  what  business  you're  in,  if  you  plan  to  be  in  it 
tomorrow,  call  us  today. 

Marsh  &  McLennan. 


The  more 

you  know  about 

the  world 

you  live  in, 

the  more 

you  know  about 

what  we  do. 


This  is  a  Now  age.  And 
we're  doing  our  best  to  l<eep 
it  that  way. 

We're  the  Avco  Corporation. 
And  to  us,  Now  means 
many  things. 

Like  land  development  for 
complete  new  communities 
and  sectional  homes  for  the 
housing  market. 

Or  Avco  Lycoming  engines 
for  helicopters  and  fixed-wing  " 
aircraft.  And  recreational 
vehicles  like  motor  homes  and 
travel  trailers. 

Now  also  means  involvement 
with  the  social  forces  of  our 
time.  Avco  Economic  Systems 
Corporation  operates  a 
successful  printing  plant  in  the 
Roxbury,  Massachusetts, 
inner-city  community.  It  is 
run  predominately  by  black 
residents  of  the  area. 

What  else  is  Now? 

Movies  like  "Sunflower" 
starring  Sophia  Loren  and 
Marcello  Mastroianni, directed 
by  Vittorio  De  Sica  and 
produced  by  Avco  Embassy 
Pictures.  And  "Promise  at 


Dawn"  directed  by  Jules  Dassin 
and  starring  Melina  Mercouri. 

Modern  insurance  plans 
styled  for  today  are  Now.  And 
our  Paul  Revere  Life  Insurartce 
is  among  the  nation's  leaders 
—both  in  group  and  personal 
policies. 

Personal  financial  services 
are  Now.  Avco  Financial 
Services  offers  the  best,  coast 
to  coast. 

We  could  go  on. ..and  on. 
About  Carte  Blanche  credit 
cards.  And  Avco  Broadcasting 
—both  radio  and  TV. 

In  fact,  we're  in  no  fewer 
than  21  of  the  fields  Forbes 
Magazine  has  characterized  as 
the  technologies  on  the  thresh- 
old of  the  greatest  growth 
during  the  next  15  years. 

The  next  15  years— that's 
Tomorrow.  And  Tomorrow's 
where  we  set  our  sights. 

Because  it's  the  only  way  we 
know  how  to  keep  on 
being  Now. 


ceep  on   ^^m 


Avco  Corporation 

1275  King  St.,  Greenwich,  Conn.  06833 


Would  you  like  a  report 
on  what  Beatrice  has  been  up  to? 

(Again  this  year) 


es,  net  earnings  and  earnings  per  common  share  all  set  NEW 
:ords  for  the  18th  consecutive  year,  ended  February  28,  1970. 

Sales:  $1.57  billion 

Net  Earnings:  $52.9  million 

Earnings  per  common  share:  $2.03 

a  complete  report  on  what  Beatrice  has  been  up  to,  write: 
iliasurer,  Department  B,  Beatrice  Foods  Co.,  120  South  La  Salle 
'9et,  Chicago,  Illinois  60603 

'■'  N  PROFIT  CENTERS:  DAIRY  •  GROCERY  •  CONFECTIONERY  «  WAREHOUSING  •  CHEMICAL  AND  MANUFACTURING  •  AGRI-PRODUCTS  •  INTERNATIONAL 
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READERS  SAY 


In  Exceptional  Man 
t 

Sir:  I  did,  indeed,  enjoy  the  lead  edi- 

orial  in  the  Apr.  1  issue  of  Forbes,  and 

am  dehiihted  to  see  that  >ou  share  m%' 

ligh  opinion  of  Bill  Rogers'  exceptional 

ibility.  With  wannest  regards. 

— RicH.\RD  M.  Nixon 
The  White  House 
Washington,  D.C. 

Sir:  I  appreciate  the  generous  coni- 
iient  in  the  Apr.  1  issue  of  Forbes. 

— WiLLi.\.M  P.  Rogers 

The  Secretary-  of  State, 

Washington,  D.C. 

I  So/ufion  fo  fhe  Problem? 

Sib:  I  am  associate  dean  of  a  school 
f  pharmacy  and  concerned  about  drug 
ddiction.  Your  article  in  the  Apr.  1  issue 
5  the  best  I  have  seen  on  presenting  the 
acts  in  regard  to  heroin.  The  present 
lethod  of  trying  to  cope  with  the  drug 
raffic  is  not  working  and  never  will  work. 

The  solution  is  to  take  the  profit  out 
F  it  by  repealing  the  laws  that  make 
irug  (any  drug)  possession  or  use  a 
irime.  Then  allow  the  addicts  to  go  to 
linics  where  thev  would  be  treated  at 
?asonable   prices   for   the   medical   proli- 

ni  they  have.  If  they  are  addicted  to 
eroin,  the  methadone  treatment  might 
e  tried.  A  number  of  heroin  addicts  are 
ow  being  treated  successfully.  True, 
lis  is,  in  a  sense,  substituting  one  drug 
)r  another,   but   it  works   to   the   extent 

it  these  people  again  become  useful 
lembers  of  society. 

The  cost  of  such  a  scheme  to  the  ta.x- 
uyer  wouiil  be  considerable  because 
undreds  of  these  clinics  would  need  to 
set  up.  However,  it  would  be  nuich 
leaper   than    the    enormous    amount    of 

oney    now    spent    on    police,    narcotics 

ents  and  the  courts  in  dealing  with  the 
rug   traffic,   plus   the   even   greater   cost 

cm  stolen   goods,   lost  man-hours,   cost 
prisons.    Not    to    mention    the    thou- 

nds  of   ruined   lives   because   we   have 

ade  a   crime   of  what   in   essence   is   a 

edical  problem. 

—Warren  D.  Kumler,  Ph.D. 

.,  Professor  of  Chemistry  and 

Pharmaceutical  Chemistr\', 

University  of  California 

San  Francisco,  Calif. 

SiB;  Since  it  is  the  current  trend  of 
agazines  to  feature  articles  on  drug 
diction,  I  am  not  surpri.sed  to  find 
)BBES  following  the  fashion.  But  I  am 
volted  by  the  subtitle  of  "The  Nar- 
tics  Trade,"  whicli  says,  "As  a  business, 
got  everything— growth,  profitability, 
unpur."  I  suppose  we  can  e.xpect  ar- 
les  on  the  "glamour"  of  war,  prostitu- 
ra,  etc. 

—Mrs.  Bert  F.  Hoselitz 
Chicago,  111. 

JAppare/if/y   reader   Hoselitz   read   only 
'e  ironic  headline,  not  the  article— Ed. 
( Continued  on  page  46 ) 
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^6495  buys 

you  a  perfect 
memory 


From  Bell  &  Howell:  a 
solid-state  AC/DC  cassette 
player/ recorder  that  lets 
you  record  anything,  even 
phone  conversations.  Just 
attach  the  pick-up  to  your 
telephone  (in  states  where 
legal),  and  your  conversa- 
tion is  recorded  verbatim. 
(It's  a  good  idea  to  tell  the 
other  party  that  you're  re- 
cording.) Model  2395  also 
records  live  with  a  micro- 
phone, and  plays  pre- 
recorded cassette  albums. 
The  exclusive  Audio  Eye"^ 
changes  color  to  show  you 
what  the  unit's  doing.  And 
the  keyboard  controls 
assure  easy  operation.  For 
the  dealer  nearest  you,  call 
toll-free:  800-243-6000. 

consuniER  ELECTRonics  avsmn 

B"  BellbHouuell 
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Be  honest  now. 
Do  these  look  like  trailers? 


n 


J 
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Our  new  Maryland 
Shipbuilding  and  Drydock 
Company  can  cut  a  troop 
transport  in  half,  extend 
it,  and  lo  and  behold, 
below  the  hold  is  a 
container  ship. 


The  only  thing 
trailer-like  about  this 
container  is  that  it  never 
got  off  the  ground.  It's  a 
Practice  Recovery  Spacecraft, 
designed  in  part  for  NASA  by  Fruehauf's 
forward-looking  Integrated  Systems 
and  Products  Division. 


This  gargantuan  hunk 
of  steel  is  a  crane.  A 
Paceco  Portainer*  crane. 
One  of  many  stationed  in 
more  world  ports  than 
all  other  docksidf' 
container  cranes 
combined. 


X>v> 
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J 
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Another  non-trailer 
is  the  "Big  John" 
aluminum  hopper 
car  by  our  Magor 
Railcar  Division. 
Originally  built  to 
specification  for  the 
Southern  Railway, 
ithis  grain-carrier  is 
the  largest  Aluminun 
Covered  Hopper  car 
in  the  world. 


:u 


This  dredge  by  the  Paceco 
division  proves  Fruehauf's  not  )ust 
a  trailer,  but  a  bit  of  railcar,  a 
bit  of  container,  a  bit  of  ship,  and  a 
bit  of  several  other  divisions  we'll 
I  tell  you  about  sometime. 


Write  us  at  Fruehauf  about  any  of  your 
transportation  needs.  If  we  don't  have  an 
immediate  solution,  we'll  dredge  one  up  for 
you.  Fruehauf  Corporation.  10900  Harper, 
Detroit,  Michigan  48232. 


^t^_ 


TOTAL  TRANSPORTATION 


.'Portainer  is  «  r«gi«ter«d  trademark.. 
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He's  working  to  make  your  life  better. 

He's  an  artist.  Not  exactly  starving  in  a  garret,  either.  Because  our  society 
is  more  and  more  inclined  to  reward  those  who  achieve  excellence  in  their  chosen 
fields.  But  what  drives  this  man  beyond  financial  incentive  is  the  compulsion 
to  add  new  perspectives  to  our  view  of  life. 

The  same  motivation  drives  our  agents  in  serving  your  life  insurance  needs. 


National  Life 


of  Vermont 


National  Life  Insurance  Company,  Montpelier,  Vermont 
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All  our  bankers  aren't  bankers,  anymore. 


Meet  our  expert  in  Corporate  Finance. 

The  day  we  hired  Sam  Myer  to  help  direct  our  new  Finan- 
cial Consulting  Service,  we  acquired  23  years  of  experience 
in  financial  counseling.  Experience  with  some  of  the  coun- 
try's finest  investment  banking  and  brokerage  firms. 

Now,  big  or  small  businesses  and,  in  fact,  any  organiza- 
tion requiring  financial  planning,  can  come  to  us  in  strictest 
confidence  and  get  answers  to  such  questions  as: 

How  much  money  will  we  need  to  implement  our  plans 
for  growth?  How  much  of  it  should  be  raised  externally? 

Should  we  go  public? 
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Should  we  have  more  debt?  Should  it  be  long  term. 

What  will  different  types  of  money  cost  us?  What  n 

market  should  we  enter?  And  when? 

A  year  ago.  we  couldn't  begin  to  answer  question 
these.  If  we  got  any.  we'd  refer  them  to  appropriate  fin: 
specialists.  I 

Today,  when  a  customer  asks  a  question  aboiit  capii 
tion  or  capital  growth,  we  can  give  him  the  answer 
expert.  Ours.  1 

First  Pennsylvania  Be 

The  First  Pennsylvania  Banking  and  Trust  Compaj 
15th  and  Chestnut  Sts..  Philadelphia.  Pa.  19101 
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keypunches  are  here  to  stay. 


Punch  card  input  is  wasting 
nne  of  today's  computers, 
'uters  capable  of  processing 
00.000  characters  of  informa- 
/ery  second. 

Card-handling  is  wasting 
tor  time. 

We  solved  these  problems 
16  KeyProcessing  System.  It 
3tes  cords  and  cord-handling 


forever.  And  is  far  superior  to  key- 
to-tape  systems. 

This  totally  new  concept  in 
data  processing,  a  computer-con- 
trolled keyboard  input  system,  isn't 
just  a  gleam  in  an  engineer's  eye. 
Our  systems  have  been  out  in  the 
field  and  working  for  almost  a  year. 
Former  keypunch  and  key-to-tape 
users  ore  getting  a  lot  more  produc- 


tivity for  the  same  money.  Or  the 
some  productivity  for  a  lot  less 
money. 

And  they  all  feel  the  same 
way:  the  KeyProcessing  System  is 
here  to  stay. 


■■Jl  ■" 


Computer  Machinery  Corporation 


rrington  Avenue,  Los  Angeles,  California  90064  •  New  York  •  Washington  •  Chicago  •  Detroit  •  Dallas  •  San  Francisco  •  London  •  Paris 


If  you  do  business 
around  the  world, 
we  can  help  protecl 
your  profits. 


If  protecting  corporate  assets  is  a  complicated  joti 
in  this  country,  the  problems  are  geometricallj 
compounded  for  foreign  operations.  National  laws! 
experience  and  attitudes  dictate  different  handling 
And  there  are  problems  of  communication -faiif 
ure  to  arrive  at  a  clear  understanding  can  prov'| 
disastrous. 

To  give  in-depth,  on-the-spot  service  fc| 
any  kind  of  insurance  or  employee  benefit  protl 
lem,  we  established  our  own  fully  staffed  officel 
in  countries  where  no  local  broker  met  J&H  stancl 
ards  of  service.  Fully  staffed  in  Sao  Paulo,  Brazil 
for  example,  means  over  sixty  employees-irf 
eluding  safety,  claims,  loss  prevention  and  oth(l 
specialists  — as  professionally  capable  as  our  sta| 
in  U.S.  and  Canadian  offices.  In  other  foreign  bus 
ness  centers,  we  have  developed  longstandinl 
exclusive  correspondent  relationships  with  eacj 
country's  leading  broker. 

It  is  of  utmost  importance  to  be  on  tc| 
of  local  requirements  and  practices.  And  to  bred 
down  the  communications  barrier  through  loc 
understanding  of  the  American  approach.  J&H 
international  network  puts  us  in  a  unique  positi(| 
to  help  you  develop  a  coordinated  insurance 
employee  benefits  program  anywhere  in  the  worll 


In  major  cities  in  the  United  States.  Canada,  around  the  world,  and  at  95  Wall  Street,  New  York. 
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Sale  on  Commodore  Jet 
eases  tight  money  crunch, 


You  can  now  buy  this  superb  8-pas- 
scngcr  jet  for  little  more  than  you'd  pay  for 
a  turbo  prop.  Or  for  almost  half  the  price 
of  a  similar  jet. 

At  a  time  when  money  is  tight  and  in- 
terest rates  arc  soaring,  the  low  price  is  too 
good  to  pass  up.  Especially  when  you  con- 
sider how  much  you  can  save  in  executive 
time. 

Why  a  sale  on  the  Commodore  Jet 
1121?  Because  we're  making  room  for  the 
new  Commodore  1 123  to  be  announced  this 
fall. 

125  of  America's  top  corporations 
have  bought  the  Commodore  1121  at  its 
regular  price  and  consider  it  a  bargain. 

You  can  save.  And  get  immediate  de- 
livery. 

It  all  adds  up  to  a  fantastic  opportu- 
nity. Why  don't  you  write  us,  or  call  col- 
lect: Commodore  Jet  Sales,  2001  Jefferson 
Davis  Highwav,  Arlington,  Va.  22202. 
^  Tef.  (703)920-0100. 

But  do  it  now.  Our  inventory  is  low. 

COMMODORE 

JETSALES 
WF  AMERICA,  INC. 


Sales  Centers:  kerr  avi.wion,  Wiley  Post  Airport,  Bethany,  Oklahoma,  Tel.  (405)  789-4020 

NORTHERN  AIRMOTIVE,  Minneapolis-St.  Paul  International  Airport,  Minnesota,  Tel.  (612)  726-5700 

THE  JET  CENTER,  Van  Nujs  Municipal  Airpon,  California,  Tel.  (213)  988-2800 
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WAUKEE 

more  than  ju8t 
beer  barrel  polka. 


^ 
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Your  best  people  can  waste  away  from  cultural  malnutrition  in  the 
hinterlands  of  America. 

Not  so  in  Milwaukee.  Relocation  or  expansion  of  your  plant  here 
means  a  full  life.  Including  culture.  Not  just  a  juke  box  and  bare  high- 
ways to  stare  at  after  5:30. 

At  the  drop  of  a  baton,  you'll  find  as  many  Milwaukeeans  soaring 
with  the  renowned  Milwaukee  Symphony  as  with  oompah. 

Our  aesthetic  appetites  are  lusty. 

Cultivated  musical  tastes  have  created  the  Florentine  Opera  and  the 
Fine  Arts  Quartet. 

Our  Milwaukee  Repertory  Theatre  is  a  model  showcase  for  contem- 
porary American  dramatic  entertainment.  And  the  Skylight  and  Melody 
Top  Theatres  are  its  semi-classical  and  musical  counterparts. 

A  full  spectrum  for  personal  enrichment.  Whatever  turns  you  on, 
it's  here  waiting  for  you. 

including  polka  and  beer. 

Find  out  more  by  writing:  DIVISION  OF  ECONOMIC  DEVELOP- 
MENT, DEPARTMENT  OF  CITY  DEVELOPMENT   CITY  HALL 
-ROOM  FBS-570,  MILWAUKEE.  WISCONSIN  53202. 

Milwaukee:  a  beapiiful  way  of  life. 
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READERS  SAY 


(Continued  from  page  39) 

Sir:  ...  If  the  trade  flourishes  becaii: 
it  is  profitable,  then  it  must  be  ,mac 
unprofitable. 

—Gene  L.  Downb 
Florissant,  M 

Sir:    Your    estimate   of   U.S.    e.xpend 

tures     for    heroin     ( $2.8    billion )     is 

respectable   percentage   of   the   gross  n 

tional  product.  Perhaps  it  would  be  se 

sible,  on  economic,  on  crime-control,  ai 

on   therapeutic   grounds,   if  the   Cover 

ment  made  the  stuff  available  free  to  ; 

confirmed    addicts.    The    cost    might  i 

comparable     to     the     amount     cmrenl 

spent  to  reduce  smuggling,  which  won 

then    become    obsolete.     Concomitant' 

the  crime  that  now  supports  heroin  pi, 

chases  would  be  drastically  reduced.  A 

tlie  addicts  more  accessible  to  therapy,  i 

—Norman  H.  Andehs( 

Professor  of  Psycholoil 

University  of  Califon 

San  Diego,  Ca 

Sn\:   You  have  admitted  the  proble 
which  is  a  meaningful  step. 

— VViLLi.^M  R.  Angii 
Boston,  Mi^ 

A  Share  for  Everyone 


Sir:  Re  your  article  on  the  oceans  ;■ 
wIk)  shall  have  the  right  to  mine  tl 
resources  (Forbes,  Mar.  15),  it  is  ■ 
vious  an  international  agreement  tc 
be  made  to  settle  this  matter  befori 
leads  to  a  Third  World  War. 

However,  why  should  the  oce; 
riches  be  limited  only  to  those  nati 
that  border  the  oceans?  As  oceano;i 
phy  becomes  more  advanced,  it 
soon  become  possible  to  exploit 
oceans  to  any  depth.  Since  landloc 
nations  often  are  economically  worse 
than  those  with  sea  borders,  they  shi 
get  their  share  of  "ocean  rights." 

—Roger  Ber( 
Miami, 

People  Pollution? 

Sir:  The  real  "kicker"  in  the  vv 
de-pollution  problem  (Fact  b-  Comn 
Apr.  1,  p.  15)  is  the  population  o 
sion.  Y'ou  can't  solve  the  pollution  f 
lem  without  first  controlling  popula 
and  until  we  recognize  this  fact 
never  solve  the  pollution  problem. 
get  the  horse  back  in  the  barn  and 
worr\'  about  keeping  him  there. 

-David  H.  K 
Presi 

Knapp  Sales  &  Engine 
Atlanta 

Sir:    Littering  by  homo  sapiens 

stinctive.     Therefore,     littering    car 

stopped  onltj  by  keeping  litterable 

stances  out  of  his  cottonpicking  finge  ^ 

—Scott  McClan 

Seattle,  > 

(  Continued  on  page  255) 
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Some  chairs  are 
less  comfortable 
than  others. 

Some  chairs  are  uncomfortable 
whether  they're  designed  well  or  not. 
There  are  any  number  of  fantastically 
uncomfortable  chairs  on  the  market 
that  are  inhuman  to  sit  in  for  any 
length  of  time.  Usually  because  they 
were  designed  just  for  looks 
and  nothing  else. 

At  GF,  we  always  keep  some- 
thing else  in  mind:  the  form  that's  put 
into  the  chair.  The 
purpose  of  our  40/4 
chair  is  to  let  people 
sit  comfortably.  This 
chair  is  made  entirely  of 
metal  but  in  such  a  way 
that  it's  one  of  the 
most  comfortable 
chairs  on  the  market. 
The  seat  is  curved  to 
fit  the  human  form, 
and  the  back  has  just 
the  right  angle  to  keep  circulation 
flowing  and  body  weight  evenly 
distributed. 

And  because  it's  a  striking  bit 
of  modern  designTthe  40/4  i"§  part 
of  the  Museum  of  Modern  Art's 
selected  collection.  Which  is  a  definite 
acknowledgement  of  excellence. 

GF:  First  in  Form  and  Function. 
For  more  information  on  GF  chairs, 
write  The  General  Fireproofing  Com- 
pany, Youngstown,  Ohio  44501,  or 
get  in  touch  with  your  local  GF  branch 
or  dealer  listed  in  the  Yellow  Pages. 


I 


GF  Business  Equipment 
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Calling  us  just  a  telephone  compaiQr 

is  like  calling 
Leonardo  DaV^nd  just  a  painter. 


'^1  ff 


Leonardo's  parachute. 


. 


General  Telephone  &  Electronics  is  in- 
volved in  domestic  and  international  tele- 
communications . . .  home  entertainment . . . 
every  type  of  home  and  industrial  lighting. . . 
computer  software  systems. ..and  all- phases 
of  advance  research. 

But  please  don't  get  us  w/rong.  We  started 


in  the  telephone  business.  We  grew  up  in 
the  telephone  business.  And  we're  still  very 
much  in  it. 

So  we  don't  really  mind  your  referring  to 
us  as  just  a  phone  company. 

It  simply  serves  to  remind  us  of  how  far 
we  have  come. 


General  Telephone  &  Electronics 
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The  200  million  dollar  truck  driver. 


The  man  who  began  the 
world's  largest  truck  leasing  com- 
pany staned  with  callouses  on  his 
stomach.  From  loading  and  unload 
ing  trucks  iiill  of  concrete  blocks. 

In  "33  his  meal  money 
depended  on  keeping  a  $125  tin 
lizzy  truck  running  day  and  night. 
If  it  didn't  run,  he  didn't  eat. 

It's  still  that  way  at  Rvder. 
If  the  trucks  we  lease  you  don't 
keep  running,  we  don't  eat. 

So  we  own  250  truck  main- 
tenance centers  across  the  country. 
"Own','  not  franchise.  When 
a  truck  you've  leased  from  us  is 
in  trouble  in  Albuquerque  at 
two  in  the  morning,  our  man  has 


orders  to  get  that  load  going 
again  before  anything  else. 
Or  he  doesn't  eat. 

The  men  who  run  our  fuel 
tax  reporting  and  route  pro- 
gramming have  a  third  generation 
Burroughs  3500  ticking  on 
every  truck.  If  they  dcn't  deliver 
lowest  fuel  costs  and  maximum 
tax  refunds,  they  don't  eat. 

Ryder  has  23  mechanic 
instructors  on  staff.  And  we  have 
eleven  training  schools  for 
more  mechanics.  With  31,000 
trucks,  we'd  better  have 
the  best  mechanics  in 
America.  Or  we  don't  eat. 

Our  fleet  engineers 


make  sure  your  trucks  have  the 
right  brake  power  and  axle  strength 
and  fuel  capacity  to  do  everything 
you  ask  those  trucks  to  do. 

Our  field  reps  make  sure 
your  lease  agreement  covers 
every  hidden  transportation  cost 
you've  got,  right  down  to  screwing 
on  license  plates. 

There  are  a  hundred  other 
reasons  why  the  trucks  you  lease 
from  Ryder  have  to  cost  you 
less  in  the  long  haul.  But 
they  all  come  down  to 
the  one  truth  our  boss 
found  out  in  1933. 

If  they  don't  roll, 
we  don't  eat. 


Should  ylWHUH?  trucks  trom 
Ryder.'  Write  tor  our  fun-to-read 
Kx'iklct,  'Do  \xiu  run  your  trucks  or 
do  they  run  V(,>u.' "  OH.  Bradbury, 
Vice  President,  Rvder  Truck  Rental, 
Dept.  W5,  2701  South  Bayshore 
Drive.  Miami,  Florida  331 33.  Or  call 
\  our  local  RvdcrTruck  Rental  office. 
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Can  two  medium-sized  successful  companies 
get  together  and  compete  more  effectively  in 
an  industry  peopled  by  giants  and  possessed 
of  a  voracious  appetite  for  capital? 


We  think  so. 

We're  Great  Northern  Nekoosa. 
A  new  company  that  brings  together 
two  successful  companies. 

Nekoosa-Edwards  Paper,  for  one. 

The  country's  leading  producer 
of  business  forms  papers, 

A  major  innovator  of  papers  for 
computers  and  copiers. 

And  a  producer  of  high-grade 
business  communication  papers. 

All  amounting  to  a  1969  sales  ''^c- 
ordof  $165  million  (up  18%  over  1968). 

And  Great  Northern  Paper 

The  country's  leading  independ- 
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ent  producer  of  newsprint  and  con- 
tainerboard.  And  a  major  producer  of 
printing  papers  for  directories,  catalogs, 
magazines,  paperbacks  and  special 
supplements. 

All  amounting  to  a  1969  sales  rec- 
ord of  $175  million  (up  12%  over  1968). 

So  you  can  begin  to  see  how  our 
merger  adds  up  to  a  new  company 
greater  than  both  our  parts. 

Now  we  have  the  power  of  diver- 
sity. A  diversity  that  runs  the  gamut  of 
the  paper-making  field 

More  important,  we  have  the 
power  of  capital.  With  combined  assets 
of  $430  million,  combined  sales  of  $340 
million, annual  net  incomeof  $20  million 


and  a  cash  flow  of  $48  million  a  year 
Yes,  we  think  two  successful  me- 
dium-sized companies  can  get  together 
and  compete  successfully 

Especially  if  together  they  amount 
to  more  than  just  two  successful  com- 
panies. Great  Northern  Nekoosa,  522 
Fifth  Ave.,  New  York,  N.Y  10036. 

GRB^T 

NORTHERN 

NEKODSA 

CCWORAriON 


FORBES.    MAY    15,    1970 


*B$^> 


-AVTI  .^1 


In  the  middle  of  trying 

to  figure  out  the  best 

location  for  the 

new  facility? 

Give  us  a  call.  We'll 

help  you  plant 

your  plant. 


Yours  is  a  growing  company  and  you've  got  to 
expand.  Or  branch  out.  Or  re-locate  altogether. 
The  question  is,  where?  That's  where  we  can 
help.  We'll  give  you  the  vital  statistics  on  virtu- 
ally every  city,  town  and  wide  spot  in  the  road 
everywhere  in  the  Northern  Plains.*  And  we'll 
help  you  match  the  right  information  to  your 
company's  needs. 

The  information  is  free  and  confidential.  So's  the 
consultation,  whether  in  our  office,  yours  or  over 
the  phone.  But  in  case  you'd  rather  write,  the 
address  is:  Mr.  W.  A.  Spitzenberger.  Director, 
Area  Development  Department,  Northern  Natural 
Gas  Company,  2223  Dodge  Street,  Omaha, 
Nebraska  68102. 

*lowa,   Kansas,   Minnesota,   Nebraska,  South   Dakota 
Upper  Michigan  and  Wisconsin. 


Northern 
Natural  Gas 

Company   Home  office:  Omaha, Nebraska 
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Considerations 
for  managers 
facing  the  problem  of 
a  marginal  plant. 


If  you  are  paying  increasing  penal- 
ties for  inefficient  manufacturing 
or  distribution  facilities,  here  are 
Sonne  questions  to  ask  your  staff. 

•  Can  we  make  a  reliable  estimate 
comparing  the  operating  and  capi- 
tal costs  of  improving  existing  facil- 
ities with  the  costs  of  a  new  plant  at 
a  new  location? 

•  If  we  decide  to  improve  existing 
facilities,  will  we  have  sufficient 
capacity  and  flexibility  to  cope  with 
the  possibility  of  new  products, 
merger  or  acquisition? 

•  Will  the  planning,  design  and  con- 
struction of  improved  facilities  be 
handled  without  interfering  with 
production,  and  so  as  to  assure 
on-schedule  and  within-budget 
completion? 


•  Do  we  have  the  internal  resources 
to  assure  satisfactory  answers  to 
these  questions? 

An  Austin  FACILITY  ANALYSIS  can 
help  you  answer  them.  It  is  one  of 
seven  Austin  engineering-econom- 
ic-consulting services  which  are  an 
important  initial  step  in  a  systems 
approach  to  the  development  of 
solutions  to  plant  facility  problems. 

Austin  specialists  begin  by  analyz- 
ing your  objectives  as  well  as  the 
methods  available  to  attain  them. 
Alternative  solutions  are  carefully 
studied  with  the  aim  of  combining 
all  resources  —  men,  machinery, 
materials,  and  money  —  into  the 
most  effective  answer  to  your  prob- 
lem. This  systems  approach,  based 
on  nearly  a  century  of  service  to 


commerce  and  industry,  produces 
measurable  benefits  in  time,  effort, 
and  money  for  Austin  clients. 

AUSTIN  ENGINEERING-ECONOMIC 
CONSULTING  SERVICES 

Facility  Analyses 
Feasibility  Studies 
Plant  Location  Surveys 
Site  Evaluation,  Selection 

and  Planning 
Land  Development  Planning 
Utility  Analyses 
Material  Handling  and 

Distribution  Studies 

Austin  offers  any  or  all  of  these 
services  in  addition  to  its  design, 
engineering  and  construction  serv- 
ices for  industry,  commercial  and 
institutional  facilities.  For  further 
information,  please  write,  wire  or 
teletype:  The  Austin  Company, 
3650  Mayfield  Rd.,  Cleveland,  Ohio 
44121. 


THE  AUSTIN  COMPANY 

Designers  •  Engineers  •  Builders 


Construction  financing  available  at  this  time 
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'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


THANK  HEAVEN  FOR   EARTH  DAY 


Imagine,  \outIi  aroused  for  something  that  even  we  par- 
ents, ever  so  obtuse/retarded  as  we  may  be,  can  applaud. 


While  lengthening  our  lives  here  on  earth  may  shorten  our 
(heavenly)  hereafter,  a  lot  of  us  would  make  that  sacrifice. 


WE  CAN  DREAM,   CAN'T  WE 


A  number  of  people  are  thinking  now  about  how  our 
country  should  celebrate  its  200th  anniversary  in  1976. 

The  usual  claques  are  queuing  up  to  seek  designation  of 
their  respecti%e  cities  as  the  site  for  a  '76  expo,  including 
Boston,  Philadelphia,  Washington  and  Miami. 

A  few  of  those  giving  the  subject  thought,  though, 
have  come  up  with  a  constructive  instead  of  purely  con- 
structional idea.  A  Massachusetts  architectural  firm,  The 
Cambridge  Seven,  has  suggested  a  super  corridor  that 
would  provide  super  modern  mass  rapid  transit  from  Bos- 
ton to  Washington,  with  super  impressive  exhibition  stops 
along  the  way  which  could  provide  multiple  uses  quite 
aside  from  off-and-oning  passengers. 

The  man  in  charge  of  sifting  suggestions  in  the  Depart- 
ment of  Commerce  reacts  to  such  ideas  by  asking  "wheth- 
er the  \acationing  couple  from  Boise,  Idaho  will  come  to 
look  at  urban  exercises." 

I've  got  news  for  him.  People  would  come  from  all  over 


the  world,  including  Boise  and  even  Hoboken,  to  see  such 
an  Eighth  Wonder  of  the  World  as  an  imaginative,  func- 
tioning, technologically  supertransit  system  in  a  megalopo- 
lis. Just  remember,  aside  from  cheap  caviar,  the  principal 
tourist  attraction  in  Moscow  is  its  sparkling  subway  with 
murals  and  chandeliers  at  all  the  stops. 

I've  got  more  news  for  our  Washington  sifter. 

Any  plans  to  mark  America's  200th  birthday  with  an- 
other collection  of  temporary  architectural  baubles  will 
probably  be  met  by  the  young  with  a  more  violent  re- 
action than  the  indifferent  yawns  with  which  most  of 
us  would  greet  them. 

Even  getting  under  way  with  a  worthless  plan  for  some 
momentary  and  stupid  project  will  take  a  lot  of  time,  effort 
and  money.  Wouldn't  it  be  wonderful  if  all  that  time, 
effort  and  money  went  to  something  as  full  of  worthwhile 
and  exciting  possibilities  as  the  suggestion  of  The  Cam- 
bridge Seven? 


RISING  SUN  AROUSING  IRE 


Japan's  economic  achievements  are  fantastic.  Its  ever- 
working,  scurrying  people  make  the  proverbial  busy  ants 
look  like  lazy  Sybarites.  The  payoff  has  been  fabulous  eco- 
nomic growth  and  ever  greater  dominance  in  more  and 
more  markets  around  the  world.  Their-  stuff  is  generally 
good,  often  better  and  less  expensive  than  that  of  most 
competitors. 

But  Japan,  depending  in  most  major  measure  on  foreign 


markets  and  hence  an  ardent  advocate  of  liberal  interna- 
tional trade,  has  long  been  deteiminedly  protectionist  as 
far  as  its  home  marketplace  is  concerned.  Barriers  abound 
for  those  from  other  lands  who  would  do  business  in  Japan. 

There  is  no  way  to  have  it  both  ways  in  perpetuity. 

Those  responsible  for  the  Rising  Sun's  rising  prosperity 
better  move  soon  either  to  lower  their  own  barriers  or  to 
meet  with  new  barriers  abroad. 
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LET'S  GET  ON  WITH  THE  JOB 


The  oil  industry  ought  to  lubricate  some  of  its  squeak- 
ing spokesmen. 

Not  long  ago  Chicago's  oil  Napoleon,  John  Swearingen, 
head  of  Standard  Oil  of  Indiana,  was  reported  in  the 
New  York  Times  as  having  "acknowledged  the  seriousness 
of  the  pollution  problem.  But  he  also  attacked  what  he 
called  'hysteria'  and  indirectly  criticized  the  General  Mo- 
tors Corporation,  which  is  pressing  the  antipollution  fight 


from  Detroit." 

He  said  less-polluting  gasoline  would,  on  the  average, 
cost  more. 

So?  ' 

Let's  lay  off  General  Motors,  John,  and  get  the  lead  out. 
I'm  sure  if  you  will  do,  your  thing,  as  General  Motors 
is  doing  theirs  with  de-pollution  projects,  we  will  all 
live  a  little  longer. 


UNTIL  IT'S  DONE  WITH,  REFORM  IT 


President  Nixon  is  seriously  detennined  to  do  away  with 
the  draft.  Surprisingly,  a  commission  with  some  very  Mili- 
tary knowledgeable  men  says  it  can  be  done,  that  by  rais- 
ing Lower  Rank  wages  appreciably  we  can  garner  one-third 
of  a  million  volunteers  annually  to  maintain  a  strength  of 
2.5  million. 

I  hope  so,  but  I  don't  believe  it  for  a  minute. 

The  minute  the  draft  is  done,  present  volunteer  enlist- 
ment rates  will  plummet.  Most  "volunteers"  volunteer  when 
they  feel  the  draft  on  their  necks  and  wish  to  escape  the 
Army  and  pick  the  Navy  or  the  Marines  or  the  Air  Force. 

For  sure,  voluntary  armed  forces  would  mean  less  num- 
bers and  an  infinitely  wiser  use  of  the  manpower  available 
—another  excellent  reason  for  wishing  we  could  be  draftless. 


But  until  that  unlikely  day,  let's  not  delay  longer  in  mak- 
ing the  draft  fairer.  President  Nixon  took  an  important 
step  by  instituting  a  lottery  and  by  abolishing  future 
job  and  family  deferments.  If  the  draft  is  to  be  fair, 
of  almost  co-equal  importance  is  the  elimination  of  stu- 
dent deferments.  A  fellow  turns  19;  his  name  goes  in 
the  pot;  and  after  it's  drawn  he  does  his  stint  forthwith;  or 
if  he  is  not  called  he  can  forget  the  whole  thing— unless  of 
course  there  is  a  defense  emergency. 

Mr.  President,  good  luck  on  doing  away  with  the  draft. 

But  until  you  can  make  that  millennium,  could  you  finish 
your  fight  for  fairness  under  our  compulsory  miUtary  ser- 
vice system  by  prodding  Congress  to  eliminate  student 
deferments? 


LOEW'S 

Reaching  new  ones  all  the  time. 

HONESTY  IS  ITS   OWN  REWARD 


Sure. 


But  if  you're  12  years  old,  find  six  stolen  wristwatches 
worth  $220,  and  get  them  back  to  Ye  Old  Watch  Shoppe 
from  whence  they  were  lifted,  a  tangible  Thank  You  might 
supplement  the  impetus  to  honesty. 

True  story:  Ye  Old  Watch  Shoppe's  owner  commend- 
ed httle  Joe  Headly  of  Palmdale,  Calif,  for  his  honesty— 
and  rewarded  him  with  a  soda. 


Now,  who  spread  that  canard  that  Scrooge  was— is— a 
fictional  character? 

In  Britain,  such  Scrooging  is  illegal.  Anyone,  including 
12-year-olds,  who  finds  money  or  other  valuables  and 
hands  them  into  the  Police  Department  receives  a  suitable 
reward,  set  by  a  magistrate,  which  must  be  paid  by  the 
owner.  Everyone,  and  most  of  all  the  insurance  companies, 
profits  from  making  honesty  more  than  its  own  reward. 


HOW'S  THAT 

A  while  ago  a  company  modernized  its  kitchen,  used  to 
feed  corporate  customers  and  guests.  For  some  reason, 
the  architect  specified  a  refrigerator  called  "Revco."  It 
gave  continuous  trouble.  After  much  aggravation,  agita- 
tion and  discussion,  the  original  was  replaced  with  a 
new  one  by  the  manufacturer. 

After  a  while,  the  replacement,  too,  broke  down.  Calls 
for  help  ill  all  directions  produced  little  response.  When 
finally  a  serviceman  appeared,  he  declared  the  troubles 
would  cost  $200  to  remedy. 

When  the  m.ittpr  was  brought  to  the  manufacturer's 
attention,  he  advised  that,  while  the  original  refrigerator 


FOR  LOGIC? 

had  a  warranty,  the  replacement  had  none  because  it 
was  filling  the  original  warranty! 

At  which  point  the  company  decided  it  was  wiser, 
cheaper,  more  sensible  to  get  rid  of  that  make  and  begin 
all  over  again. 

With  a  new  brand. 


DEFINITIONS 

Speculator:  One  who  bought  slocks  that  went  down. 
Investor:  One  who  bought  stocks  that  went  up. 


—Malcolm  S.  Forbes, 

Editor-in-Chief 


iMF  mixes  business  with 
isure.  Profitably, 
-hat's  what  it's  all  about.  And 
it  AMFis  all  about. 
ilix.  Profit.  Business.  Pleasure, 
"hose  four  words  say  a  lot  about 
F  and  its  future.  AMF  has  a 
c  on  that  future.  The  key — a 
fitable  mix  of  industrial 
ducts  for  the  business  market, 
I  leisure  products  for  the 
isure  market. 


AMF 

aixes  business 
with  pleasure 

Profitably. 


Which  means  that: 

With  one  hand,  we're  producing 
industrial  products  that  increase 
production,  create  skilled  jobs, 
bring  costs  down,  and  increase 
leisure  time. 

And  with  the  other  hand,  we're 
producing  the  pleasure  products 
that  use  up  the  leisure  time  we 
created  in  the  first  place. 

Business  and  Pleasure.  They're 
two  sides  of  the  same  dollar  bill. 
And  that's  the  name  of  the 
game.  Dollars. 


In  1969,  the  AMF  cash  register 
punched  out  over  six  hundred 
million  sales  dollars.  Take  a  look 
at  our  Annual  Report.  It  shows 
how  neatly  we  mixed  business 
with  pleasure. 

And  how  profitably. 


AMF  Incorporated 
261  Madison  Ave.,  ^^  ^!^Pi 
N.Y.,N.Y.  10016.  >XJ\/I 
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uter  &  Co. 


When  you  go  Octoputer,  a  3  billion  dollar 
communications  company  backs  you  up  all  the  way 


Getting  a  new  computer  system  is  no  joke. 
It  involves  lots  of  money. 
And  important  decisions,  like  the  maker 

and  the  equipment. 

And  then  getting  the  equipment  going 

and  keeping  it  going. 

RCA's  making  it  all  easier 

We  make  your  decisions  easier 

Most  of  our  salesmen  started  as  systems 

men.  They've  put  systems  together  They 

know  your  problems.  So  they  know  what 

you  need  at  least  as  well  as  you  do. 
We  make  getting  a  computer  easier 
Check  our  new  plan  that  combines  the 

economy  of  a  purchase  with  the  flexibility 

of  a  lease. 


No  other  computer  maker  has  a  plan  like  it. 

We  make  the  switch-over  from  your  old 
system  easier 

Our  systems  men  are  known  as  some  of 
the  best  in  the  business.  Just  ask  our  cus- 
tomers. 

We've  made  computing  easier,  too. 

The  Octoputers  bring  computing  to  you, 
instead  of  vice  versa.  Use  yours  from  across 
the  room  or  across  the  country. 

It's  a  concept  called  remote  computing. 
It's  based  on  communications,  RCA's  trump 
card. 

Get  an  Octoputer,  and  you  get  RCA. 

That's  a  lot  of  company  to  keep  you 
company. 


RCil 

COMPUTERS 


We're  seeking  metals 

for  your  1977  car.  The  materials  crunch  In 
the  70's  will  create  new  challenges  for  "old  reliables" 
such  as  copper,  lead,  zinc,  silver  and  asbestos. 
Where  will  these  materials  come  from?  Most  of  them 
are  still  in  the  ground. 

Todav.  Asarco  uses  the  most  modern  exploration 
techniques  to  find  new  mineral  deposits  and  to  help  ensure 
a  future  supply  of  these  all-important  materials. 

Asarco  has  also  ir.-c^ted  millions  of  dollars  to  make 
existing  mines  mort  prccuctive...to  develop  new  alloys... 
to  extend  the  capabilities  of  our  present  metals . . . 
and  to  e.xpand  the  market  for  our  metals  and  allovs. 
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ASARCO       AMERICAN  SMELTING  AND  REFINING  COMPANY 


1  20  BROAOWAV,  NEW  YORK,  N.  V.  1000S 
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Burn,  Bank,  Burn 

When  the  whole  society  is  in  trouble,  then  big 
business  cannot  possibly  hope  to  stay  out  of  it. 


Flamks  shot  high  alcove  a  l)laziiiii 
Biink  of  America  hrancli  in  Santa 
Barbara,  Calif,  one  night  at  the  end 
of  Februar\\  and  big  business  be- 
came the  physical  victim  of  the  cur- 
rent antiestablishment  mood  among 
large  segments  of  youtli.  The  Hank 
of  America  liadn't  done  anything  to 
anybody;  it  was  merely  a  handy  s\Tn- 
l)ol  to  a  Noung  and  iniruly  mob. 

Some  of  the  demonstrators  claimed 
they  set  fire  to  the  bank  to  protest 
Judge  Julius  Hoffman's  merciless  sen- 
tencing of  the  Chicago  Seven.  It  didn't 
really  matter,  though.  What  did  was 
that  a  corporation  rather  than  the  po- 
lice, the  draft  board  or  a  classroom 
had  been  attacked. 

It  was,  however  vou  looked  at  it. 


a  dramatic  demonstration  of  how  i)usi- 
ness  is  becoming  daiK'  more  involved 
in  the  social  issues  that  are  changing 
and  frequently  disrupting  American 
society.  It  is  going  to  cost  billions  to 
even  make  a  dent  in  such  problems  as 
pollution,  hard-core  unemplo\Tnent, 
drug  addiction,  housing,  education 
and  transportation  bottlenecks,  which 
will  consume  much— if  not  most— of  top 
executive  time  in  the  next  few  years. 
Some  of  the  money  must  come  from 
big  business,  which  must  also  contend 
with  fast-changing  moods  that  will 
have  incalculable  effects  on  the  mar- 
kets of  the  future. 

It  is  against  this  background  that 
the  major  U.S.  companies  produced 
the  figures  contained  in  this,  the  Sec- 


ond Annual  Directory  Issue  of  Forbes. 

Some  of  the  companies  already  re- 
flect these  social  changes  in  their 
profit-and-loss  statements:  The  grow- 
ing antimihtary  mood,  inevitably  re- 
flected by  Congress,  has  played  havoc 
with  the  defense  companies.  Demands 
to  curb  inflation,  reflected  in  a  tough 
federal  money  pohcy,  have  flattened 
the  home-building  industry. 

Smart  businessmen  do  not  think 
that  everything  will  quiet  down  once 
the  \'ietnam  war  has  been  ended  and 
inflation  slowed. 

On  the  following  pages,  Forbes  ex- 
amines some  of  the  top  issues  facing 
businessmen  as  they  rang  up  their 
showings— good,  bad  and  indifferent- 
for  the  year  1969.  ■ 
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Debit  Side  of  ttie  Ledger 


Last  year  large  numbers  of  Ameri- 
cans became  aware  for  the  first  time 
of  the  double-entry  bookkeeping  in- 
volved in  their  high  standard  of  liv- 
ing. On  the  credit  side,  for  example, 
relatively  cheap  and  plentiful  gaso- 
line; on  the  debit  side,  oil  slicks  on 
beaches.  Credit:  cheap  and  plentiful 
electricity;  debit:  smog  over  the  city 
from   generating  plants.  Credit:   con- 


venient   and    inexpensive    packaging; 
debit:   mountains  of  garbage.  Credit:- 
fast     and     comfortable     automobiles; 
debit:    bulldozers    through    the   coun- 
tryside and  traffic  jams. 

In  short,  Americans  came  at  last  to 
realize  that  the  problems  increasingly 
afflicting  the  industrialized  world  were 
not  isolated  phenomena,  but  part  and 
parcel  of  prosperity.  It  thus  becomes 
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inevitable  that  measures  to  lessen 
pollution  will  take  a  toll  of  prosperity. 
The  garbage  shown  floating  in  a  har- 
bor on  this  page  is  more  than  an 
eyesore:  It  is  a  symbol  and  a  warning 
that  the  debit  side  is  mounting  for 
the  American  standard  of  living.  It  is' 
a  symbol,  too,  that  the  debit  side  is 
mounting  for  America's  large  corpora- 
tions-, which  are  responsible  for  many 
of  the  debits. 

Reducing  the  debit  side  will,  in- 
evitably, aflPect  the  credit  side.  Taxes 
may  have  to  go  up.  Gasoline  prices 
and  power  prices  may  go  up.  Big 
cities  may  have  to  put  restrictions  on 
automobiles.  The  taxpayer  will  pay. 
The  consumer  will  pay.  The  stock- 
holder will  pay. 

Recent  item:  Chicago's  big  Com- 
monwealth Edison  announced  it  was 
cutting  back  on  coal,  stepping  up  use 
of  natural  gas  for  generating  electrici- 
ty. The  reason:  to  curb  pollution.  The 
consequence:  lower  earnings.  Since 
natural  gas  is  more  expensive,  earn- 
ings for  1970  will  be  lower  than 
management  previously  expected. 

Recent  item:  Federal  Trade  Com- 
mission Chairman  Caspar  Weinberger 
called  for  Congressional  authority  to 
set  up  minimum  standards  for  auto- 
mobile performance  and  durability. 
The  reason:  to  protect  consumers.  The 
consequence:  If  authority  is  granted, 
expenses  would  rise  for  automakers, 
followed  in  all  probability  by  higher 
auto  prices  for  consumers. 

There  remains  unfortunately  a  stub- 
born band  of  businessmen  who  think 
the  whole  thing  will  go  the  way  of 
the  hula  hoop,  who  sneer  at  conserva- 
tionists as  bird-watchers  and  clean-air 
advocates  as  do-gooders.  They  are 
wrong.  Pollution  is  there  for  most  of 
us  to  see  and  to  smell.  The  hard  core 
of  poverty  is  stirring  visibly  and  often 
violently.  The  public's  indignation  will 
not  fade;  nor,  therefore,  will  the  pres- 
sure from  the  politicians.  More  than 
one  businessman  has  learned  to  his 
cost  that,  much  as  he  would  like  to 
ignore  the  problem  of  minority  and 
hard-core  hiring,  the  problem  just 
won't  go  away.  And  although  73%  of 
all  federal  transportation  spending 
still  goes  for  highways,  the  highway 
lobby  no  longer  has  everything  its 
own  way. 

American  society  is  changing. 
Americans  are  daily  becoming  more 
aware  of  the  debit  side  as  well  as  the 
credit  side  to  the  wonderful  plethora 
of  goods  their  free  enterprise  system 
produces.  The  editors  of  Forbes  are 
firmly  convinced  of  one  thing:  The 
companies  that  understand  these 
changes  and  move  with  them  are  the 
companies  that  will  rank  high  in  the 
Forbes  Directory  Issues  in  the  years 
to  come.  ■ 


Yesterday's  Hero,  Today's  Scapegoat 


It's  Tommy  this,  an'  Tommy  that,  an' 
"Chuck  'im  out,  the  brute! " 

But  it's  "Savior  of  'Is  country,"  when 
the  guns  begin  to  shoot. 

So  wHOTE  Rudyard  Kipling  eight  dec- 
ades ago,  describing  the  British  Em- 
pire's ambivalent  attitude  toward  its 
military  men.  He  could  as  well  have 
been  writing  about  the  U.S.  today. 

From  Korea  to  \'ietnam,  the  military 
could  do  no  wrong.  However  much 
the  public  grumbled  over  taxes,  few 
objected  as  military  expenditures  took 
oflF  on  a  long  upward  climb:  from 
$13.1  billion  in  1949  to  $46.6  billion 
in  1959  to  $81.3  billion  in  1969. 

Then  the  tide  turned.  That  $81.3 
billion  hadn't  been  enough  to  stop 
North  \'ietnam.  It  was  taking  tax  mon- 
ey urgently  needed  for  pollution  con- 
trol and  other  domestic  problems.  Con- 
gressional hearings  revealed  huge  cost 


overruns  on  military  contracts,  the  re- 
sult of  lax  controls  plus  a  runaway  in- 
flation. Besides,  the  generals  were  get- 
ting too  much  say  in  too  many  areas 
of  American  life. 

Last  year  the  cutbacks  began  in 
earnest:  Lockheed's  C-5A  transport 
(above)  and  Cheyenne  helicopter, 
General  Dynamics'  F-111  fighter- 
bomber,  Boeing's  SRAM  missile,  even 
Grumman's  recently  awarded  F-14 
fighter.  Perhaps  more  ominous  for  the 
defense  industry  was  a  perceptible 
turning  away  of  public  opinion  from 
big  defense  spending. 

The  effects  on  the  defense  contrac- 
tors were  fast  and  furious.  Faced  with 
horrendous  cost  overruns  and  order 
cutbacks  on  the  mammoth  C-5A, 
Lockheed  found  that  its  resources 
were  stretched  past  the  breaking  point 
and  had  to  appeal  to  the  Government 
for  financial  help.  General  Dynamics 


plunged  into  the  red.  Profits  fell  at 
North  American  Rockwell,  Boeing  and 
United  Aircraft.  Workers  were  being 
laid  off  at  many  West  Coast  defense 
plants.  New  appropriations  for  space 
projects  all  but  evaporated,  despite 
U.S.  pride  over  the  moon  landing. 

Defense  stocks  came  apart  at  the 
seams.  As  a  group,  the  eight  largest 
defense  companies  have  lost  about  $6 
billion  in  market  value,  or  roughly 
two-thirds  of  their  total,  during  the 
last  two  years. 

No  question  about  it:  Military 
spending  will  be  under  pressure  in 
the  years  to  come.  But  the  chances 
are  that  the  cutbacks  won't  be  as  dras- 
tic as  some  people  would  like— or  as 
the  current  stock  prices  suggest.  The 
U.S.,  after  all,  is  a  major  world  power. 
It  has  no  choice  but  to  maintain  a 
strong  military  position  and  to  keep 
abreast  of  military  technology.  A 
shakeout  in  the  defense  industry  there 
will  certainly  be.  But  a  total  collapse 
is  simply  not  in  the  cards.  ■ 


FORBES,   MAY   15,    1970 


Uneasy  Partnerships  Abroad 


In  a  market  where  copper  stocks 
were  generally  strong,  blue-chip  Ana- 
conda fell  from  66  to  the  mid-20s; 
Occidental  Petroleum,  a  swinger  the 
year  before,  plummeted  from  51  to  22. 
Both  were  victims  of  the  same  world- 
wide trend  of  underdeveloped  coun- 
tries to  demanding  a  larger  take  from 


the  raw  materials  wrung  from  their 
soil.  Anaconda  lost  its  rich  Chilean 
property  to  nationalization;  Occiden- 
tal Pete  didn't  lose  its  rich  new 
Libyan  holdings,  but  a  junta  of  highly 
nationalistic  hotheads  ousted  King 
Idris  and  demanded  higher  taxes.  Oxy 
stock  lost  60%  of  its  market  value. 
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Gulf  Oil  suffered  when  the  Bolivian 
government  took  over  its  subsidiary 
there  (Gulf's  investment:  $150  mil- 
lion), as  the  Peruvian  government  had 
done  to  Jersey  Standard  in  1968. 
Zambia  took  over  the  copper  mines  of 
U.S. -controlled  Roan  Selection  Trust 
and  Anglo  American  Corp.  of  South 
Africa.  Peru  also  grabbed  off  proper- 
ties belonging  to  International  Petrol- 
eum, International  Telephone  &  Tele- 
graph and  W.R.  Grace.  The  big  New 
York  and  California  banks  with  inter- 
national ambitions  were  in  some 
trouble  too.  "The  doors  are  clanging 
shut  all  around  the  globe,"  groaned 
Bank  of  America's  colorful  internation- 
al chief,  Roland  Pierotti. 

Still,  U.S.  expansion  abroad  has 
hardly  been  halted.  But  to  protect 
their  growing  $70-billion  overseas  in- 
vestment, U.S.  businessmen  like  Oxy's 
Armand  Hammer  spend  a  good  deal 
of  time  minding  relations  with  men 
like  Sultan  Al  Mu'Alla  of  tiny  Umm 
al  Qaywayn  (photo  left),  where  Oxy 
has  an  expanding  in\estment. 

Can  resource-rich  but  underdevel- 
oped countries  with  limited  finances, 
few  skilled  workers  and  unsettled  pol- 
itics carry  on  successfully  without  help 
from  outside  companies?  No,  they 
cannot.  Libya's  new  minister  of  petrol- 
eum affairs  admits  that  "nationaliza- 
tion is  out  of  the  question  at  the 
present  time  because  we  ha\  e  neither 
the  manpower  nor  the  market  outlets." 

Rationally,  the  underdeveloped  na- 
tions and  the  big  U.S.  corporations 
need  each  other.  But  the  world  is 
not  always  rational.  ■ 
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Power  to  the  People,  Detroit  Style 


Its  critics  accuse  the  auto  industry 
of  S'^i'iR  consumers  what  the  auto 
companies  want  them  to  have,  not 
what  the  consumers  really  want.  But. 
no,  the  industry  has  insisted,  people 
really  did  want  the  big,  powerful, 
gaudy  cars  they  were  offered,  not 
stripped-down  transportation. 

Recently  it  has  begun  to  look  as  if 
the  critics  might  have  something. 
.Small,  foreign  cars,  most  of  them  of- 
fering cheap,  utilitarian  transportation, 
have  gained  501  in  sales  during  the 
last  three  \ears,  capturing  \Vi  of  I'.S. 
registrations.  In  spite  of  substantial 
growth  in  the  total  automobile  mar- 
ket, sales  of  U.S. -made  cars  have 
barely  remained  steady. 

With  obvious  reluctance.  I'.S.  man- 
ufacturers have  started  offering  small, 
relatively  inexpensive  cars  of  their 
own.  Item:  Ford's  highly  successful 
Maverick,  priced  a  shade  under 
S2,000.  Item:  American  Motors'  Grem- 


lin (left),  priced  just  under  $1,900. 
Soon  to  come  are  more  subcompacts: 
Chrvsler's  "25,"  Ford's  Pony  or  Colt 
and  C;.\rs  CMini. 

The  reluctance  to  bring  out  these 
cars  is  understandable.  The  profit  on, 
say,  a  $4,000  car  is  not  just  twice  the 
profit  on  a  $2,000  car;  it  is  much  more 
than  double.  Besides,  every  $2,000  car 
sold  cuts  into  the  potential  market  for 
$4,000  cars— or  at  least  into  the  mar- 
ket for  used  $4,000  cars 

Is  the  swing  to  smallness  and  utility 
a  consequence  of  the  money  stjueeze 
resulting  from  anti-inflation  measures? 
Some  of  it  may  be.  But  much  of  it  may 
go  deeper.  Americans  still  love  their 
cars  and  the  freedom  to  come  and  go 
that  private  cars  give  them.  But  there 
is  a  growing  undercurrent  of  revolt 
against  .some  of  the  things  that  motor- 
cars ha\e  done  to  American  society: 
There  is  their  contribution  to  air  pol- 
lution;  their  heavy  accident  toll;   the 


traffic  jams  they  create;  the  stran- 
gling of  mass  transit.  All  this  on  top  of 
the  spiraling  cost  of  new  cars  and  of 
insurance  and  repairs. 

News  reports  from  San  Francisco 
tell  of  reviving  interest  in  bicycling,  as 
cheap,  healthy  and  nonpolluting.  It's 
being  pushed  as  a  substitute  for  that 
Sunday  motor  jaunt.  Congress  is  finally 
getting  around  to  voting  real  dollars 
for  mass  transit.  There  is  growing  talk 
of  creating  more  shopping  areas  from 
which  auto  traffic  will  be  banned.  In 
Sweden,  where  the  automobile  den- 
sity is  considerably  less  than  in  the 
U.S.,  serious  thought  is  being  given 
to  outlawing  vehicular  traffic  in  the 
centers  of  towns  that  have  more  than 
100,000  people. 

No,  the  American  consumer  isn't  go- 
ing to  give  up  his  prized  car  or  cars. 
They  will  remain  the  prime  mode  of 
transportation  in  the  U.S.  for  many 
years  to  come.  But  the  public's  swing 
to  economy  and  utility  and  away  from 
comfort  and  ostentation  should  not  be 
dismissed  as  a  flash  in  the  pan.  ■ 
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The  North  Slope  Tradeoff 


Estimates  ran  as  high  as  $10  billion 
for  setting  in  place  the  facilities 
needed  to  get  at  the  oil  discovered 
under  Alaska's  remote  and  rugged- 
North  Slope.  Still  more  billions  for  ex- 
ploration and  development  were  being 
poured  into  domestic  leases  off  Lou- 
isiana's   Gulf    Coast    and    California's 


why 
from 


Santa  Barbara  Channel.  But 
bother,  when  oil  spouts  easily 
the  Middle  East? 

Precisely  because  of  the  factors  that 
disoriented  Occidential  Petroleum  and 
Anaconda  last  year:  Physically  ex- 
pensive, the  Alaskan  oil  is  politically 
safe;    physically    cheap,^    the    Middle 


Eastern  oil  is  politically  uncertain.  Al- 
so, U.S.  import  quotas  make  posses- 
sion of  domestic  crude  highly  profit- 
able. In  the  tradeoff,  Alaskan  oil  looks 
pretty  desirable  these  days.  Desirable, 
but  not  cheap.  Witness  last  fall's  cost- 
ly experimental  voyage  of  the 
115,000-ton  ice-breaking  tanker  S.S. 
Manhattan  from  the  East  Coast 
through  the  Northwest  Passage  to  the 
North  Slope  oil  fields  and  back.  ■ 
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Problem  or 
Opportunity? 

At  the  moment,  housing  is  a  prob- 
lem in  the  U.S.,  one  of  the  biggest 
problems.  Only  1.5  million  housing 
units  were  put  up  last  year,  way  be- 
low Ihe  2.6  million  required  simply  to 
stay  even  with  the  present  far-from- 
.  satisfactory  situation.  But  today's 
problem  could  turn  into  one  of  big 
business'  greatest  opportunities. 

Some  of  the  biggest  fortunes  of  all 
time  have  been  made  in  real  estate. 
It  looks  so  easy  to  do.  Now  many  big 
companies  have  been  getting  into  real 
estate.  They  have  the  money  for  de- 
velopment, and  often  the  knowhow. 
Not  just  the  traditional  land  compa- 
nies and  the  oil,  mining  and  forest 
products  companies  that  have  always 


Corporate 

Population 

Explosion 


Almost  the  worst  thing  that  can  hap- 
pen to  a  business  is  for  it  to  begin 
feeling  safe  and  comfortable.  It  might 
seem  easy  to  fall  into  this  trap  if 
you're  listed  in  Forbes  Directory  Is- 
sue: The  500  biggest  (by  revenues) 
companies  last  year  added  up  to  some 
$550  billion,  more  than  half  the  gross 
national  product.  What  could  be  more 
comfortable  than  that? 

However,  any  company  that  wants 
to  remain  long  on  this  list  must  keep 
looking  over  its  shoulder  these  days. 
There  are  scores  of  companies  on  the 
list— not  just  Xerox  and  Polaroid  but 
Teledyne,  Control  Data,  Occidental 
Petroleum— that  were  little  companies, 
not  Directory  material,  only  a  decade 
or  so  ago.  Others,  Directory  material 
once,  have  disappeared. 

We're  sorry  to  demolish  the  pet 
theories  of  some  very  persuasive  left- 
ists, but  the  simple  fact  is  that  en- 
trepreneurial opportunity  flourishes  in 
this  country  undiminished. 

Call  it  venture  capital,  call  it  new 
issues,  call  it^  what  you  will,  rarely 
before  in  American  history  has  it  been 
so  easy  to  put  an  idea  and  an  en- 
trepreneur together  with  money.  Okay, 
maybe  the  mortaUty  rate  is  high,  but 
so  is  the  [X)tentia)  payoff.  Control 
Data  started  c—  ^  2  vears  ago  with 
just  $600,000  capital,  and 

it's  now  worth  .  !>,>'i!  j  ^oOO  million  in 
the  market.  With  that  kind  of  payoff, 
there  will  be  plenty  of  people  inter- 
ested, no  matter  \--'-  -^  '>ie  odds.  ■ 
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owned  a  lot  of  land,  but  also  railroads, 
airlines,  aerospace  companies,  movie 
'  companies,  aluminum  and  steel  com- 
panies, food  processors  and,  of  course, 
conglomerates. 

'The  trend  reached  a  peak  in  1969. 
Chrysler  is  building  a  huge  ski  de- 
velopment in  Montana.  Aluminum  Co. 
of  America  now  owns  some  of  the 
choicest  pieces  of  urban  real  estate 
in  the  U.S.:  Los  .\ngeles'  Century  City 
(left).  New  York's  United  Nations 
Plaza  and  Lincoln  Towers.  Penn  Cen- 
tral, whose  holdings  sprawl  from  New 
York's  Park  Avenue  to  California, 
Texas  and  Florida,  is  now  probably 
worth  more  as  a  real  estate  company 
than  as  a  transportation  company. 

Others  now  are  in  mobile  homes, 
developing  mass-production  building 
techniques.  Thus  may  one  of  the 
greatest  U.S.  problems  become  one  of 
big  business'  greatest  opportunities.  ■ 


Of  Slums  and  Lobster  Pots 


Pity  the  poor  insurance  companies. 
After  generations  of  coupon-clipping, 
suddenly  they  are  called  upon  to  per- 
form two  seemingly  irreconcilable  jobs: 
1 )  make  more  money  for  their  policy- 
holders and  shareholders  and  2)  de- 
vote more  of  their  multibillions  to  so- 
cially desirable  purposes. 

As  for  making  more  money,  they  are 
investing  their  assets  in  all  sorts  of 
businesses,  from  hospitals  and  broker- 
age firms  to  lobster  fishing  (John  Han- 


cock). And  instead  of  merely  lending 
money  and  collecting  interest,  they  are 
now  demanding  equity  positions  in  or- 
der to  take  advantage  of  the  far  greater 
appreciation  potential.  An  old  indus- 
try has  begun  to  awaken  to  new  ways 
of  making  its  vast  assets  pay  off. 

At  the  same  time,  however,  insur- 
ance companies  have  also  become  more 
socially  aware.  Companies  like  Pru- 
dential, the  largest  of  them  all,  head- 
(juartered  amid  Newark,  N.J.'s  urban 


squalor,  have  been  looking  around 
and  realizing  they  have  the  power  to 
improve  things.  Pru,  along  with  117 
other  companies,  last  year  announced 
a  plan  to  invest  a  second  $1  billion 
in  decayed  urban  areas.  In  explaining 
why  they  were  willing  to  put  money 
into  the  slums,  the  companies  cited 
their  own  large  urban  investments  that 
stand  to  benefit  from  the  improve- 
ments to  adjacent  properties.  That's 
one  way  to  put  it.  Or  they  might  have 
put  it  another  way: 

Ask  not  for  whom   the  urban  bell 
tolls.  It  tolls  for  everybody.  ■ 
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The  Establishment 
Fought  Back 

MuLTiMAN  (left)  was  designed  for 
Forbes  by  artist  Pete  Di  George  for  the 
cover  of  our  Jan.  1,  1969  Annual-  Re- 
port on  American  Industry.  The  choice 
was. logical:  Multiman  symbolized  con- 
glomerates, and  conglomerates  were 
very  much  center  stage  in  early  1969. 
Whatever  happened  to  Multiman? 
Well,  he's  alive,  but  not  alive  and  well. 
So  (right)  we  brought  him  up  to  date. 
Interestingly,  the  conglomerates 
were  not  battered  because  they  resist- 
ed change.  They  were  battered  be- 
cause they  tried  to  change  things  too 
fast.  When  it  dawned  that  a  lot  of 
their  ideas— pooling-of-interest  merger 
accounting,  the  piling  up  of  huge  debt 
burdens— were  less  than  desirable,  the 
conglomerates  were  in  trouble.  They 
themselves  hastened  the  disenchant- 
ment when  they  began  trying  to  take 
over  some  old  Estabhshment  compa- 
nies in  steel,  insurance  and  rubber.  Be- 
fore long  Congress,  the  Federal  Trade 
Commission,  the  Securities  &  Exchange 
Commission  and  the  Justice  Depart- 
ment were  challenging  the  conglomer- 


More  Trouble  in  the  Streets 


Wall  Stju  r  :■ ,  that  is,~  and  Spring 
Street,  Mont,'  ■  ,;  v  Street,  State  Street 
and  LaSallc  v  •■  ww  financial  cen- 
ters of  the  U.S.  The  money  men  ha\e 
often  sat  in  judgi/'eiH  on  the  rest  of 
l.S.  industry.  Now  il  turns  out  that 
tlic  brokerage  l)usiinss  uki\-  1)c  the 
most  poorK'  managed  nC  aW, 


Look  at  the  casualty  list.  No  fewer 
than  24  New  York  Stock  Exchange 
member  firms  disappeared  last  year, 
either  by  bankruptcy  or  merger.  Some 
230  I)ranch  offices  were  closed.  The 
.American  Exchange  lost  1 1  firms, 
"(lonservativeiy  speaking,  there  are  40 
to  50  brokerage  houses  in  danger  of 


going  under,"  says  Charles  Youngblood 
of  Los  Angeles'  Morgan,  Olmstead 
Kennedy  &  Gardner. 

The  brokers  simply  couldn't  handle 
their  own  prosperity.  Profits  fell  as 
larger  back-office  staffs  and  ■  huge 
amounts  of  overtime  became  necessary 
to  untangle  the  snarl  of  paperwork. 

But  there  was  more  than  lack  ol 
foresight  involved.  The  investmeni 
business  was  being  shaken  to  its  \erv 
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ates  on  their  accounting  methods  and 
the  antitrust  implications  of  their  multi- 
nle  mergers.  The  Justice  Department 
banned  conglomerate-t\pe  mergers  by 
the  200  largest  companies,  a  rather 
nasty  development  for  those  depend- 
ing on  an  unbroken  string  of  acquisi- 
tions to  keep  earnings  rising. 

The  fact  that  some  of  the  better- 
known  conglomerates— among  them 
Litton  Industries,  Ling-Temco-\'ought 
and  Gulf  &  Western— were  beginning 
to  run  up  large  losses  on  some  of  their 
acquired  operations  only  made  mat- 
ters worse.  National  General  lost  S46 
million  in  1969.  N'ou  a  de-glomera- 
tion  process  has  set  in.  In  recent 
months  LTV,  for  example,  sold  oft 
Wilson  Sporting  Goods,  part  of  Gom- 
puter  Technology,  and  was  forced  b\ 
the  Justice  Department  to  put  Branill 
Airways  and  Okonite  or  Jones  & 
Laughlin  up  tor  sale.  Gulf  &  Western 
backed  out  of  its  real  estate  business. 

Not  all  the  conglomerates  were  in 
trouble,  but  enough  of  them  were  to 
make  a  good  many  intelligent  people 
wonder  about  the  whole  thing.  Were 
the  conglomerates'  achievements  more 
apparent  than  real?  Maybe,  just  may- 
be, a  good  deal  of  it  had  been  done 
with  mirrors.  ■ 


foundations.  The  l)ig  money,  increas- 
ingly, was  in  institutional  business,  but 
the  institutions  don't  always  need  the 
stock  exchange.  They  can  deal  on  th<- 
third  market  or  the  fourth  market  or 
directly  among  themselves.  .So  why 
should  they  pay  stock  exchange  com- 
missions that  on,  say,  a  lOO.OOO-sharc 
order  of  a  $50  stock  could  cost  the 
buyer  and  seller  a  total  of  $30,()()()? 
Why  not  settle  the  whole  thing  di- 
rect for  no  more  than  the  price  of  a 
telephone  call? 

Faced  with  this  logic,  institutions 
have  i)een  demanding— and  getting— 
volume  discounts.  Hut  the  small  inves- 
tor, sentiment  aside,  is  important,  too. 
Not  only  does  he  build  volume  for  the 
•nokerage  house,  but  his  buying  and 
selling  helps  keep  the  market  orderly 
and  li(iuid.  Perhaps  the  institutions 
need  him  as  much  as  the  brokerage 
liouses  do. 

All  of  which  raised  yet  another 
question:  If  the  stock  exchange  was  so 
important  to  the  economy,  was  it  right 
to  limit  trading  privileges  only  to  peo- 
ple who  happened  to  own  a  seat  on 
the  New  York  Stock  Exchange?  Win . 
for  example,  couldn't  big  investing  in- 
stitutions be  members  themselves? 

Like  everybody  else,  the  money  men 
■^ere  operating  in  a  fast-changing 
world.  The  direction  of  the  change 
wasn't  yet  clear,  but  its  extent  and  its 
speed  were  be\  ond  doubt.  ■ 
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Will  the  Cure 
Be  Worse  Than 
the  Disease? 


Checking  the  inflationary  spiral  was 
more  than  just  an  economic  issue;  it 
was  a  political  issue  as  well,  what 
with  wives  complaining  to  husbands 
about  mounting  grocery  bills  and  with 
increasing  numbers  of  people  finding 
themselves  nonafiluent  members  in  an 
affluent  society.  Basically,  there  were 
three  courses  open  to  the  Govern- 
ment: raise  taxes  to  soak  up  excessive 
demand;  establish  controls  over  prices 
and  wages;  or  cut  down  the  flow  of 
credit  for  corporate,  government  and 
consumer  spending. 

The  Nixon  Administration  chose 
the  last  course,  because  it  required 
no  new  legislation  and  was  easiest  to 
administer.  The  Federal  Reserve  saw 
to  it  that  the  money  supply  stopped 
growing.  As  would-be  borrowers  de- 
manded larger  amounts  of  borrowing 
from  a  pool  that  had  stopped  increas- 
ing, interest  rates  began  to  rise.  The 
prime  rate  went  from  ?>%%  in  January 
1967  to  83^%  in  June  1969.  The  bond 
market  almost  collapsed  as  banks  sold 
bonds  to  raise  money  to  take  care  of 
good  customers.  Housing,  dependent 
on  huge  amounts  of  long-term,  low- 
cost  credit,  almost  came  to  a  standstfll. 
Spending  by  state  and  local  govern- 
ments began  to  slow  down  as  prime 
tax-exempt  bond  yields  climbed. 

The  tight  money  combined  with  a 
drastic  slowdown  in  the  growth  of  fed- 
eral spending  was  having  some  effects. 
There  were  indications— though  they 
were  spotty— that  the  economy  was 
really  slowing  down.  Interest  rates 
have  been  easing  a  bit  from  their  1969 
highs.  Corporate  profits,  unquestion- 
ably, were  caught  between  rising 
wages  and  high  money  costs. 

Wages  and  prices,  however,  contin- 
ued to  rise.  The  possibility  of  an  infla- 
tionary recession  began  to  loom. 

Well,  it  will  make  interesting  read- 
ing in  the  history  books.  Will  mone- 
tary policy,  so-called,  be  vindicated  as 
the  best  means  for  manipulating  the 
economy?  Or  would  the  inflation  prov< 
to  be  so  ingrown  that  stopping  i' 
would  prove  to  be  worse  than  puttinj 
up  with  it?  Or  would  it  turn  out  tha 
the  Federal  Government  had  un 
leashed  recessionary  forces  it  coul< 
not  easily  control  that  would  lead  to  ; 
long  period  of  stagnation? 

The  answers  won't  be  in  for  som' 
time.  Add  these  questions  to  the  grow 
ing  social  uru"est  confronting  the  coun 
try  and  it's  clear  that  businessme 
are  in  for  a  long  period  of  difficult  d< 
cision-making.  ■ 
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Labor  in  the 
Driver's  Seat 

In  a  few  numbers,  the  problem  for 
businessmen  and  consumers  last  year 
was  this:  Companies  stepped  up  capi- 
tal spending  by  12%  to  $76  billion,  a 
new  -  record;  consumers  stepped  up 
their  spending  by  more  than  5.5%  to 
$576  billion,  also  a  new  record;  spend- 
ing by  federal,  state  and  local  gov- 
ernments climbed  7%  to  $215  billion. 
The  net  effect  was  to  add  some  $60 
billion  to  demand  when  there  was  lit- 
tle, if  any,  slack  in  the  labor  force. 

As  was  inevitable  under  the  cir- 
cumstances, labor  demanded  and  got 
higher  wages,  and,  to  make  matters 
worse  for  businessmen,  productivity 
stopped  rising.  One  reason  productivi- 
ty stopped  rising  was  that  many  work- 
ers stopped  caring:  fire  them  and 
they  got  another  job  right  away. 

With  demand  booming,  most  busi- 
nessmen were  in  little  mood  to  fight 
hard  for  reasonable  wage  settlements: 
They  could  pass  on  the  higher  costs 
in  a  booming  economy.  Some  of  the 
wage  boosts  bordered  on  the  ridicu- 
lous, especially  when  unmatched  by 
gains  in  productivity.  In  the  construc- 
tion industry,  wage  and  benefit  settle- 
ments averaged  a  12.5%  increase.  Only 
General  Electric,  which  took  a  bruis- 
ing 101-day  strike,  was  able  to  come 
through  with  an  estimated  7%  first- 
year  increase. 

But  the  faster  businessmen  passed 
on  the  cost  increases,  the  more  they 
fueled  inflation,  and  the  tougher  be- 
came the  wage  demands. 

The  country  was  caught  in  a  vi- 
cious spiral,  which,  unless  checked, 
will  continue  to  threaten  the  nation's 
economic  stability.  ■ 
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But  the  Guns  Pointed  the  Wrong  Way 


A  FoHBES  columnist  put  it  very  well 
recently:  "No,  Virginia,  there  isn't  any 
Maginot  Line."  Many  old-line  inves- 
tors and  institutions  had  long  eschewed 
venturesome  investing,  preferring,  like 
the  French  military  of  the  Thirties,  to 
sit  snug  and  safe  behind  blue-chip 
bastions,  confident  that  they  would 
share  in  any  upsurge  without  being 
seriously  vulnerable  to  stock  market 
collapses.  Last  year  it  didn't  work  that 
way.  Many  of  the  solid,  broadly  based, 
old-line  blue  chips  were  clobbered: 
American  Can,  down  29%;  General 
Electric  19%;  du  Pont  36%;  Union  Car- 
bide 20%;  Standard  Oil  of  New  Jer- 
sey 23%.  This  in  a  year  when  the  mar- 


ket as  a  whole  dropped  by  about  15%. 

Of  course,  many  go-go  investors  got 
hit  much  harder  than  the  blue-chip 
investors,  but  that  wasn't  the  point: 
They  should  have  known  they  were 
taking  risks;  many  of  the  blue-chip 
investors  thought  they  had  security. 
Alas,  it  no  longer  exists  in  today's 
fast-changing  world. 

Were  the  blue  chips  no  longer 
worth  investing  in?  Not  at  all.  Many  of 
them  currently  are  at  obvious  bar- 
gain levels.  But  the  very  fact  that 
they  could  become  such  bargains- 
selling  at  ten  times  earnings  and  less— 
was  a  death  blow  to  the  Maginot  The- 
ory of  investing.  ■ 


Too  Much 
Foresight? 


Is  INDUSTRY  expanding  too  fast,  ap- 
parently still  convinced  that  inflation 
can't  be  licked?  There  are  signs  that 
it  is,  and  it  might  be  a  good  idea  for 
some  of  today's  hell-for-leather  expan- 
sionists to  look  at  what  has  happened 
to  airlines  and  chemical  companies. 

Airlines'  profits  in  1969  were  down 
for  the  second  year  in  a  row,  with 
Eastern,  Western  and  Pan  Am  running 
in  the  red.  TWA,  American  and  Con- 
tinental all  had  declines  in  five-year 
annual  earnings-per-share  growth 
(Forbes,  Jan.  1).  In  1965  the  major 
trunklines  netted  about  20%  on  stock- 
holders' equity,  last  year  only  6%.  The 
explanation  is  almost  painfully  simple: 
Airline  capacity  expanded  102%  over 
this  period,  but  revenue  passenger- 
miles  grew  only  83%. 

Among  big  chemical  producers,  In- 
ternational Minerals  &  Chemical,  du 
Pont,  Union  Carbide,  Monsanto,  Al- 
lied Chemical,  Air  Reduction  and 
W.R.  Grace  all  had  negative  five-year 
earnings  growth  rates.  Same  problem: 
overexpansion.  Like  so  many  lem- 
mings, chemical  companies  raced  one 
another  to  build  huge  new  plants  to 
produce  fibers  and  other  chemicals. 

Could  stockholders  have  been 
spared  the  pain?  Maybe,  but  only  by 
managements  with  unusual  forebear- 
ance.  Not  many  company  presidents 
can  resist  the  urge  to  expand  when 
competitors  are  reaching  for  more 
market  share  by  increasing  their  ca- 
pacity. That's  why  it  pays  to  watch  a 
company  that  soars  early  in  an  eco- 
nomic boom.  Not  so  much  because 
the  boom  may  go  bust,  but  because 
it  is  very  easy  for  management  to  go 
()\  erboard  on  expansion.  ■ 
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BLACK  LABEL  SCOTCH 


ABOUT  $10  A  FIFTH.  PRICES  MAY  VARY  ACCORDING  TO  STATE  AND  LOCAL  TAXES.  12  YEAR  OLD  BLENDED  SCOTCH  WHISKY.  86.8  PROOF. 
BOTTLED  IN  SCOTUND.  IMPORTED  BY  SOMERSET  IMPORTERS,  LTD.,  N.Y.,  N.Y. 


Building 

businesses 

is  our 

business 


We  don't  just  say  it.  Our  sales  record  proves  it. 

Fact:  in  the  last  3  years  our  sales  have  doubled. 

Fact:  in  the  last  5  years  they've  tripled. 

As  of  now,  we're  doing  well  over  $2  billion  in  revenues  a  year. 

And  we're  still  growing.  Because  we're  still  building. 

Tenneco  Inc.,  Houston,  Texas  77001 . 


Construction  and  farm  mactilnery: 
up  from  $375  to  $435  million  last  ytl 


^nneco 


Ilo!l^?S,?MTl*','i'!:l-,?^l.'JF''JENNESSEE  GAS  TRANSMISSION  CO./TENNECO  OIL  CO/PACKAGING  CORP.  OF  AMERICA 
KERN    COUNTY    LAND    CO.  /   J.    I.    CASE    CO.   /    WALKER    MANUFACTURING    CO    /    NEWPORT    NEWS    SHIPBUILDING 
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Oil:  $460  million  in  sales  — 
70%  higher  than  5  years  ago. 


t 


.and  and  investments:  revenues 
ver  $75  million  last  year. 


Packaging:  sales  up  from  $200  million 
to  $250  million  in  3  years. 


Automotive  components:  sales  up 
40%  in3years  to  over  $110  million. 


ipbuilding:  $300  million  sales  last  year 
ith  an  additional  $500  million  on  order). 


Natural  gas  pipelining:  revenues 
up  $100  million  in  3  years. 


Chemicals:  188%  increase 
in  sales  in  5  years. 
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Five  Dimensions  of  American  Business 


How  do  you  measure  a  company's  size  and  imporfance?  By 
revenues?  Supermarkefs  have  huge  revenues  buf  wiih  fheir 
fhin  profit  margins  they're  nof  really  as  big  as  revenues 
alone  suggest.  Assets?  Railroads  and  steel  companies  have 
enormous  assets  buf  these  are  industries  of  generally  declin- 
ing profitabiliiy  and  Qconomic  importance.  Stock  market 
value?  Fad  and  fashion  ploy  so  crucial  a  role  in  the  market 
that  this,  too,  can  be  a  misleading  measure.  ■ 

The  measuring  problem  is  aggravated  by  the  increasing 
complexity  of  mode.  .^  corporations.  More  and  more  com- 
panies do  business  ir,  a  variety  of  industries  with  different 
characteristics  and  capital  requirements.  The  Traditional  in- 
dustry   breakdowns  no  longer  put  a  single  measurement  of 


size  in  meaningful  perspective.  Increasingly  each  compan) 
is  being  measured  against  the  whole  of  American  industry  t( 
assess  its  true  size  and  importance— not  just  a  single  industry 
The  fact  is  that  there  is  no  longer  one  or  two  adequate 
measures  of  corporate  size.  That's  why  the  editors  of  FORBEl  I 
place  American  business  in  five  separate  statistical  lineup 
this  year  in  our  second  Annual  Directory  Issue.  Reading  fron  j 
left  to  right  above  they  are:  The  top  500  companies  b  ' 
Assets,  by  Market  Value,  by  Earnings,  by  Sales  and  —  ne\\ 
this  year— the  top  500  companies  by  Capital  Expenditure^ 
Taken  individually  no  one  of  these  rankings  is  decisive;  take  I 
together  they  give  a   meaningful,  multidimensional  pictur  , 
o^  a  corporation's  true  place  in  the  U.S.  economy. 
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The  500  Biggest  Corporations 


By 
Revenues 


!y  the  simplest  and  most  superfi- 
ial  measure  of  corporate  size,  rev- 
nues,  or  sales  volimie,  big  business 
1st  year  appeared  to  be  a  year  of 
loderate  growth.  Just  to  stay  on  the 
st  for  1969  a  company  had  to  put  on 
ame  weight.  Last  year's  500th  com- 
any,  Mattel,  had  sales  of  $289  million 
s  against  1968's  500th  company,  Car- 
orundum,  which  had  sales  that  year 
f  S255  million.  Mostly,  however,  the 
hctra  weight  was  around  the  waist: 
iloreover,  a  good  part  of  the  sales 
ains  was  due  to  higher  prices  or 
nergers,  not  to  true  growth. 

For  roughly  20%  of  1968's  Forbes 
00  by  Revenues,  the  year  1969  was 

tough  one  in  the  sales  department. 
)f  the  companies  that  stayed  on  the 
ist,  30  had  declines  in  sales  volume 
nd  an  additional  28  had  marginal  in- 
reases,  under  3%.  Another  29  compa- 
ies  fell  off  the  list  altogether.  Among 
hem  were  such  companies  as  Union 
:iectric.  Cone  Mills,  Bohack,  SCOA 
ndustries  (formerly  Shoe  Corp.  of 
jnerica),  Rohr,  Pabst  Brewing,  Al- 
exander's and  Cessna. 

Among  those  suffering  badly  in  the 
ales    department    were    many    aero- 


On  the  surface,  1969  was  a  year  of  moderate 
sa/es  growth  for  most  of  American  industry. 
But  much  of  that  growth  was  an  illusion— 
the  result  of  mergers  and  higher  prices. 


space  companies.  McDonnell  Douglas 
fell  12  places  in  revenues  rank  on  a 
drop  in  sales  of  16.3%;  Boeing's  sales 
fell  13.6%,  causing  it  to  lose  11  places 
in  rank;  and  General  Dynamics,  Lock- 
heed and  United  Aircraft  also  suf- 
fered significant  declines.  The  Top  10 
showed  another  serious  sales  setback 
in  Chrysler,  whose  $393-miIlion  decline 
in  revenues  (5.3%)  forced  it  to  for- 
feit seventh  rank  to  IBM.  Some  sales 
declines  were  attributable  to  divesti- 
tures. Kaiser  Industries'  sales  volume 
fell  19.3%,  costing  the  company  77 
places  in  rank,  when  it  sold  its  Jeep 
division  to  American  Motors.  Other 
significant  losers  that  stayed  on  the 
list:  National  Biscuit  (5.7%),  Vornado 
(5%),  Anderson-Clayton  (18.3%),  Col- 
lins Radio  (10.5%),  International  Mill- 
ing (7.2%)  and  Admiral  (6%). 

Many  of  the  newcomers  to  the  list 
could  hardly  claim  to  have  gotten 
there  by  internal  growth— they  simply 
merged  their  way  on.  Roughly  a  third 
of  the  29  rjewcomers  were  conglomer- 
ates like  National  General,  Kinney  Na- 
tional Service,  Loew's  Theatres,  City  In- 
vesting, Fuqua  Industries  and  Bangor 
Punta.  A  substantial  proportion  of  the 


revenue  gains  for  the  entire  Forbes 
500  list  came  about  as  a  result  of 
acquisitions  as  well. 

This  conglomerate  growth  tended 
to  overshadow  the  more  modest  gains 
of  companies  whose  sales  growth  was 
more  solid  because  it  was  almost  en- 
tirely internal.  Thus  PPG  Industries 
showed  a  9.8%  gain  in  sales  last  year 
but  still  fell  nine  places  in  rank  to 
137th  position;  Marathon  Oil  lost  three 
places  in  rank  despite  an  impressive 
15.9%  gain  in  sales. 

This  only  served  to  underscore  the 
fact  that  revenues  can  be  a  misleading 
yardstick  if  they  are  not  examined  in 
the  perspective  of  the  other  dimen- 
sions of  American  business.  Even  ig- 
noring the  impact  of  large-scale  merg- 
ers, mere  size  in  sales  does  not  tell 
the  whole  story.  Great  Atlantic  &  Pa- 
cific Co.  ranks  12th  in  revenues,  five 
places  ahead  of  rival  merchandiser 
J.C.  Penney.  Yet  Penney  ranks  54th  in 
net  income  and  A&P  ranks  201st. 

Especially  was  this  so  during  1969 
when  so  much  of  the  growth  was  more 
apparent  than  real:  due  not  so  much 
to  genuine  growth  as  to  higher  prices 
and  flashy  mergers.  ■ 


Rank 
)69  1968 


Company 


%Gain 
Revenues    Over 
($000,000)  1968 


1 

1 

General  Motors 

24,295 

6.7 

2 

2 

Am  Tel  &  Tel 

15,684 

11.2 

3 

3 

Standard  Oil  (NJ) 

14.930 

5.9 

4 

4 

Ford  Motor 

14,756 

4.8 

5 

6 

Sears  Roebuck 

8,863 

8.1 

6 

5 

General  Electric 

8,448 

0.7 

7 

8 

IBM 

7,197 

4.4 

8 

7 

Chrysler 

7,052 

—5.3 

9 
10 
II 


9    Mobil  Oil 
10    Texaco 
14    IntTel&Tel 


6,621 
5,868 
5,475 


6.4 

7.4 

34.6 


%Gain 

%Galn 

Ra 

nk 

Revenues 

Over 

Rank 

Revenues 

Over 

1969 

1968 

Company 

($000,000) 

1968 

1969 

1968 

Company 

($000,000) 

1968 

12 

11 

Great  Atl  &  Pac  Tea 

5,436 

—0.5 

23 

23 

Standard  Oil  (Ind) 

3,469 

7.9 

13 

12 

Gulf  Oil 

4,953 

8.6 

24 

26 

Aetna  Life  &  Cas 

3,305 

10.9 

14 

13 

United  States  Steel 

4,754 

4.7 

25 

27 

General  Tel  &  Elec 

3,262 

11.4 

15 

15 

Safeway  Stores 

4,100 

11.2 

26 

28 

Goodyear  Tire  &  Rub   3,215 

9.8 

16 

16 

Standard  Oil  (Calif) 

3,825 

5.2 

27 

25 

RCA  Corp 

3,188 

2.6 

17 

19 

J  C  Penney 

3,756 

13.0 

28 

30 

Swift 

3,108 

9.9 

18 

31 

Ling-Temco-Vought 

3,750 

35.4 

29 

17 

McDonnell  Douglas 

3,024 

-16.3 

19 

18 

Du  Pont  E 1 

3,655 

5.0 

30 

33 

Union  Carbide 

2,933 

9.1 

20 

20 

Shell  Oil 

3,537 

6.6 

31 

29 

Bethlehem  Steel 

2,928 

2.2 

21 

21 

Westinghouse  Elec 

3,509 

6.4 

32 

32 

Travelers 

2,832 

4.2 

22 

24 

Kroger 

3,477 

10.0 

33 

22 

Boeing 

2,830    - 

-13.6 
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The  500  Biggest  Corporations  By  Revenues 


%Gain 

%fiain 

%Gain 

Rank 

Revenues 

Over 

Rank 

Revenues 

Over 

Rank 

Revenues 

Over 

1969 

1968 

Company          ($000,000)  1968 

1969 

1968 

Company 

($000,000) 

1968 

1969 

1968 

Company          ($000,000)  1968 

34 

35 

Eastman  Kodak 

2,747 

3.8 

86 

159 

AMK 

1.496 

73.5 

138 

115 

Colgate-Palmolive 

1,142' 

3.9  ■ 

35 

39 

Marcor 

2,715 

8.5 

87 

155 

Xerox 

1,483 

65.4 

139 

118 

Getty  Oil 

1,140 

4.9  ' 

36 

37 

Procter  &  Gamble 

2,708 

6.4 

88 

93 

UAL  Inc 

1,478 

17.1 

14D 

117 

May  Dept  Stores 

1,134 

3.8  ; 

37 

• 

Atlantic  Richfield 

2,691 

« 

89 

87 

Acme  Markets 

1,471 

13.7 

141 

148 

Trans  World  Airlines 

1,098 

15.8 

38 

36 

North  Am  Rockwell 

2,667 

1.0 

90 

78 

Bendix 

1,468 

5.7' 

142 

239 

U  S  Industries 

1,093 

81.4  . 

39 

38 

Int  Harvester 

2,653 

4.4 

91 

96 

Jewel  Companies 

1.464 

17.6 

143 

130 

Gen  Tire  &  Rubber 

1,088 

4.6  1 

40 

40 

Kraftco 

2,581 

6.2 

92 

88 

U  S  Plywood-Champion  1,455 

13.4 

144 

137 

American  Cyanamid 

1,087 

6.2  1 

41 

34 

General  Dynamics 

2,509 

—5.8 

93 

84 

Signal  Companies 

1,432 

8.6 

145 

145 

Borg-Warner 

1,087 

11.4  1 

42 

47 

Tenneco 

2,451 

18.7 

94 

90 

Honeywell 

1,426 

11.2 

146 

126 

Ogden 

1,079 

2.6 

43 

42 

Continental  Oil 

2,396 

6.3 

95 

127 

Anaconda 

1,411 

34.2 

147 

143 

Beneficial  Finance 

1.070 

8.5 

44 

41 

United  Aircraft 

2,350 

—2.5 

96 

79 

FMC 

1,409 

2.4 

148 

140 

Pacific  Gas  &  Elec 

1,054 

4.8 

45 

44 

Firestone  Tire 

2,279 

6.9 

97 

86 

Transamerica 

1,406 

8.4 

149 

156 

Eaton  Yale  &  Towne 

1,054 

18.4  1 

46 

49 

FWWoolworth 

2,273 

19.1 

98 

89 

Ralston  Purina 

1,386 

8.1 

150 

196 

Kennecott  Copper 

1,050 

44.9' 

47 

45 

Phillips  Petroleum 

2,202 

4.5 

99 

83 

Engelhard  Min  &  Chem  1,366 

2.3 

151 

131 

Pan  Am  World  Airways  1,045 

0.8, 

48 

48 

Penn  Central 

2,188 

8.2 

100 

99 

Coca-Cola 

1,365 

15.1 

152 

133 

Deere 

1,043 

1.2; 

49 

54 

S  S  Kresge 

2,185 

24.3 

101 

112 

American  Brands 

1,361 

21.8 

153 

147 

American  Airlines 

1,033 

7.9 

50 

50 

Litton  Industries 

2,177 

17.3 

102 

111 

CNA  Financial 

1,351 

20.6 

154 

154 

Mead 

1,032 

14.9 

51 

46 

Armour 

2,153 

2.7 

103 

121 

Continental  Corp 

1,326 

23.2 

155 

144 

Consolidated  Edison 

1,028 

4.6 

52 

152 

Rapid-American 

2,089 

125.3 

104 

91 

Allied  Chemical 

1,316 

2.9 

156 

351 

Control  Data 

1,023 

18.6, 

53 

43 

Lockheed  Aircraft 

2,075 

—6.5 

105 

122 

American-Standard 

1,307 

21.5 

157 

150 

Grand  Union 

1,017 

8.7, 

54 

58 

Caterpillar  Tractor 

2,002 

17.2 

106 

125 

Beatrice  Foods 

1,307 

24.2 

158 

168 

Reynolds  Metals 

1,013 

20.&i 

55 

51 

Federated  Dpt  Stores 

1,993 

9.5 

107 

110 

BankAmerica  Corp 

1,299 

15.5 

159 

175 

Halliburton 

1.011 

25.5 

56 

52 

Monsanto 

1,939 

8.1 

108 

174 

Teledyne 

1,295 

60.4 

160 

146 

J  P  Stevens 

1,003 

4.11 

57 

60 

Occidental  Petroleum 

1,938 

14.0 

109 

105 

Owens-Illinois 

1,294 

12.3 

161 

185 

Chase  Manhattan 

997 

28.8 

58 

55 

Singer 

1,902 

8.4 

110 

103 

Raytheon 

1,285 

10.9 

162 

160 

Norfolk  &  Western  Ry 

990 

15.2 

59 

56 

General  Foods 

1,894 

8.8 

111 

134 

Lucky  Stores 

1,259 

22.4 

163 

207 

Martin  Marietta 

981 

43.9 

60 

53 

Sun  Oil 

1,838 

3.3 

112 

106 

Gamble-Skogmo 

1,258 

9.9 

164 

151 

Carnation 

964 

3.7 

61 

62 

Dow  Chemical 

1,797 

8.7 

113 

100 

Avco 

1,255 

6.0 

165 

184 

First  Natl  City  Corp 

958 

25.9 

62 

57 

W  R  Grace 

1,792 

3.0 

114 

114 

Nat  Cash  Register 

1,255 

13.8 

166 

149 

Spartans  Industries 

958 

1.4 

63 

68 

Continental  Can 

1,780 

18.0 

115 

120 

Winn-Dixie  Stores 

1,250 

15.5 

167 

206 

Glen  Alden 

956 

38.S'. 

64 

66 

International  Paper 

1,777 

13.7 

116 

94 

Celanese 

1,250 

—0.5 

168 

153 

Norton  Simon 

955 

7.C 

65 

64 

Burlington  Inds 

1,765 

8.9 

117 

132 

Weyerhaeuser 

1,239 

19.9 

169 

Burlington  Northern 

954 

5.7 

66 

61 

Borden 

1,740 

4.2 

118 

107 

B  F  Goodrich 

1,229 

7.8 

170 

166 

INA 

951 

12.C 

67 

:;: 

Boise  Cascade 

1,726 

12.5 

119 

108 

National  Steel 

1,225 

7.5 

171 

163 

White  Motor 

950 

ll.( 

68 

63 

American  Can 

1,724 

5.5 

120 

109 

CPC  International 

1,218 

7.0 

172 

167 

PepsiCo 

949 

11.! 

69 

59 

Textron 

1,668 

—2.1 

121 

123 

Inland  Steel 

1,216 

13.2 

173 

158 

C  &  0/B  &  0  RR's 

947 

9.; 

70 

67 

Union  Oil  California 

1,660 

8.0 

122 

200 

Standard  Oil  (Ohio) 

1,216 

58.7 

174 

::: 

Lykes-Youngstown 

946 

-0. 

71 

74 

Connecticut  General 

1,618 

14.0 

123 

116 

W  T  Grant 

1,211 

10.5 

175 

162 

Standard  G  ands 

938 

9.1 

72 

102 

Household  Finance 

1,615 

38.6 

124 

101 

Allied  Stores 

1,202 

2.1 

176 

161 

National  Lead 

930 

8.. 

73 

76 

Minn  Mining  &Mfg 

1,613 

14.7 

125 

119 

Am  Home  Products 

1,193 

9.8 

177 

169 

Bristol-Myers 

928 

12.: 

74 

65 

Sperry  Rand 

1,607 

2.8 

126 

98 

National  Tea 

1,193 

—1.7 

178 

164 

Kaiser  Alum  &  Chem 

926 

8. 

I      75 

69 

TRW 

1,588 

6.7 

127 

113 

Southern  Pacific 

1,192 

7.7 

179 

176 

Marathon  Oil 

924 

15.: 

76 

92 

R  J  Reynolds  Tobacco 

1,575 

24.5 

128 

139 

Genesco 

1,186 

17.6 

180 

157 

Crcwn  Zellerbach 

914 

5. 

77 

30 

Armco  Steel 

1,565 

13.8 

129 

104 

Grumman  Aircraft 

1,180 

2.4 

181 

* 

C  1  T  Financial 

906 

9. 

;\ 

v: 

Gulf  &  Western  Inds 

1,564 

18.9 

130 

138 

American  Express 

1,172 

15.3 

182 

* 

Amerada  Hess 

900 

13. 

7S 

11 

Z\i\f  Service 

1,562 

8.4 

131 

129 

Hartford  Fire  Ins 

1,163 

11.6 

183 

« 

Dayton-Hudson 

888 

0 

80 

81 

Food  Fair  Stores 

1,555 

13.3 

132 

136 

Georgia-Pacific 

1.160 

13.3 

184 

173 

El  Paso  Natural  Gas 

888 

8 

81 

/3 

Uniioyal 

1,554 

8.7 

133 

142 

CBS 

1,159 

17.2 

185 

213 

General  Mills 

885 

32 

82 

-2 

Alcoa 

1.545 

14.2 

134 

141 

Olin  Corp 

1,157 

15.4 

186 

165 

Campbell  Soup 

884 

4 

83 

i\ 

■"ii. 'J  i.ivisJ  McKesson 

1,541 

5.3 

135 

170 

Whirlpool 

1,154 

39,6 

187 

171 

R  H  Macy 

878 

el 

84 

yy 

Co.i.M  idated  Foods 

1,512 

24.2 

136 

124 

Ashland  Oil 

1,151 

7.7 

188 

187 

Allied  Supermarkets 

878 

16  m 

85 

yy 

Republic  Steel 

1,500 

7.1 

137 

128 

PPG  Industries 

1,147 

9.8 

189 

180 

Motorola 

873 

12  lU 

■  Not 

on  500  list  in  1968.     'Not  comparable. 
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Who  says  you  can't  teach  an  old  dog  new  tricks? 


<EYHOUND  VAN  LINES,  INC.  GREYHOUND  PACKAGE  EXPRESS  ■  GREYHOUND  HIGHWAY  TOURS.  INC.  •  GREYHOUND  LINES  OF  CANADA,  LTD. 
VREY  TRANSPORTATION  ■  MOTOR  COACH  INDUSTRIES  •  AMERICAN  SIGHTSEEING  TOURS  ■  ATLANTA  AIRPORT  TRANSPORTATION,  INC. 
■>AY  LINE  OF  SAN  FRANCISCO  •  BREWSTER  TRANSPORTATION  CO.  •  RESTAURA,  S.A.  •  CALIFORNIA  PARLOR  CAR  TOURS  CO.  •  VAVO-GREYHOUND 
vAY  LINE  OF  NEW  YORK  ■  GREYHOUND  AIRPORT  TRANSPORT  •  GREYHOUND  RENT-A-CAR  •  RED  TOP  SEDAN  SERVICE  •  FLORIDA  EXPORT  GROUP 
OPHET  FOODS  COMPANY  •  WASHINGTON  SIGHTSEEING  TOURS,  INC.  •  GREYHOUND  FOOD  MANAGEMENT,  INC.  ■  MIAMI  CAFETERIA.  INC. 
ST  HOUSES.  INC.  •  CONSULTANTS  &.  DESIGNERS.  INC.  ■  GREYHOUND  LINES.  INC.  ■  GENERAL  FIRE  &.  CASUALTY  CO.  ■  GREYHOUND  COMPUTER  CORP. 
'RDER  BROKERS.  LTD.  ■  GREYHOUND  LEASING  &.  HNANCIAL  CORP.  •  NASSAU  AIR  DISPATCH  ■  AIRCRAFT  SERVICE  INTERNATIONAL.  INC. 
AVELERS  EXPRESS  COMPANY,  INC.    THE  GREYHOUND  CORPORATION     GREYHOUND.  WE'VE  GOT  MORE  GOING  FOR  YOU 


The  500  Biggest  Corporations  By  Revenues 


Rank 
1969  1968 


Company 


%Gain 
Revenues    Over 
($000,000)  1968 


190  189  Eastern  Air  Lines  870  16.7 

191  179  St  Regis  Paper  868  10.3 

192  197  Kimberly-Ciark  835  15.8 

193  210  Texas  Instruments  832  23.9 

194  234  Southland  Corp  826  33.0 

195  214  Combustion  Engineer  821  23  4 

196  186  Santa  Fe  Industries  808  6.7 

197  190  SCM  808  8.4 

198  199  Warner-Lambert  808  12.5 

199  195  Charles  Pfizer  806  11.0 

200  182  Allis-Chalmers  805  4.8 

201  201  Studebaker-Worthingt  801  12.8 

202  188  Commonwealth  Edison  801  7.4 

203  192  Super  Valu  Stores  792  6.8 

204  194  H  J  Heinz  790  7.5 

205  178  Vornado  789  0.0 

206  259  Kidde  (Walter)  786  38.9 

207  191  Associated  Dry  Goods  785  5.5 

208  202  Columbia  Gas  System  774  9.4 

209  229  AM  Smelting  &  Ref  771  21.5 

210  209  Philip  Morris  769  13.8 

211  205  White  Consolidated  768  10.4 

212  221  Lincoln  National  767  18.1 

213  251  Am  Metal  Climax  753  32.0 


214  277  Whittaker 

215  220  Burroughs 

216  198  Hercules 

217  211  Pullman 


753 
752 
746 
739 


238  237  Greyhound 

239  227  Fleming 

240  231  Pennzoil  Utniied 

241  228  Pub  Serv  Elec  &  Gas 


688 

685 
684 
684 


45.6 

15.5 

3.8 

10.1 


218  183  American  Motors  737  —3.2 

219  244  III  Central  Inds  736  25  4 

220  208  Scott  Paper  732  7.9 

221  215  Colt  Industries  729  9.8 

222  181  National  Biscuit  726  —5.7 

223  204  Northv»est  Industries  722  2.9 

224  230  Am  Broadcasting  Cos  721  13.7 

225  217  Stop  &  Shop  720  10.0 

226  222  Babccck  &  Wilcox  719  10.9 

227  216  Gimbel  Brothers  715  8.1 

228  212  Interco  712  6.3 

229  224  Ingersoll-Rand  711  10.9 

230  223  Dart  Industries  707  10.1 

231  247  U  S  Fidelity  705  20  9 

232  225  Interstate  Dept  Stores  702  9.5 

233  232  Dresser  Industries  700  12.2 

234  250  Nat  Dist  &  Chem  700  22.1 

235  219  United  Merch  &  Mfrs  695  6.5 

236  226  First  Nat  Stores  692  8.1 

237  273  American  General  692  31.1 


12.1 
7.5 
8.5 
7.5 


Rank 
1969  1968 


Company 


%Gain 
Revenues    Ov^r 
($000,000)  1968 


242  238  Union  Pacific  680  6.3 

243  203  Zenith  Radio  677  —4.1 

244  271  Iowa  Beef  Packers  675  26.4 

245  233  Walgreen  673  8.0 

246  267  Phelps  Dodge  672  22.1 

247  218  Anheuser-Busch  667  2.1 

248  242  Southern  Company  666  12.5 

249  172  Kaiser  Industries  665  —19.3 


250 

241 

Johnson  &  Johnson 

664 

11.7 

251 

240 

Del  Monte 

662 

10.7 

252 

272 

Western  Bancorp 

660 

23.9 

253 

263 

Avon  Products 

657 

17.5 

254 

270 

Dana 

652 

21.5 

255 

246 

Merck 

647 

10.9 

256 

282 

Clark  Equipment 

645 

27.2 

257 

236 

Squibb  Beech-Nut 

645 

4.8 

258 

243 

Southern  Cal  Edison 

642 

9.0 

259 

248 

Broadway-Hale 

640 

10.2 

260 

275 

Emerson  Electric 

628 

20.3 

261 

245 

George  A  Hormel 

626 

6.8 

262 

:;: 

Jim  Walter 

624 

11.3 

263 

254 

Supermarkets  General 

621 

9.0 

264 

257 

Time  Inc 

618 

8.9 

265 

269 

Pet 

618 

14.1 

265 

322 

Federal  Nat  Mort  Assoc 

617 

55.3 

267 

264 

Pacific  Lighting 

615 

10.2 

268 

258 

Am  Elec  Power 

613 

8.0 

269 

261 

Colonial  Stores 

611 

8.6 

270 

266 

Gillette 

610 

10.1 

271 

255 

McGraw-Edison 

609 

7.1 

272 

253 

GAP 

606 

6.4 

273 

288 

Zayre 

600 

22.2 

274 

303 

ARA  Seivices 

596 

27.1 

275 

249 

Am  Machine  &  Foundry 

594 

2.9 

276 

306 

Mfrs  Hanover  Trust 

594 

30.0 

277 

256 

Arden-Mayfair 

588 

3.5 

278 

262 

Texas  Eastern  Trans 

588 

4.6 

279 

299 

Lear  Siegler 

587 

22.9 

280 

265 

Johns-Manville 

584 

4.9 

281 

312 

Chsmical  New  York 

575 

27.4 

282 

274 

Pillsbury 

569 

8.1 

283 

302 

Budd 

569 

20.6 

284 

276 

Southern  Railway  Sys 

569 

9.8 

285 

294 

Mayer  (Oscar) 

566 

17.4 

286 

290 

Northrop 

561 

15.5 

287 

295 

Otis  Elevator 

561 

16.6 

288 

284 

Con  Natural  Gas 

560 

11.0 

289 

278 

Central  Soya 

557 

7.7 

290 

311 

Cook  United 

555 

25.0 

291 

268 

Quaker  Oats 

554 

1.2 

292 

252 

Armstrong  Cork 

552 

—3.2 

293 

325 

Essex  International 

552 

29.6 

Rank 
1969  1968 


Company 


%Galn 
Revenues    Over 
($000,000)  1968 


294  338  Crane  551  34.4 

295  283  Consumers  Power  550  8.8 
296^  286  North  Amer  Philips  549  9.5 
297^  287  Sterling  Drug  547  11.3 

298  305  Kellogg  542  16.2 

•299  279  Diamond  Shamrock  541  5.1 

300  260  Magnavox  540  —4.1 

301  ■  Holiday  Inns  539  163.9 

302  296  Eli  Lilly  537  12.0 

303  336  Fruehauf  537  29.4 

304  315  Allegheny  Ludlum  536  22.1 

305  292  Carrier  536  10.4 

306  308  Koppers  533  18.8 

307  297  Corning  Glass  Works  531  10.7 

308  291  American  Natural  Gas  529  8.9 

309  392  Evans  Products  527  54.2 

310  319  Delta  Air  Lines  516  19.5 

311  348  Dillingham  515  31.7 

312  300  American  Sugar  515  8.3 

313  334  J  P  Morgan  &  Co  513  23.6 

314  281  Ethyl  509  0.0 

315  293  Wheeling-Pitts  Steel  506  4.9 

316  235  Anderson-Clayton  504  * 

317  285  Int  Minerals  &  Chem  501  —0.3 

318  293  Stauffer  Chemical  499  4.2 

319  304  Diamond  Int  498  6.7 

320  ■  Missouri  Pacific  R  R  495  11.1 

321  307  Sherwin-Williams  495  9.4 

322  358  Wickes  489  30.1 
321  316  Liggett  &  Myers  489  11.5 

324  321  Owens-Corning  Fiberg  487  13.4 

325  317  Air  Reduction  487  11.2 

326  313  Detroit  Edison  482  8.7 

327  337  Crum  &  Fcrster  480  15.7 

328  310  Cluett  Peabody  478  7.2 

329  331  Cerro  477  13.9 

330  ■  National  General  476  322.6 

331  301  Kerr-McGee  476  0.5 

332  318  Seaboard  Coast  Line  474  9.7 

333  ■  Kinney  Nat  Service  472  111.4 

334  333  Northwest  Orient  Air  468  12.4 

335  388  Pacific  Car  &  Fdry  466  35.2 

336  330  United  States  Gypsum  465  10.7 

337  332  Peoples  Gas  460  9.9 

338  344  Polaroid  456  14.7 

339  371  St  Paul  Companies  455  22.1 

340  391  Bankers  Trust  N  Y  454  32.7 

341  327  Niagara  Mohawk  Power  454  7.2 

342  355  Leasco  Data  Process  452  19.8 

343  350  Consol  Freightways  451  ■  16.1 

344  328  Brunswick  450  6.6 

345  353  Union  Camp  450  17.2 


Not  on  500  list  in  1968.  *  Not  comparable. 
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THE  RADIAL  REVOLUTION.  We  have 
to  own  up.  We  started  it. 

Way  back  in  1948. 

Do  you  recall?  It  was  the  year  we 
introduced  the  Michelin-X  Radial  Tire. 

What  have  we  been  doing  since  that 
revolution  in  1948? 
*  Testing  and  perfecting,  of  course. 
You  can't  start  something  revolution- 
ary like  this  unless  you're  prepared  to 
make  it  work  better  and  better. 

Now  the  Michelin-X  tire  stands  out 
as  the  pace-setter,  the  steel  radial 
tire  the  others  have  to  measure  them- 
selves against. 


What  does  this  mean  to  you  in  plain 
simple  facts? 

The  Michelin-X  Steel  Radial  tire  is 
first  of  all  built  for  today's  hi-speed 
turnpike  driving.  Its  revolutionary  radial 
construction  combined  with  the  unique 
steel  safety  belt  beneath  the  tread  vir- 
tually eliminates  dangerous  heat  blow- 
outs and  punctures. 

Micheiins  grip  the  road  better  no 
matter  what  the  speed  or  condition  of 
the  surface. 

We  guarantee  in  writing  at  least 
40.000  miles  on  our  Michelin-X  treads. 
Four  to  one  as  compared  to  most 


"ordinaries"  is  not  unusual. 

We're  proud  we  can  make  such  a 
guarantee.  We're  proud  of  our  world 
leadership  in  new  tire  improvements. 

And  we're  even  happy  to  say  it . . . 

We're  proud  we  start  revolutions. 

WRITE   OR   CALL   COLLECT   FOR 
COMPLETE  DETAILS 
ON    OUR    REVOLU- 
TIONARY MICHELIN-X 
RADIAL  TIRES. 

Now  original  equip- 
ment on  the  Lincoln 
Continental  Mark  III. 


WORLD  LE>DCRSHIP 
IN  TIRE  INNOVATION 


"Mlfhelin  Kuarantfe  rmer?  40.000  mile  Iread  Ute.  defect*  In  uorkman^hip  and  materials  and  normal  road  hazards  (excluding  repairable  punctures).  Is  limited  to  free  repair,  or  credit  or  refund  eoual  to  oricinal  purchase 
prlc«  muUlpUed  by  percentage  of  guaranteed  ouleage  not  run  (at  Michelin's  option),  and  is  conditioned  upon  use  »Uh  "Alrstop"  tubes  <^^here  applicable)  and  non-coiiiiuercial  use  on  passenger  car  or  station  uagon." 


2500   MARCUS  AVE.,  LAKE  SUCCESS,  NEW  YORK  11040  •  516-488-3500 
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Our  accessories  fit  an 


Does  your  secretary  hand-feed 
your^opier  the  things  to  be  copied? 
There's  an  Automatic  Docunnent. 
Feeder  for  our  3600  and  2400 
machines  that  can  do  the  job  twice 
as  fast.  And  meantime,  frees  your 
girl  to  do  other  jobs  for  you. 

Does  your  secretary  take 
almost  as  long  collating  reports  as 
you  do  compiling  them?  Our 
Automatic  Sorter  collates  copies" 
while  they're  being  copied.  And  if 
your  girl  isn't  sorting  things,  she  can 
help  you  with  other  sorts  of  things. 

Does  your  secretary  have  to 
type  copies  on  heavy  stock  (like  file 
cards)  one  by  one?  OurVariable 
Weight  Paper  Feeder  lets  her  make 
copies  on  any  weight  paper,  up  to 
110-pound  card  stock.  Which  saves 
the  typing  for  things  that  need  typing. 

Does  your  secretary  have 
to  take  a  walk  whenever  you  want 
copies  cut  to  a  special  size, 
or  perforated  fortear-offs?  Our 
Automatic  Slitter-Perforator  does  it 
while  the  copies  are  being  made. 
Without  taking  up  your  gal's 
time  walking. 

Come  to  think  of  it,  Xerox 
copjers  and  duplicators  are  step- 
saving  accessories,  themselves. 
The  right  ones,  in  the  right  places, 
can  make  your  people  lots  more 
productive.  And  if  you  don't  think 
that's  worth  something  to  a 
business,  ask  your  accountants. 


XEROX 


i 


andard-size  secretary. 


5'6" 


_^k 


»06  ARE  REGISTERED  TRADEMARKS  OF  XEROX  CORPORATION.  3600  IS  A  TRADEMARK  OF  XEROX  CORPORATION. 


The  500  Biggest  Corporations  By  Revenues 


%Gain 

%Gain 

%Gain 

Rank 

Revenues 

Over 

Rank 

Revenues 

Over 

Rank                                   Revenues 

Over 

1969 

1968 

Company          ($000,000) 

1968 

1969 

1968 

Company           ($000,000) 

1968 

1969 

1968        Company          ($000,000>  1968 

346 

329 

Libbey-Owens-Ford 

448 

6.7 

398 

386 

West  Point  Pepperell 

372 

7.2 

450 

439   Va  Electric  &  Power 

326 

9.7 

347 

352 

Am  Hospital  Supply 

446 

15.4 

399 

407 

Sunbeam 

372 

11.9 

451 

451    Interlake  Steel 

325 

13.7 

348 

326 

Rohm  &  Haas 

446 

5.3 

400 

425 

Giant  Food 

371 

19.8 

452 

■     Fuqua  Industries 

324 

44.8 

349 

345 

Scovill  Mfg 

444 

12.1 

401 

395 

Malone  &  Hyde 

371 

8.8 

.453 

478    Hewlett-Packard 

324 

20.4 

350 

340 

Northern  Natural  Gas 

444 

9.2 

402 

406 

Upjohn 

371 

11.3 

454 

445    North  States  Power 

324 

11.0 

351 

385 

Castle  &  Cooke 

443 

26.9 

403 

401 

Crown  Cork  &  Seal 

371 

9.9 

455 

■     Dayco 

321 

96.1 

352 

341 

Phil  Electric 

440 

8.7 

404 

430 

Hart  Schaff  &  Marx 

370 

20.0 

456 

458    Archer  Daniels  Mid 

321 

14.2 

353 

324 

Kayser-Roth 

440 

3.3 

405 

411 

Florida  Power  &  Lt 

370 

13.8 

457 

442    Northeast  Utilities 

320 

8.4 

354 

367 

Indian  Head 

435 

17.8 

406 

■ 

NLT  Corp 

369 

6.5 

458 

450   Mercantile  Stores 

318 

11.4 

355 

420 

Fluor 

435 

37.6 

407 

361 

Foster  Wheeler 

367 

—2.0 

459 

419    Revion 

318 

0.3 

356 

432 

United  Utilities 

434 

41.7 

408 

398 

General  Public  Utils 

367 

8.0 

460 

446   Havatampa  Cigar 

316 

8.5 

357 

378 

Sec  Pac  Nat  Bank  Cal 

432 

21.7 

409 

380 

General  Cable 

366 

3.5 

461 

455    Smith  Kline  &  French 

315 

11.4 

358 

335 

Eltra 

432 

4.0 

410 

■ 

City  Investing 

364 

75.8 

462 

440    Hershey  Foods 

315 

6.4 

359 

379 

Pueblo  Supermarkets 

427 

20.7 

411 

402 

Arlan's  Dept  Stores 

364 

8.0 

463 

■     Fairchild  Hiller 

315 

28.8 

360 

323 

Kaiser  Steel 

421 

—1.5 

412 

396 

Revere  Coppr  &  Brass 

363 

6.8 

464 

■     Mohasco  Industries 

312 

51.1 

361 

339 

Schlumberger  Limited 

421 

2.8 

413 

444 

Melville  Shoe 

362 

23.7 

465 

485    National  Can 

312 

19.2 

362 

347 

Albertsons 

420 

7.4 

414 

397 

Sperry  &  Hutchinson 

362 

6.4 

466 

424   American  Bakeries 

311 

0.2 

363 

408 

Tecumseh  Prods 

420 

27.6 

415 

390 

Di  Giorgio 

362 

5.1 

467 

449   Hoover 

309 

7.7 

364 

346 

Westvaco 

420 

7.1 

416 

409 

Transcont  Gas  Pipe 

361 

9.8 

468 

474    Donnelley  R  R  &  Sons 

308 

12.8 

365 

343 

Pittston 

420 

4.2 

417 

447 

Wells  Fargo 

360 

23.6 

469 

■     MCA  Inc 

306 

23.6 

366 

375 

Joseph  Schlitz 

419 

17.2 

418 

364 

Hygrade  Food  Prods 

360 

—3.0 

470 

438   Gen  American  Trans 

305 

1.9 

367 

370 

Texas  Utilities 

417 

13.9 

419 

366 

Ex-Cell-0 

358 

—3.3 

471 

■     Amfac 

304 

50.1. 

368 

354 

Addressograph-Muiti 

416 

9.8 

420 

448 

USM 

356 

23.1 

472 

■     Heublein 

304 

40.2 

369 

365 

Middle  South  Util 

416 

12.3 

421 

482 

Hammermiil  Paper 

355 

35.5 

473 

463    Thrifty  Drug  Stores 

304 

8.6 

370 

359 

Bormans  Inc 

412 

9.6 

422 

363 

A  0  Smith 

355 

—5.0 

474 

■     Genuine  Parts 

304 

23.7 

371 

376 

U  S  Freight 

412 

15.3 

423 

356 

Admiral 

354 

—6.0 

475 

*      Morton-Norwich 

302 

14.6 

372 

369 

Cummins  Engine 

411 

12.0 

424 

405 

Cudahy 

354 

6.0 

476 

493    Reliance  Electric 

302 

16.6 

373 

342 

Pennwalt 

409 

0.9 

425 

393 

National  Industries 

353 

3.5 

477 

426    Texas  Gulf  Sulphur 

302 

—2.7 

374 

320 

Universal  Oil  Prods 

409 

—5.2 

426 

412 

Norton 

353 

8.9 

478 

■     Williams  Brothers 

301 

201.8 

375 

382 

Abbott  Laboratories 

404 

15.0 

427 

■ 

Chromalloy  Amer  Corp 

351 

78.5 

479 

436    Sundstrand 

301 

0.0 

376 

373 

Marshall  Field 

403 

11.9 

428 

428 

Provident  Life  &  Ace 

348 

12.3 

480 

467    Jefferson  Pilot 

300 

8.2 

377 

357 

J  i  Newberry 

401 

6.5 

429 

389 

Libby  McNeill  &  Lib 

346 

0.3 

481 

470    Baltimore  Gas  &  Elec 

300 

8.9 1 

378 

309 

Collins  Radio 

400 

—10.5 

430 

* 

GAC  Corp 

345 

120.9 

482 

480   Sybron 

300 

13.2 1 

379 

381 

Timken  Roll  Bearing 

399 

13.6 

431 

427 

Fisher  Foods 

344 

11.1 

483 

452    Dan  River  Mills 

300 

5.0 1 

380 

368 

McGraw-Hill 

398 

8.1 

432 

418 

National  Gypsum 

344 

8.5 

484 

431    Cannon  Mills 

299 

— 2.81 

■     381 

349 

Universal  Leaf 

397 

2.2 

433 

■ 

Gould  Inc 

343 

11.8 

485 

461    Bell  &  Howell 

298 

6.2 1| 

«     382 

421 

Ward  Foods 

396 

26.0 

434 

423 

Duke  Power 

342 

9.5 

486 

459   AEStaleyMfg 

298 

6.1 1 

383 

360 

Brown  Shoe 

395 

5.2 

435 

497 

Chubb 

341 

32.9 

487 

■     Chemetron  Corp 

297 

25.:  n 

384 

41b 

Conill 

392 

23.5 

436 

434 

Louis  &  Nashville  RR 

341 

12.8 

488 

■     Ampex 

296 

26.!  P 

385 

387 

Scot  Lad  Foods 

390 

12.8 

437 

435 

Richardson-Merrell 

340 

13.0 

489 

465    New  England  Electric 

295 

^■'K 

386 

479 

Crowell-Collier  Mac 

390 

46.9 

438 

466 

Harris-lntertype 

339 

22.1 

490 

■     Curtiss-Wright 

295 

47..  1 

387 

383 

Times-Mirror 

390 

11.2 

439 

399 

Int  Milling 

339 

—7.2 

491 

460    Campbell  Taggart 

295 

388 

384 

Texas  Gas  Trans 

388 

10.9 

440 

416 

Potlatch  Forests 

337 

5.9 

492 

■     Springs  Mills 

293 

15. 

389 

■ 

Loews  Theatres 

388 

132.6 

441 

475 

First  Chicago  Corp 

337 

21.1 

493 

457    Cincinnati  Milling 

293 

4. 

390 

441 

Marine  Midland  Banks 

387 

31.0 

442 

456 

Purex 

334 

17.9 

494 

500   Carborundum 

290 

13. 

391 

372 

Western  Union 

387 

7.3 

443 

422 

Flintkote 

332 

6.1 

495 

464    HK  Porter 

290 

3 

392 

362 

City  Stores 

380 

1.7 

444 

437 

Bemis 

331 

10.4 

496 

■     First  Nat  Bnk  Boston 

290 

53 

393 

403 

Panhandle  East  Pipe 

380 

12.7 

445 

■ 

Bangor  Punta 

330 

37.4 

497 

■     National  Serv  Inds 

289 

70 

394 

377 

G  C  Murphy 

379 

6.5 

446 

417 

Inmont 

329 

3.9 

498 

495    Dun  &  Bradstreet 

28& 

11 

395 

410 

A-T-0  Inc 

379 

16.5 

447 

477 

Crocker  Natl  Corp 

329 

21.2 

499 

■     Mattel 

289 

36 

396 

404 

Kelsey-Hayes 

377 

12.5 

448 

462 

Outboard  Marine 

327 

16.7 

500 

■     Coastal  States  Gas 

288 

17 

397 

400 

M  Lowenstein  &  Sons 

377 

11.3 

449 

443 

Central  &  South  West 

327 

11.4 

■  Not 

on  500  list  in  1968.  •  Not  coniparable. 
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FORBES,    MAY   15,    1970, 


Who 
■  computer  company 

es  nroven  ideas 


you  CO  n  use? 


. .  computer  ideas  that  have 
Iready  been  proved  out  in 
ieneral  Electric's  own 
usinesses. 

fter  all,  GE  not  only  builds 
omputers — it  uses  400  of  them 
Id  more  than  1000  time-sharing 
irminais  to  stay  competitive. 


We've  built  a  stockpile  of  ideas 
that  smart  companies  are 
borrowing  . . . 

...  a  pharmaceutical  company 
uses  an  inventory  management 
system  that  was  born  in  our 
switchgear  business. 

...  an  investment  house  uses  an 
econometric  model  we  designed 
for  our  own  business  forecasts. 


. . .  dozens  of  companies  use  a 
computer  payroll  package  that 
General  Electric  used  first. 

When  people  can  take  advantage 
of  other  people's  experience, 
there's  a  word  for  it. 

The  word  is  progress. 


Progress  is  our  most  important  product 


GENERAL 


i 


ELECTRIC 


>',4ig^  I'd  *    ■        ' 


,#''■ 


^  *'' Crane  had  to  fine 
a  way  to  clarif  y/purif  ] 
^  ^^12  million  gallons  ol 

V  ''^''^CiH|ce  Memphremago 

^''"^         '^  a  da 


.iif-'. 


jiiMi:, 


■*'^. 


The  Solution: 

A  microstrainingV  ozonation  system.  One  of  the  first  installations 
of  its  kind  in  North  Annerica. 

This  system  was  engineered  to  provide  12  million  gallons  of 
pure  water  per  day  for  Sherbrooke,  Quebec's  80,000  people  and 
hundred  or  so  important  industries.  Here's  how  it  operates: 

Lake  Memphremagog  water  is  run  through  three  Microstrain- 
ers,  or  rotary  drum  filters  (each  10'  x  10')  covered  with  fine  screen- 
ing (to  165,000  apertures  per  sq.  in.).  Filtered  out  algae,  tiny  fish 
and  suspended  solids  are  back-washed  away  by  high  pressure 
spray  nozzles. 

Then,  air  containing  ozone  (O3  produced  by  "activating"  oxygen 
in  the  air  with  electricity)  is  bubbled  through  the  filtered  water. 
Leaves  it  safe  to  drink,  color  free,  odor  free,  and  delicious. 

Crane:  100  years  of  experience  in  water  treatment  systems. 
Makers  of  valves,  pumps,  fittings,  aircraft  and  aerospace  prod- 
ucts, plumbing  and  heating  equipment,  steel  and  wire  products. 
Crane  Co.,  300  Park  Avenue,  New  York,  N.Y:  10022. 

If  it  flows:  ,  CRANE 


CRANE  CAPABILITIES  IN 
THE  ENVIRONMENTAL 
CONTROLS  AREA 

WATER  SUPPLY  TREATMENT 

Microstraining 
Softening 
Clarification 
Sand  Filtration 
In-Depth  Filtration 
Ion  Exchange 
Iron  Removal 
Sterilization 
Degassification 

AIR  POLLUTION 

Ozonation 
Wet  Scrubbing 

THERMAL  POLLUTION 

Heat  Exchangers 

NOISE  ABATEMENT 

Exhaust  Heads 

GENERAL 

Control  Systems 

INDUSTRIAL  TREATMENT 

Microstraining 

Sand  Filtration 

Mixed  Media  Filtration 

Clarification 

Activated  Carbon  Filtration 

Ion  Exchange 

Solids  Handling  Pumps 

Deep  Bed  Filtration 

Aeration 

Acid  Neutralization 

SEWAGE  TREATMENT 

Microstraining 

Sand  Filtration 

Mixed  Media  Filtration    - 

Clarification 

Ozonation 

Activated  Carbon  Filtration 

Ion  Exchange 

Solids  Handling  Pumps 


(•It 


its  own  ietport. 


To  launch  the  age  of  the  supersonics. 
From  runway  paving  to  terminal 


veneer  plaster.  Flintkote  has  it  all. 


we  ve  come  a  lung  "«"7  ji. ■■..>.  "~  • 

known  as  "the  roofing  company." 

Fibre  perforated  pipe 
Portland  masonry  cement 
Fibre  sewer  pipe 
Ready  mixed  concrete 
Industrial  sand 
Fluxing  lime 
Aluminum  paints 
Insulation  coatings 
Formboard  roof  deck  systems 
Roof  insulation 
Chimney  systems 
Insulation  adhesives 
Fibre  electrical  conduit 
Asbestos  cement  water  pipe 
Refuse/trash  chutes 
Silica  sand 
Abrasives 
Dry  concrete  mixes 
Polyethylene  gas  pipe 
Portland  Type  II  cement 
Dry  mortar  mixes 
Asphalt  emulsion  systems 
Acrylic  decorative  coatings 


Gravel  aggregate 
Protective  roof  coatings 
Homogeneous  vinyl 
asbestos  tile 


Asphalt  cutback  systems 
Dolomitic  limestone 
Prestress  cement 
Decorative  roof  coatings 
Vinyl-covered 

gypsum  wallboard 
Ready  mixed  mortar 
Insulation 

High  calcium  quicklime 
Asphalt  asbestos  tile 
Non-slip  coatings 
Low  alkali  cement 
Monolithic  membrane 

roof  system 
High  calcium  hydrated  lime 
Corrugated  packaging  products 
Metal  ceiling  framing 
Sculptured  vinyl  asbestos  tile 
Veneer  plaster 
Self-adhering  tile 
Asbestos  cement  board 
Latex  floorings 
Cold-applied  built-up  roofing 
Pipe  cement 
Low-heat  cement 


Polyethylene  water 

service  pipe 
Embossed  ceiling  tiles 
Portland  oil  well  cement 
Aluminum  coatings 
High  calcium  limestone 
Dolomitic  lime 
Ceiling  grid  systems 
Furring  systems 
Portland  plastic  cement 
Sound  deadening  board 
Expandable  partitions 
Gypsum  backing  board 
Acoustical  ceiling  tile 
Cold-laid  asphalt 

mastic  floors 
Portland  regular  cement 
Fibre  underfloor  duct 
Crushed  stone  aggregates 
Portland  hi-early  cement 
Diabase 

Construction  sand 
Vinyl  polymer  floor  tile 
Gypsum  wallboard 
Gypsum  coreboard 
Water-resistant 

gypsum  sheathing 
Heavyweight  asphalt 

roof  shingles 
Tile  roof  systems 


Polyurethane        

foam  insulation 
Plastic  wall  tile 
Suspended  ceiling  systerr 
Mineral  fibre  siding 
Urethane  elastomer 

membrane  floor  surface 
Construction  services 
Pavement  seal  coatings 
Calcium  carbonate 
Bituminous  concrete 
Concrete  block  cement 
Polyethylene  tubing 
Vinyl  asbestos  tile 
Vinyl  cove  base 
Floor  tile  adhesives 


Fire-resistant 

gypsum  wallboard 
Built-up  roof  systems      i 
Metal  wall  studs 
Portland  sulfate 

resistant  cement  j 

Asbestos  cement  sewer  pj 
Insulating  sheathing 
Epoxy  flooring 
Architectural  cement 
Agricultural  lime 
Polyvinyl  chloride  wateri 
In-register  vinyl  asbestc 


Nobody's  got  more  productsjo^build  m^^fuNTKJ 


The  500  Biggest  Corporations 


By 

Market  Value 


Last  year  there  were  winners  and 
losers.  So  far  this  year,  just  losers. 


Ihe  figures  below  are,  alas,  already 
indent  history.  At  a  point  in  time— the 
ast  day  of  1969— they  represent  the 
/alue  that  the  stock  market  put  upon 
najor  American  corporations  as  going 
jusinesses. 

At  a  point  in  time.  That  point  has 
jassed,  and,  for  the  overwhelming 
jart,  the  values  have  shrunk  drastical- 
y.  The  500  companies  listed  here  had 
I  combined  market  value  of  $546  bil- 
ion.  This  was  about  $50  billion  less 
han  they  were  worth  a  year  before, 
iut  even  that  was  at  least  S60  bil- 
ion  more  than  the  quoted  prices  as 
"oHBE.s  went  to  press. 

Unlike  the  other  rankings  in  this 
ssue,  market  value  changes  day  by 
lay,  week  by  week,  month  by  month. 
Jy  and  large,  the  same  companies, 
ame  managements,  same  products, 
)ut  there  has  been  a  decline  of  well 
iver  SlOO  billion  in  16  months;  by 
hat  astounding  amount  have  U.S.  in- 
'estors  marked  down  their  faith  in 
he  immediate  future. 

Last  year's  stock  shde  was  more 
;radual  than  this  year's,  but  nonethe- 
ess  it  produced  some  horrendous 
Dsses.    In    declining    21%    in    market 


price,  for  example.  Standard  Oil  of 
New  Jersey  lost  close  to  $4  billion  in 
market  value.  Other  huge  losers  in- 
cluded Mobil  Oil,  Standard  Oil  of  Cal- 
fornia,  General  Telephone  and  Ford 
Motor  (each  down  $1  billion  or  so). 
Nearly  all  the  oil  stocks  took  a  severe 
battering:  Continental  Oil,  Phillips 
Petroleum,  Occidental,  Sun,  Union 
and  Marathon  were  down  30%  or 
more.  These  examples  are  from  the 
100  biggest  companies  in  market  val- 
ue; among  smaller  companies,  there 
were  even  rougher  declines.  Cities 
Service,  Getty  Oil,  McDonnell  Doug- 
las, Litton  Industries,  Boeing  and  Ana- 
conda all  lost  40%  or  more. 

But  last  year  produced  some  strong 
winners  in  addition  to  its  bumper  crop 
of  losers.  The  drug  stocks  in  particu- 
lar were  winners.  Some  gains  were 
72%  (Johnson  &  Johnson),  39%  (Pfi- 
zer), 34%  (Squibb  Beech-Nut),  34% 
(Eli  Lilly).  Computer  and  other  data 
processing  stocks,  too,  did  well.  Xerox 
was  up  37%,  for  a  gain  of  nearly  $2.2 
billion.  Honeywell  was  up  27%,  Con- 
trol Data  28%  and  Electronic  Data  Sys- 
tems a  whacking  275%.  Other  big 
gainers  among  the  market  giants:  S.S. 


Kresge  (up  39%),  Kennecott  Copper 
(28%),  Emerson  Electric  (up  33%), 
American  Hospital  Supply  (up  43%) . 

But  last  year's  winners  have  been 
bloodied  this  year.  IBM's  $6-billion 
gain  in  market  value  has  been  more 
than  wiped  out  so  far  this  year.  The 
ten  drug  stocks  among  the  top  100 
are  dovm  some  15%.  Electronic  Data 
Systems,  last  year's  big  winner,  was 
down  44%,  most  of  the  loss  occurring 
during  a  few  days  in  April.  Kennecott 
Copper,  riding  the  crest  of  a  world- 
wide boom  in  copper  and  with  sharp- 
ly higher  earnings,  has  merely  been 
able  to  hold  onto  its  1968  market  val- 
ue over  the  past  12  months.  One  of 
the  few  stocks  running  counter  to  this 
trend  was  E.I.  du  Pont,  which  fell 
some  35%  in  market  value  last  year  (a 
loss  of  nearly  $3  billion)  but  has  been 
a  slight  gainer  in  the  market  so  far 
this  year. 

Thus  1969,  as  reflected  in  the  fig- 
ures below,  was  a  selective  market,  if 
overall  a  declining  one.  But  1970  to 
date,  sparing  nobody,  has  been  a  full- 
fledged  bear  market  with  the  Dow  last 
month  falling  to  its  lowest  level  since 
the  Kennedy  assassination  in  1963.  ■ 


Common 

Common 

Common 

, 

Market 

%Gain 

Market 

%Gain 

Market 

%Gain 

Rank 

Value 

Over 

Rank 

Value 

Over 

Rank 

Value 

Over 

}69 

1968 

Company      ($000,000) 

1968 

1969 

1968 

Company      ($000,000) 

1968 

1969 

1968 

Company      ($000,000) 

1968 

1 

1 

IBM 

41,450 

16.4 

12 

10 

Du  Pont  El              4,944   - 

-35.3 

23 

27 

Am  Home  Products  3,561 

23.4 

2 

2 

Am  Tel  &  Tel 

26,708 

—8.3 

13 

23 

Avon  Products         4,930 

35.0 

24 

32 

Eli  Lilly                   3,445 

33.8 

3 

3 

General  Motors 

19,753    ■ 

-12.7 

14 

19 

Coca-Cola               4,729 

15.2 

25 

52 

Johnson  &  Johnson  3,320 

71.3 

4 

5 

Eastman  Kodak 

13,307 

12.4 

15 

12 

Mobil  Oil                 4,669   - 

-21.6 

26 

17 

Standard  Oil  (Ind)  3,320  - 

-23.7 

5 

4 

Standard  Oil  (NJ) 

13,280    ■ 

-21.5 

16 

14 

Ford  Motor              4,496   - 

-22.6 

27 

18 

General  Tel  &  Elec   3,167   - 

-24.6 

6 

7 

Sears  Roebuck 

10,176 

6.5 

17 

22 

Procter  &  Gamble    4,461 

21.5 

28 

16 

Shell  Oil                  2,982   - 

-37.4 

7 

6 

Texaco 

8,344    - 

-26.5 

18 

13 

Standard  Oil  (Calif)  4,337   - 

-25.6 

29 

50 

Burroughs              2,712 

36.5 

8 

11 

Xerox 

8.201 

36.6 

19 

21 

Polaroid                 4,104 

10.4 

30 

36 

J  C  Penney             2,544 

5.7 

9 

9 

General  Electric 

7,007    - 

-18.6 

20 

25 

Merck                     4,067 

26.6 

31 

33 

Weyerhaeuser         2,459 

—3.7 

10 

8 

Gulf  Oil 

6,435    - 

-28.2 

21 

24 

Int  Tel  &  Tel           3,873 

12.5 

32 

35 

Caterpillar  Tractor    2,418 

—2.6 

11 

Not 

15 

Minn  Min  &  Mfg 

6,145 

8.2 

22 

« 

Atlantic  Richfield     3,814 

» 

33 

31 

Westinghouse  Elec  2,308  - 

-12.2 

3n  500  list  in  1968.  *  Not  comparable. 
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The  500  Biggest  Corporations  By  Market  ValUi 


\ 

Common 

Common 

,, 

Common 

Market 

%Gain 

Market 

%Gain 

Market 

%Gain 

Rank 

Value 

Over 

Rank 

Value 

Over 

Rank 

Value 

Over 

19G9 

1968 

Company      ($000,000) 

1968 

1969 

1968 

Company      ($000,000 

►     1968 

1969 

1968 

Company      ($000,000).    1968    ji 

34 

48 

Georgia-Pacific        2,286 

14.2 

86 

55 

Monsanto                1,204 

—34.6 

138 

167 

Halliburton 

856 

1.0    ' 

35 

29 

Union  Carbide         2,238 

—18.3 

87 

82 

Bethlehem  Steel      1,194 

—13.5 

139 

235 

Dart  Industries 

829 

25.7    , 

36 

46 

Goociyr  Tire  &  Rub  2,222 

10.1 

88 

118 

Campbell  Soup        1,189 

11.9 

.  140 

240 

Revlon 

828 

29.8 

37 

34 

BankAmerica  Corp   2,202 

—13.2 

89 

109 

Pepsico                   1,175 

4.3    . 

141 

171 

Armco  Steel 

827 

-1.5 

38 

69 

Charles  Pfizer          2,192 

39.0 

90 

77 

Amer  Cyanamid        1,170 

—17.7 

142 

211 

Coastal  States  Gas 

825 

16.0 

39 

53 

Bristol-Myers           2,184 

14.8 

91 

122 

Scott  Paper              1,153 

10.0 

143 

168 

Dow  Jones 

825 

—2.5 

40 

65 

Honeywell               2,156 

27.2 

92 

■ 

Technicon               1,151 

t 

144 

188 

Ralston  Purina 

824 

4.1 

41 

26 

RCA  Corp                2,144 

—26.2 

93 

170 

Squibb  Beech-Nut    1,130 

33.7 

145 

162 

Crown  Zellerbach 

808 

—7.3 

42 

60 

Warner-Lambert      2,129 

20.7 

94 

99 

Kraftco                    1,099 

—9.0 

146 

299 

Baxter  Laboratories 

807 

60.5 

43 

66 

Kennecott  Copper    2,122 

27.6 

95 

143 

Standard  Oil  (Ohio)  1,093 

15.6 

147 

152 

Columbia  Gas  System  807 

—12.3 

44 

37 

Dow  Chemical          2,074 

—12.1 

96 

144 

FWWoolworth         1,087 

15.2 

148 

212 

Philip  Morris 

807 

13.5 

45 

45 

General  Foods         2,062 

1.6 

97 

103 

J  P  Morgan  &  Co    1,083 

—8.6 

149 

140 

Chemical  New  York 

805 

—16.8  . 

46 

* 

Boise  Cascade         2,023 

« 

98 

59 

Union  Oil  California  1,082 

—38.8 

150 

145 

Celanese 

799 

—15.2 

47 

41 

Pacific  Gas  &  Elec  1,924 

—14.1 

99 

68 

Marathon  Oil           1,076 

—33.1 

151 

177 

Upjohn 

782 

—4.4 

48 

85 

SSKresge               1,887 

38.8 

100 

93 

Combined  Insur       1,076 

—14.4 

152 

159 

Houston  Lt  &  Pow 

780 

—11.8 

49 

54 

RJ  Reynolds  Tobac  1,831 

—3.7 

101 

39 

Cities  Service          1,069 

—54.0 

153 

191 

Carnation 

770 

—1.0 

50 

38 

United  States  Steel  1,828 

—21.3 

102 

221 

Holiday  Inns            1,037 

50.6 

154 

166 

Middle  South  Util 

769 

—9.9  1 

51 

28 

Phillips  Petroleum    1,786 

—35.7 

103 

148 

Abbott  Laboratories  1,029 

11.0 

155 

154 

Phil  Electric 

766 

—15.2  ' 

52 

49 

First  Natl  City  Corp  1,777 

—10.7 

104 

101 

Harttord  Fire  Ins      1,015 

—15.3 

156 

126 

Consumers  Power 

763 

-25.8  1 

53 

51 

Corning  Glass  Wks  1,754 

—11.5 

105 

123 

Phelps  Dodge          1,014 

—2.9 

157 

206 

Newmont  Mining 

761 

5.1 

r4 

327 

Electronic  Data  Sys  1,754 

275.1 

106 

56 

Litton  Industries      1.006 

-^4.5 

158 

104 

FMC 

759 

—35.7  ■ 

55 

102 

Nat  Cash  Register    1,718 

44.9 

107 

106 

Owens-Illinois          1,002 

—14.1 

159 

268 

Int  Flavors  &  Frag 

747 

33.1  . 

56 

64 

Chase  Manhattan     1,658 

—2.4 

108 

95 

Consolidated  Edison   999 

—19.5 

160 

142 

Va  Electric  &  Power 

746 

—22.3  i 

57 

91 

Control  Data            1,653 

28.0 

109 
110 

96 

146 

Teledyne                   993 
Florida  Power  &  Lt     991 

—19.9 



5.8 

161 

201 

Kellogg 

737 

—1.2  \ 

58 

30 

Chrysler                  1,648 

—37.4 

162 

112 

INA 

730 

—34.5  : 

59 

42 

Transamerica           1,648 

—26.0      j 

111 

92 

Continental  Corp        980 

-22.3 

163 

173 

PPG  Industries 

727 

—11.8  ? 

60 

67 

International  Paper  1,646 

0.2 

112 

90 

Aetna  Life  &  Cas         973 

-24.8 

164 

133 

American  Can 

725 

—28.1 

61 

75 

Anheuser-Busch       1,629 

11.8 

113 

128 

Schlumberger  Limtd   970 

—5.0 

165 

169 

United  Utilities 

725 

—14.3  \ 

62 

72 

Federated  Dpt  Strs  1,609 

5.0 

114 

127 

American  Brands        959 

—6.5 

166 

86 

McDonnell  Douglas 

724 

— 46.5i 

63 

44 

Commnwith  Edison  1,580 

—22.7 

115 

105 

Union  Pacific              958 

—18.7 

167 

300 

Joseph  Schlitz 

724 

45.1  1 

64 

83 

Sterling  Drug           1,558 

13.8 

116 

114 

American  Express       955 

—13.3 

168 

129 

Norfolk  &  Western  Ry  721 

—28.9  < 

65 

71 

Alcoa                      1,532 

-2.4 

117 

296 

Digital  Equipment       949 

87.1 

169 

139 

CPC  International 

721 

—25.6  i' 

66 

74 

Gillette                   1,532 

1.5 

118 

57 

Getty  Oil                    945 

—47.4 

170 

202 

Smith  Kline  &  French  719 

-3.3 

67 

87 

Travelers                 1,528 

13.1 

119 

116 

TRW                          945 

—12.6 

171 

225 

Kaiser  Alum  &  Chem 

716 

6.1 

68 

117 

Am  Hospital  Supply  1,521 

42.7 

120 

88 

AM  Smelting  &  Ref      937 

—28.5 

172 

98 

Textron 

713 

—41.3 

69 

58 

Am  Elec  Power         1,506 

—16.0 

121 

236 

Sobering  Co               933 

43.6 

173 

267 

Richardson-Merrell 

713 

25.9 

70 

61 

Firestone  Tire          1,486 

—14.3 

122 
123 

208 

Becton  Dickinson        929 

29.2 

174 

197 

Lincoln  National 

702 

—7.7 

71 

80 

Texas  Utilities          1,433 

2.1 

136 

Consolidated  Foods     911 

—7.6 

175 

233 

Eaten  Yale  &  Towne 

695 

4.9 

72 

43 

Continental  Oil         1,386 

—32.5 

124 

135 

Armstrong  Cork          901 

—8.8 

176 

223 

Whirlpool 

695 

2.1 

73 

108 

Texas  Instruments   1,376 

21.5 

125 

180 

Motorola                    900 

11.0 

177 

400 

Disney  (Walt)  Prod 

693 

87.5  1 

74 

132 

Emerson  Electric      1,341 

33.0 

126 

203 

Kimberly-Clark           897 

20.8 

178 

354 

AMP 

691 

65.0 

75 

89 

Continental  Can       1,319 

1.7 

127 

196 

Beatrice  Foods           894 

17.6 

179 

244 

CNA  Financial 

689 

9.7 

76 

81 

Southern  Company  1,317 

—5.6 

i  128 

107 

Burlington  Inds          892 

—21.3 

180 

124 

Int  Harvester 

686 

-34.3 

77 

121 

Hewlett-Packard       1,304 

23.7 

\  129 

3 

150 

Mfrs  Hanover  Trust     889 

—3.8 

181 

158 

Duke  Power 

686 

—22.7 

78 

84 

CBS                        1,292 

-5.3 

\  130 

100 

Southern  Pacific         879 

—26.7 

182 

73 

Penn  Central 

681 

-55.4 

/9 

63 

Tenneco                  1,282 

—25.1 

,  131 

138 

U  S  Plywood-Chmpn   872 

—106 

183 

187 

Bankers  Trust  N  Y 

680 

—14.2 

80 

/U 

SperryRand             1,269 

—19.3 

132 

153 

Household  Finance     872 

—3.8 

184 

131 

Allied  Chemical 

676 

-33.1 

81 

125 

Connecticut  Gen      1,263 

21.8 

5  133 

115 

Pub  Serv  Elec  &  Gas   871 

—20.1 

185 

194 

National  Steel 

676 

—11.7 

82 

40 

Occidental  Petrol     1,262 

—44.6 

134 

94 

Louisiana  Land          861 

—31.4 

186 

165 

C  1  T  Financial 

676 

-21.3 

83 

4/ 

Sun  Oil                     1,254 

—37.6 

t  135 

147 

Cntrl  &  South  West    859 

-7.4 

187 

246 

Standard  Brands 

670 

7.c" 

84 

/9 

Southrn  Cal  Edison  1,220 

—13.5 

136 
137 

157 

Western  Bancorp        858 

—3.6 

188 

160 

Great  Atl  &  Pac  Tea 

668 

-24.2 

85 

113 

Singer                     .215 

9.4 

184 

AM  Metal  Climax        857 

6.7 

189 

262 

General  Mills 

660 

15.2 

. 

■  Not 

on  500  lis!  in  1968    *  Not  comparable 

Not  availab 

e. 
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i^alComp  presents  a  brilliant  new  film  producer. 


up  until  now,  you  could  buy  your 
omputer  either  a  brilliant  and  ver- 
atile  microfilm  plotter. 

Or  a  brilliant  and  high  speed 
licrofilm  printer. 

But  you  couldn't  buy,  for  any 
3asonable  amount  of  money,  one 

m  output  system  that  was  both. 

Now  you  can 

CalComp  presents  the  1670 
:0M  system.  It's  a  plotter. 

CalComp's  new  offline  1670 
OM  system  is  the  finest  Computer 
'utput  Microfilm  plotter  you  can 
uy. 

it  draws  at  a  rate  of  500,000 
icrements  a  second. 

Features  a  programmable  raster 
f  16,384  by  16,384  positions.  The 
nest  resolution  available. 

And  cuts  tape  write  time  to  a 
;nth  or  better  over  previous  micro- 
Im  systems. 

With  twenty  usable  line  widths, 

e  1670  COM  system  is  ready  to 

)RBES,   MAY   15,    1970 


draw  practically  anything. 

And  with  the  support  of  Cal- 
Comp's extensive  library  of  basic, 
functional  and  application  soft- 
ware, it  practically  can. 

CalComp  presents  the  1670 
COM  system.  It's  a  printer. 

If  your  primary  need  is  for  a  high 
speed  printer,  the  CalComp  1670 
COM  system  is  that,  too. 

System  throughput,  using  hard- 
ware character  generation,  is  7,000 
to  12,000  lines  per  minute. 

And  with  CalComp  software  you 
can  put  it  in  any  type  font, 
size,  or  language  you  like. 

With  an  optional  forms 
projector,  you  have  16 
program  selectable  forms. 

And  take  your  choice 
of  cameras.  16  or  35mm. 
Sprocketed  or  unsprocketed 
Even  a  105mm  micro- 
fiche option. 

So  if  you  haven't 


been  able  to  decide  between  a 
microfilm  system  that  plots  or  one 
that  prints,  call  your  nearest  Cal- 
Comp man  today.  (CalComp  has 
offices  in  34  cities.) 

And  tell  him  you  want  to  discuss 
the  brilliant  new  producer  that  does 
both. 

TEACH  YOUR  COMPUTER  TO  DRAW. 

California  Computer  Products.  Inc  ,  Dept.  S-5 
2411  West  La  Palma  Ave  ,  Anatieim,  California  92801 
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The  500  Biggest  Corporations  By  Market  Value 


Common 

Common 

Common 

Market 

%Gain 

Market 

%Gain 

Market 

%Gain 

Rank 

Value 

Over 

Rank 

Value 

Over 

Rank 

Value 

Over 

1969 

1968 

Company      ($000,000) 

1968 

1969 

1968 

Company      ($000,000 

1968 

1969 

1968 

Company      ($000,000] 

.  1968 

190 

220 

National  Biscuit         660 

—4.2 

242 

273 

G  D  Searle                  542 

—1.6 

294 

238 

Niagara  Mohawk  Pwr  465 

—27.9 

191 

78 

Anaconda                   659 

—53.3 

243 

217 

Loews  Theatres          541 

—22.4 

295 

353 

Union  Camp 

464 

9.2 

192 

156 

Kerr-McGee                659 

—26.6 

244 

137 

W  R  Grace                 540 

—45.1 

296 

270 

Martin  Marietta 

463 

—16.5 

193 

176 

General  Public  Utils    658 

—19.7 

245 

178 

Superior  Oil                539 

—34.0 

297 

243 

Peoples  Gas 

463 

—26.6 

194 

110 

Texas  Gulf  Sulphur      657 

—41.4 

246 

195 

Greyhound                  537 

—29.7 

298 

254 

Union  Electric 

463 

—21.8 

195 

141 

Borden                      655 

—32.2 

247 

339 

Black  &  Decker           536 

21.7 

299 

399 

Factor  (Max) 

461 

24.1 

196 

205 

Colgate-Palmolive      648 

—10.8 

248 

314 

Plough                       533 

11.2 

300 

379 

Marriott 

460 

17.2 

197 

227 

Borg-Warner              646 

-4.3 

249 

174 

Ingersoll-Rand           528 

—35.7 

301 

297 

Illinois  Power 

459 

—9.6 

198 

256 

W  T  Grant                  645 

9.2 

250 

230 

Northeast  Utilities       526 

—21.2 

302 

434 

McDonald's  Corp 

459 

34.6 

199 

264 

Naico  Chemical          645 

12.9 

251 

312 

Kaiser  Industries        526 

9.5 

303 

226 

El  Paso  Natural  Gas 

452 

—33.1 

200 

265 

Owens-Corning  Fibg    638 

11.7 

252 

258 

ContI  Telephone         525 

—10.1 

304 

» 

Morton-Norwich 

451 

• 

201 

179 

Deere                        635 

—22.0 

253 

130 

North  Am  Rockwell      525 

—48.1 

305 

290 

McGraw-Edison 

451 

—12.7    . 

202 

282 

Tampax                     635 

18.4 

254 

341 

Parke-Davis                522 

18.6 

306 

259 

Nat  Dist  &  Chem 

450 

—22.7 

203 

164 

McGraw-Hill               635 

—26.2 

255 

193 

Uniroyal                    519 

—32.5 

307 

368 

Heublein 

449 

11.8 

204 

155 

University  Computing  634 

—29.6 

256 

338 

Prentice-Hall              519 

17.7 

308 

241 

C  &  0/B  &  0  RR's 

447 

—29.5 

205 

198 

Ohio  Edison                633 

—15.8 

257 

237 

Rohm  &  Haas            518 

—20.2 

309 

293 

Southern  Natural  Gas  447 

—12.4 

206 

214 

Safeway  Stores           631 

—10.9 

258 

288 

Baltimore  Gas  &  Elec  518 

—0.3 

310 

349 

Hilton  Hotels 

444 

3.9 

207 

120 

Zenith  Radio              628 

^»0.6 

259 

271 

Times-Mirror              517 

—6.7 

311 

279 

Wells  Fargo 

444 

—18.1 

208 

277 

Lubrizol                     628 

14.5 

260 

269 

No  Ind  Public  Serv    516 

—8.0 

312 

242 

LJbbey-Owens-Ford 

441 

—30.2 

209 

213 

American  Airlines       624 

—12.0 

261 

232 

First  Chicago  Corp     514 

—22.9 

313 

384 

Mattel 

438 

13.6 

210 

149 

Pennzoil  United          623 

—32.6 

262 

253 

Mellon  Natl  Bnk        513 

—13.9 

314 

391 

Kentucky  Fried  Chick  437 

15.7 

211 

175 

Detroit  Edison            617 

—24.7 

263 

239 

Associated  Dry  Goods  511 

—20.2 

315 

266 

Cleveland  Elec  Ilium  437 

—23.1 

212 

119 

Hercules                    616 

-42.0 

264 

355 

U  S  Industries          510 

21.8 

316 

■ 

GAC  Corp 

437 

93.6  . 

213 

319 

Marlennan                 615 

29.3 

265 

393 

Ampex                       507 

35.0 

317 

324 

Pabst  Brewing 

433 

—7.7 

214 

308 

Dun  &  Bradstreet        611 

26.4 

266 

309 

King  Resources           506 

4.9 

318 

329 

Square  D 

433 

-6.7 

215 

199 

NLTCorp                    611 

—18.5 

267 

224 

American  Natural  Gas  503 

—25.6 

319 

326 

Allegheny  Power 

429 

-8.4    ' 

216 

97 

Boeing                      610 

—50.5 

268 

228 

U  S  Gypsum              500 

—25.8 

320 

287 

Long  Island  Lighting  429 

—18.7 

217 

151 

Magnavox                  607 

—34.3 

269 

320 

Norton  Simon            499 

5.0 

321 

219 

Signal  Companies 

426 

—38.2    ' 

218 

330 

Sperry  &  Hutchinson   604 

30.4 

270 

186 

UAL  Inc                     497 

—37.3 

322 

337 

Winn-Dixie  Stores 

426 

—3.9  1 

219 

161 

National  Lead             598 

—32.0 

271 

204 

Johns-Manville           496 

—32.7 

323 

310 

Pacific  Lighting 

424 

—12.0  ) 

220 

342 

American  General       595 

36.1 

272 

218 

Reynolds  Metals         493 

—29.2 

324 

313 

American-Standard 

424 

—11.6  i 

221 

183 

Santa  Fe  Industries     593 

—26.6 

273 

216 

Inland  Steel              493 

—29.5 

325 

343 

St  Paul  Companies 

423 

—3.0 

222 

172 

Engelhard  Min  &  Chm  592 

—28.4 

274 

192 

Sec  Pac  Nat  Bank  Cal  491 

—36.7 

326 

361 

Govt  Employees  Ins 

420 

1.4  1 

223 

252 

Carrier                       591 

—1.2 

275 

263 

Addressograph-Muiti   490 

—14.6 

327 

250 

Bendix 

416 

—30.7 

224 

336 

Quaker  Oats               587 

31.5 

276 

255 

Con  Natural  Gas         487 

—17.6 

328 

351 

First  Bank  System 

414 

—3.1  ; 

1     225 

358 

Chesebrough-Pond's  587 

40.8 

277 

305 

A  H  Robins                486 

—0.6 

329 

380 

H  J  Heinz 

413 

6.1  : 

226 

189 

Northwest  Orient  Air  586 

—25.6 

278 

260 

Gulf  States  Utils         484 

—16.3 

330 

348 

Carolina  Power  &  Lt 

412 

—3.7 

227 

278 

Utah  Construct  &  Min  585 

7.8 

279 

134 

Olin  Corp                   484 

—51.3 

331 

370 

Northwest  Bancorp 

412 

2.6 

228 

210 

Delta  Air  Lines           583 

—18.4 

280 

285 

Panhandle  East  Pipe   481 

—9.4 

332 

■ 

Computer  Sciences 

410 

58.6 

229 

303 

Tektronix                   582 

17.6 

281 

387 

North  Amer  Phlips     481 

25.6 

333 

317 

Public  Service  Ind 

407 

—14.7 

230 

234 

Marcot                        577 

—12.9 

282 

375 

Pitney- Bowes             479 

20.4 

334 

412 

Fairchild  Camera 

406 

12.6 

231 

386 

City  Investing             571 

48.2 

283 

215 

B  F  Goodrich            477 

—31.9 

335 

182 

Pan  Am  W  Airways 

406 

-49.8 

232 

286 

Comsat                      565 

7.1 

284 

280 

Donnelley  R  R  &  Sons  476 

—11.8 

336 

248 

May  Dept  Stores 

405 

—33.0 

233 

35/ 

Kaiser  Steel                557 

33.0 

285 

371 

Florida  Power            475 

18.5 

337 

447 

Melville  Shoe 

402 

23.8 

234 

190 

Conill                       554 

—29.4 

i    286 

261 

St  Regis  Paper          475 

—17.5 

338 

452 

Western  Union 

402 

25.6 

235 

181 

Repsiblic  Steel            554 

—31.5 

287 

231 

Texas  Eastern  Trans  475 

—28.9 

339 

401 

Clark  Equipment 

398 

8.0 

236 

163 

Ashland  Oil                 553 

—36.5 

288 

185 

United  Aircraft           475 

—40.2 

340 

495 

Pittston 

398 

39.2 

237 

4/3 

Memorex                   550 

81.8 

289 

281 

Diamond  Int              475 

—11.9 

341 

331 

Kidde  (Walter) 

397 

—14.1 

238 

251 

U  S  FIdelit)                550 

—8.3 

290 

209 

Raytheon                   472 

—34.0 

342 

306 

North  States  Power 

396 

-18.7 

239 

318 

ARAServces              547 

14.9 

291 

374 

Harris-lntertype          471 

18.4 

343 

404 

Mohawk  Data  Scnces  394 

6.9 

240 

* 

Dayton  Hudson           546 

* 

292 

289 

Zaie                           470 

—9.1 

344 

298 

First  Nat  Bnk  Boston  392 

—22.4 

241 

2/4 

Beneficial  Financi       542 

—1.6 

293 

325 

Marine  Midland  Bks  467 

—0.4 

345 

458 

Combustion  Engnr 

389 

24.2 

■  Not 

on  500 

list  in  1968.  *  Not  compirible. 

\  Not  iviilab 

le. 

fl' 

90 
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merger ...  or  collision? 


•Professional  valuation  counsel  is  one  of  the  critical 
inks  in  the  chain  of  events  leading  to  successful  merger 
)r  acquisition.  It  starts  with  financial  studies  relating 

0  earnings  and  cash  flow.  And  goes  on  from  there  — 
Drobing  in  areas  that  range  from  market  impact  to 
product  obsolescence  . .  .  from  the  scope  and  efficiency 
Df  production  facilities  to  the  tax  implications  of  the 
Jroposed  transaction.  The  result  is  insight  that  provides 

1  basis  for  fair  exchange  . . .  merger,  not  collision. 

\ssisting  corporate  decision-makers  is  our  business. 


ie  American  Appraisal  Company,  Milwaukee,  Wisconsin  53201        U.S.A. 
3RBES,   MAY   15,    1970 
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^^Starting  now, 
when  Mohawk  speak^ 

IBM  listens:' 


New  product  talk  by  Pat  Smith,  Vice-President,  Product  Plannitl 


ij 


Vou  need  to  send  data  from  Salt  Lake 
City  into  an  IBM  360  computer  ni 
Brooklyn,  let's  say,  and  you  want  to 
:alk  mag  tape  on-line.  Practically 
ipeaking,  the  only  way  you  could  do 
:his  would  be  to  set  up  another  360 
3ut  in  Utah. 

"Well,  not  any  more.  We've  built 
|i  black  box  called  a  Binary  Syn- 
:hronous  Communications  Adaptor 
hat  lets  one  or  more  of  our  Data- 
lecorders  talk  directly  on-line 

0  most  IBM  360  configurations. 

"You  can  talk  mag  tape  from  . 
)ata-Recorder  to  360;  you  can  have 
he  360  talk  back  to  the  Data- 
vccorder;  you  can  have  the  360 
alk  to  a  printer.  You  can  poll  your 
emote  stations,  and  then  select 
he  ones  you  want  to  talk  with. 

"The  Bi-Synch  box  can  be  used 

1  a  point-to-point  system,  or  a 
lultipoint  system.  The  second  one 
ives  you  station  addressing  capabil- 
ies.  You  can  use  permanent  connec- 
ons,  or  a  leased  line,  or  a  dialup 
vitched  network  setup.  The  possi- 
ilities  are  wide  open. 


5>* 

"IBM  gave  Binary  Synchronous 
Communications  its  Flash  Gordon 
name.  We'd  prefer  something 
simpler,  but  since  we're  talking  to 
their  computers,  we  might  as  well 
stick  with  their  names,  too. 

"We're  very  pleased  with  one 
fact:  there's  no  need  to  modify  oper- 
ating systems  software.  You  can  use 
ordinary  BTAM  or  QTAM. 

"About  forty  per  cent  of  our 
business  is  in  data  communications. 
It's  an  immense  area  that's  hardly 
been  scratched.  We  like  it  for  two 
reasons,  really.  It  opens  up  new 
markets  to  us,  which  means  more 
sales.  And  it  lets  us  offer  our  present 
clients  greater  systems  possibilities, 
which  means  better  service. 
Paying  attention  to  both  is  what 
has  made  Mohawk." 


Mohawk  Data  Sciences  Corp. 

Herkimer,  New  York 
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The  500  Biggest  Corporations  By  Market  Value  4 


Rank 
1969  1968 


Company 


Common 

Market 

Value 

($000,000) 


%Gain 
Over 
1968 


346  292      Rorer-Amchem            389  —24.0 

347  440      Simplicity  Pattern       384  14.6 

348  323      Transcont  Gas  Pipe    383  —18.8 

349  ■        Lucky  Stores              383  46.7 

350  275      Northern  Natural  Gas  383  —30.4 

351  346      Otis  Elevator             379  —11.9 

352  409       Swift                           378  3.7 

353  272      Gen  American  Trans    377  —31.9 

354  413      First  Charter  Fin        375  4.1 

355  334       Kroger                        374  —18.0 

356  340      Crocker  Natl  Corp       374  —15.1 

357  311      Cincinnati  Gas  &  El    372  —22.6 

358  488      Miles  Laboratories      369  24.8 

359  419      Recognition  Equip      368  3.8 

360  344      Jefferson  Pilot           364  —16.0 

361  436      Hanna  Mining            363  7.1 

363  8.4 

360  11.2 

360  0.9 

357  —40.7 


362  441 

363  448 

364  417 

365  249 


Fruehauf 

Sybron 

New  York  Times 

Franklin  Life 


366  284  J  Ray  McDermott  355  —33.2 

367  490  Trane  354  20.8 

368  461  Crown  Cork  &  Seal  354  13.5 

369  328  Sou  New  England  Tel  352  —24.3 

370  352  Crowell-Collier  Mac  350  —17.7 

371  378  Champion  Spark  Plug  349  —11.6 

372  345  National  Gypsum  347  —19.6 

373  364  Penn  Power  &  Light  346  —15.5 

374  431  R  H  Macy  341  —1.7 

375  362  Central  Tel  &  Ulils  339  —18.0 

376  487  Mead  337  13.8 

377  ■  Avery  Products  336  52.5 

378  422  Liberty  Nat  Life  Ins  336  —4.8 

379  315  Whittaker  332  —30.7 

380  ■  Jim  Walter  332  * 

381  438  Brunswick  331  —1.8 

382  383  Northern  Illinois  Ga  331  —14.5 

383  302  Am  Machine  &  Fdry  330  —33.5 

384  444  Gimbel  Brothers  330  0.3 

385  304  Babcock  &  Wilcox  329  —33.1 


385  416  Charter  N  Y                328  —8.3 

387  332  Stauffer  Chemical       328  —28  8 

388  ■  MGIC  Investment       328  18.0 

389  394  Wisconsin  Elec  Power  327  —12.9 


390  •  Amerada  Hess  327 

391  247  Gen  Tire  &  Rubber  326 

392  ■  Fedders  326 

393  ■  Natl  Student  Mktg  322 


-46.0 
34.6 
97,8 


394  435  Skyline  Corp              322  —5.6 

395  ■  General  Reinsurance  321  21.9 

396  445  Oklahoma  Gas  &  Elec  320  —1.9 

397  222  Freeport  Sulphur        320  —53.2 


Rank 
1969  1968 


Company 


Common 

Market 

Value 

($000,000) 


%  Gain 
Over 
1968 


398  405  Foremost-McKesson  319  —13.2 

399  491  Seatrain  Lines  318  8.7 

400  ■  Castle  &  Cooke  317  —5.3 

401  200  Gulf  &  Western  Inds  317  —57.7 

402  433  Dana  316  —7.5 

403  356  Southern  Railway  Sys  316  —24.6 

404  ■  St  Joseph  Lead  316  12.9 

405  359  New  England  El  315  —23.9 

406  381  Safeco  315  —19.2 

407  373  Duquesne  Light  313  —21.5 

408  ■  Economics  Lab  311  38,8 

409  474  Gerber  Products  310  2.5 

410  ■  Pillsbury  308  17  9 

411  ■  Will  Ross  Inc  308  49.0 

412  395  Trans  Union  Corp  305  —18.4 

413  472  Rollins  305  0.7 

414  369  Maytag  304  —24.2 

415  415  Essex  International  304  —15.7 

416  207  Time  Inc  301  —58.2 

417  333  Seaboard  Coast  Line  301  —34.1 

418  350  Timken  Roll  Bearing  301  —29.7 

419  456  Sunbeam  300  —4.6 

420  479  Dillingham  299  —02 

421  477  Cleveland  Trust  299  —0.5 


422  ■ 

423  428 

424  366 

425  ■ 


Not  on  500  list  in  1968.  *  Not  compaiable.  t  Not  available 


Block  H  &  R 
Perkin-Elmer 
Del  Monte 
Kendall 


298  27.8 

298  —14.3 

298  —26.3 

296  44.8 


426  402  Hershey  Foods  294  —20.4 

427  316  American  Nat  Ins  293  —38.8 

428  307  General  Dynamics  292  —39.7 

429  450  Jewel  Companies  292  —9.5 

430  295  Genesco  289  —43.0 

431  467  Nat  Bank  of  Detroit  288  —6.3 

432  418  Pacific  Power  &  Lt  288  —19.2 

433  497  First  Penna  Corp  286  0,9 


i  434 

455 

Willamette  Inds 

284 

—9,8 

\  435 

■ 

Bank  of  New  York 

284 

« 

1   436 

385 

Leasco  Data  Process 

283 

—26.5 

437 

483 

Westvaco 

283 

—4.6 

^   438 

■ 

Anchor  Hocking  Glass  283 

2,3 

439 

423 

Bell  &  Howell 

281 

—20,1 

440 

335 

III  Central  Inds 

279 

—38,9 

441 

■ 

ContI  Mortgage  Inves  279 

17.4 

■   442 

420 

ACF  Industries 

276 

—21.8 

443 

451 

Raychem 

275 

—141 

444 

403 

Universal  Oil  Prods 

275 

—25,4 

;    445 

498 

WIckes 

275 

—3,2 

446 

426 

Armour 

272 

—22.1 

\   447 

390 

Arkansas  Louisiana  G 

271 

—28.3 

(    148 

■ 

Chubb 

271 

4.2 

1   449 

468 

Potlatch  Forests 

271 

—11,8 

Rank 
1969  1968 


Company 


Common 

Market 

Value 

($000,000) 


%Gam 
Over 
1968 


450  397  Public  Service  Colo  271    —27.6 

451  294  Diamond  Shamrock  270   —47.0 

452  ■  General  Development  270     —0.2 

453  408  Lone  Star  Gas  268   —26.7 

454  376  Potomac  Elec  Power  268   —32.5 

455  ■  Kinney  Nat  Service  267       26.5 

456  ■  Cyprus  Mines  265     —5.1 

457  ■  American  Petrofina  265       22.2 

458  ■  Cluett  Peabody  264     —5.9 

459  ■  Wachovia  264     —3.1 

460  276  Avco  264   —52.0 

461  469  Hart  Schaff  &  Marx  263   —14.2 

462  ■  Monroe  Auto  Equip  263       46.5 

463  ■  Clinton  Oil  262       11.0 

464  ■  Gr  Western  Financial  262     —3.6 

465  480  Southland  Corp  260   —13.4 

466  321  General  Cable  259   —45,6 

467  421  East  Gas  &  Fuel  258   —26  8 

468  460  Am  Broadcasting  Cos  258   —17.4 

469  ■  Houston  Natural  Gas  258     —7.4 

470  398  Gardner-Denver  255   —31.8 

471  ■  Fed  Nat  Mort  Assoc  253       35.6 

472  429  Boston  Edison  252   —27.5 

473  425  Liggett  &  Myers  252   —28.3 


474  471 

475  ■ 

476  ■ 

477  476 


Bunker-Ramo 
Lear  Siegler 
Broadway-Hale 
Sherwin-Williams 


250  —18.1 

249  —8.5 

249  —11.1 

249  —17.2 


478  ■  Areata  Natl  Corp  247  9,5 

479  ■  AMK  247  2.7 

480  466  N  Y  State  Elec  &  Gas  246  —19.9 

481  ■  Provident  Life  &  Ace  246  —3.9 

482  481  Hobart  Mfg  246  —17.3 

483  322  Pennwalt  246  —48.2 

484  492  Tampa  Electric  246  —15.4 

485  ■  So  Carolina  El  &  Gas  244  —9.9 

486  407  Ethyl  244  —33.4 

487  347  Trans  World  Airlines  242  —43.4 

488  372  J  P  Stevens  240  —40.2 

489  ■  EckerdJack  239  62.6 


490 

382 

Dresser  Industries 

239 

—38.5 

491 

■ 

Natomas 

238 

-11.5 

492 

457 

Allied  Stores 

237 

—24.7 

493 

464 

Clark  Oil  &  Refining 

237 

-23.6 

494 

■ 

Southwestern  Life 

236 

-13.3 

495 

496 

Purex 

236 

-17.0 

496 

■ 

Tecumseh  Prods 

235 

-4.5 

497 

■ 

Masonite 

234 

2.5 

498  ■        Amfac  234         3,2 

499  ■        Computing  Software    234       98.4 

500  ■        Carter— Wallace         234       41.71 
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What's  a  steelmaker 
doing  with  a  wooden 
clipper  ship? 


: 


This  three-fourths-size  replica  of  the  famous  Flying 
Cloud  is  in  Bethlehem's  East  Boston  ship  repair 
yard.  But  she  is  not  being  made  ready  to  sail  the 
seas.  Instead,  she  is  being  converted  into  a  special 
annex  for  the  Boston  1800  Restaurant,  a  waterfront 
facility  of  Holiday  Inns,  Inc. 

Bethlehem  Steel  has  been  a  leading  designer, 
builder,  and  repairer  of  ships  for  nearly  70  years. 
We  were  the  largest  private  builder  of  U.  S.  Navy 
ships  during  World  War  II.  More  recently, 
Bethlehem  built  both  the  nuclear  cruiser  USS  Long 
Beach  and  the  nuclear  frigate  USS  Bainbridge. 


Today,  we  are  busy  building  tankers,  container 
ships,  chemical  carriers, . . .  and  repairing  and 
converting  a  variety  of  ships  in  our  yards  on  the 
Atlantic,  Gulf,  and  Pacific  Coasts.  A  new 
shipbuilding  basin  now  under  construction  will 
enable  our  Sparrows  Point  Yard  to  build  ships  up 
to  300,000  deadweight  tons. 

At  Bethlehem  we  are  continually  lookingahead 
...  to  new  steels,  new  ways  to  make  them,  new 
products,  new  materials,  and  new  methods  to  get 
them  to  our  customers  quickly. 


BETHLEHEM  STEEL 


One  of  the  fastest  sailing  ships  in  history,  the  original  Flying  Cloud  was  built  in  an  East  Boston 
shipyard  in  1851.  Before  being  destroyed  by  a  dock-side  fire  in  1874,  she  established  an  all-time 
sailing  record  by  racing  "  'round  the  Horn"  to  gold-crazy  San  Francisco  in  89  days. 


■^  t 


And  Coasf  Guard  diiner! 


Secretaries  jam  elevators.  Elevators^rtSSoHRfftosuBWSysT""" 

Meals  begin  to  cook.  TV  sets  come  alive.  It's  rush  hour  in  Philadelphia. 
That  peak  power  period  of  late  afternoon  and  early  evening. 

A  bustling  city  like  Philadelphia  has  to  have 
an  extra  supply  of  power  ready.  It  does.  United  Aircraft  power. 
Our  gas  turbines  drive  generators  for  Philadelphia's 
electric  company.  And  for  some  50  others. 

While  out  on  the  ocean,  our  jetpower  aboard  9  new 
Coast  Guard  cutters  sends  them  clipping  along  at  29  knots.  ,^  „^ 
Each  one  has  two  FT4  turbines  derived  from  the  ir-  '-^"^  "** 

same  jet  engines  that  power  commercial  aircraft. 

United  Aircraft  jetpower  has  been  flying  ^         "'^ 
a  long  time.  We're  also  in         H«g^fl|rii  ^*^'' 
our  element  on  land  or  on  sea. 


mm&h 


PRATT  &  WHITNEY  AIRCRAFT  • 

.-  HAMILTON  STANDARD- 
SIKORSKY  AIRCRAFT  •  NORDEN  • 
UNITED  TECHNOLOGY  CENTER  • 
ELeCTROMC  COMPONENTS  •         .^<?# 
. UNITED  AIRCRAFT  RESEARCH 
-^CWATORIES  •  UNITED  AIRCRAFT 
"■"■"^'  -    A  LIMITED- 
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CITIES  SERVICE 
COMPANY 
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Mima 

The  Cities  Service  sign  that  says 

GOOD  NEIGHBOR" 


U 


CITGO  service  stations  brighten  the  corners  where  they  are, 
by  being  as  attractive  as  good  design,  landscaping,  and  all- 
around  neatness  can  make  them. 

As  described  in  our  booklet,  "CITGO's  Good  Neighbor 
Policy*,"  this  is  what  makes  your  CITGO  station  a  nice  place 
to  visit. 

And  we're  encouraging  others  to  improve  the  looks  of  their 
business  establishments— in  a  "Business  for  Beauty"  pro- 
gram that  we  and  the  General  Federation  of  Women's  Clubs 
sponsor. 

CITGO's  quality  motor  fuels  and  lubricants  and  CITGO's 
quality  services  deserve  a  quality  setting. 

The  way  we  see  it,  that's  good  business.  Even  more,  it's  good 
neighborliness. 

'For  a  copy,  please  write  Public  Relations  Division 

CITIES  SERVICE  COMPANY 

SIXTY  WALL  STREET,  NEW  YORK,  NY    10005 


The  500  Biggest  Corporations 


By  Assets 


With  28  newcomers  last  year,  dramatic  changes 

took  place  in  asset  ranking.  Just  staying 

on  the  Forbes  500  list  cost  an  extra  $50  million. 


SSETS  are  the  chips  a  company  must 
a\e  in  order  to  continue  producing 
s  goods  and  services.  In  an  inflation- 
ry  era,  w  ith  the  cost  of  money  rising 
nd  with  the  sophistication  of  plant 
iid  equipment  increasing,  the  stakes 
3se  sharply  last  year  for  those  com- 
anies  that  hoped  to  stav  among  the 
op  500. 

With  assets  of  $416  million  in 
968,  San  Diego  Gas  &  Electric  just 
lade  the  list  as  the  oOOth-largest  com- 
any  last  year.  City  National  of  Bev- 
rly  Hills  ranked  as  this  year's  .500th- 
irgest  company  in  the  country,  with 
ssets  of  S466  million  in  1969.  It  took 
n  added  S.50  million  just  to  stay  on 
16  list. 

Consider  the  implications  of  that 
50-milIion  increase.  International 
larvester's  assets  increased  6.5%  in 
969  from  SI. 97  billion  to  S2.0.3  bil- 
on.  Nevertheless  IH  jell  eight  places 
•^  ranking  from  93rd  to  101st.  For 
ompanies  like  Textron  or  National 
Jiscuit,  whose  assets  rose  only  nom- 
lally  during  1969,  it  meant  a  steeper 
rop  in  ranking.  Textron  fell  34 
ilaces;  National  Biscuit  fell  38  places, 
t  meant  a  very  sharp  drop  in  rank- 


ing for  companies  that  sold  off  parts 
of  their  business  in  1969.  International 
Minerals  &  Chemical,  which  clo.sed 
down  several  facilities  and  sold  others 
fell  more  than  11%  in  assets  and 
dropped  90  places  in  rank.  Kaiser  In- 
dustries, which  sold  its  Jeep  business 
to  American  Motors,  fell  15.2%  in  as- 
sets and  dropped  107  places  in  rank 
from  .344th  to  451st. 

In  addition,  many  companies  fell  off 
the  Top  .500  by  Assets  list  in  1969. 
Among  them  were  such  old  established 
names  as  Westvaco,  Pullman,  Stauffer 
Chemical  and  the  Chicago,  Rock  Is- 
land &  Pacific  Railroad. 

Of  the  28  newcomers,  there  were 
many  companies  that  achieved  the  as- 
set gain  primarily  through  internal 
expansion.  Among  them:  Polaroid, 
Whirlpool  and  Holiday  Inns.  How- 
ever, well  over  half  the  28  newcomers 
were  conglomerates  and  bank  holding 
companies.  Here  the  dramatic  in- 
crease in  asset  size  resulted  largely 
from  acquisitions. 

The  vagaries  of  merger  accounting 
cast  some  doubts  on  the  meaningful- 
ness  of  the  total  asset  figures  of  con- 
glomerates. For  example,  the  increase 


in  asset  size  for  many  conglomerates 
included  substantial  amounts  of 
"goodwill."  This  includes  the  premium 
an  acquiring  company  pays  over  the 
fair  value  of  assets  acquired  for  an 
acquisition  that  was  made  under  pur- 
chase accounting  rules;  it  usually  re- 
sults when  a  company  is  bought  for 
casli  rather  than  for  stock.  This  good- 
will is  carried  on  the  books  as  an  asset, 
and  is  usually  not  amortized.  Many  ac- 
counts have  attacked  "goodwill"  as  an 
intangible  concept  that  is  not,  strictly 
.speaking,  an  asset.  Still,  Forbes'  rank- 
ings are  based  on  published  figures, 
so  we  count  goodwill  as  an  asset. 

This,  of  course,  underscores  the 
point  that  assets,  like  any  other  mea- 
sure of  corporate  size,  must  be  exam- 
ined in  perspective.  If  "goodwill"  over- 
states a  company's  true  assets,  then 
land,  purchased  many  years  ago  and 
carried  at  original  cost,  probably  un- 
derstates a  company's  true  assets. 

But  the  as.set  figure  remains  a  cru- 
cial dimension  of  American  business. 
In  the  final  analysis,  it  is  how  wisely 
and  efficiently  a  company  uses  its  as- 
sets that  determines  the  quality  of  its 
performance.  ■ 


%Gain 

%GaJn 

%Gain 

Rank 

Assets 

Over 

Rank 

Assets 

Over 

Rank 

Assets 

Over 

969 

1968 

Company 

($000,000) 

1968 

1969 

1968 

Company 

($000,000) 

1968 

1969 

1968 

Company 

($000,000) 

1968 

1 

1 

Am  Tel  &  Tel 

43,903 

9.3 

12 

15 

Bankers  Trust  N  Y 

9,696 

21.5 

23 

21 

Penn  Central 

6,851 

5.0 

2 

2 

BankAmerica  Corp 

25,573 

5.8 

13 

13 

Texaco 

9,282 

6.8 

24 

24 

Sec  Pac  Nat  Bank  Cal    6,708 

6.6 

3 

3 

First  Natl  City  Corp 

23,092 

17.6 

14 

14 

Aetna  Life  &  Cas 

9,172 

6.6 

25 

27 

Marine  Midland  Banks  6,599 

11.7 

4 

4 

Chase  Manhattan 

22,168 

14.4 

15 

11 

Ford  Motor 

9,149 

2.1 

26 

23 

United  States  Steel 

6,560 

2.6 

5 

5 

Standard  Oil  (N  J) 

17,538 

4.4 

16 

16 

Gulf  Oil 

8,105 

8.0 

27 

25 

Travelers 

6,425 

3.4 

6 

6 

General  Motors 

14,676 

5.8 

17 

17 

Conill 

7,631 

1.5 

28 

30 

Charter  N  Y 

6,215 

15.3 

7 

7 

Mfrs  Hanover  Trust 

11,965 

13.1 

18 

19 

IBM 

7,390 

9.5 

29 

28 

Standard  Oil  (Calif) 

6,146 

6.5 

8 

8 

J  P  Morgan  &  Co 

11,448 

10.3 

19 

18 

Mobil  Oil 

7,163 

4.2 

30 

31 

Wells  Fargo 

5,935 

9.4 

9 

12 

Fed  Nat  Mort  Assoc 

11,018 

57.1 

20 

20 

First  Chicago  Corp 

7,135 

7.8 

31 

29 

General  Electric 

5,931 

3.2 

10 

9 

Western  Bancorp 

10,617 

8.4 

21 

22 

Sears  Roebuck 

7,079 

8.7 

32 

« 

CIT  Financial 

5,599 

5.1 

11 

10 

Chemical  New  York 

9,739 

7.2 

22 

26 

General  Tel  &  Elec 

6,910 

12.2 

33 

33 

Crocker  Natl  Corp 

5,507 

11.7 

Not  on  500  list  in  1968.  '  Not  comparable. 
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The  500  Biggest  Corporations  By  Assefy 


NdiiK 
I  •.nil)   I'XiH 


Compiiny 


%6«ln 
AsNotN      Ov«r 
($000,000)  1968 


34 

a;* 

Cuniioctlciit  Gonaral 

!>.3;J6 

6r. 

35 

38 

tilt  IpI  &  Tol 

!).HW 

.'9  0 

36 

34 

StAiiilaiil  on  (IniO 

S.ll.l 

8/ 

37 

3r. 

Mollon  N.itl  link 

4,9.'!' 

i;'8 

18 

* 

Contiol  DiitA 

4.716 

;'0  4 

l'» 

11 

N.il  Hrtiik  (It  Opttolt 

•t.li9tl 

.M  8 

■»0 

.i;> 

CliiyslPi 

■\M» 

6!) 

41 

.1/ 

Slii'll  OH 

4,.»!)6 

2,9 

42 

♦ 

Atlantic  RlchllaUl 

4.235 

4.2 

43 

4a 

FIrM  Nat  Hnk  HoNtoii 

•),I/-t 

9  1 

44 

■u\ 

Aiiioiii'Aii  (xpioss 

■J,  1.1/ 

10  0 

4b 

,1>.1 

NoitllWI-Nl  l<AIUl)l|) 

4,10!. 

.'!i 

46 

4.' 

Con\oli(lat(Ul  Fdimn 

4,070 

5R 

47 

40 

Tfini)«f(°ii 

4.0!>4 

4  .' 

48 

\\ 

P«rltu  t;«>  ,"!.  1  Iff 

•»,01!. 

!>; 

49 

41) 

(list  Bank  Sy  litem 

J,St)6 

i.j 

SO 

49 

Transamerici 

S.W8 

70 

51 

4S 

Oil  Pout  1  1 

3,4!.l 

4  9 

52 

!.l 

CNA  t  iiiiiiici«l 

.),4i:. 

t;!. 

U 

50 

Union  Caitiiiln 

3,J56 

4,5 

54 

r>:* 

Contini)nt4l  Cflip 

3.225 

1.6 

5b 

!>.! 

Bpthlohi'm  StopI 

3.224 

5.3 

56 

;>!> 

Ptdllips  tVtiolpiim 

3.102 

7.3 

57 

5(< 

Fianklln  N  Y  Coip 

3,002 

3.6 

58 

f^; 

Soiittipii)  C«l  tkllson 

?,oo: 

8  9 

59 

;vj 

SoiittiPin  P*iilir 

.\5>  ■'.) 

19 

60 

!>;» 

Commonwp«ltti  tdlsnn  .V>)4S 

IV  3 

61 

;>8 

line  IpnuoVoiii; tit 

2.944 

ll.l 

6? 

in 

Hsnkol  Npw  Voik 

2,932 

3  6 

63 

t«i 

Contiiipntal  Oil 

?.W7 

14  1 

64 

• 

Biiillnctiin  NoithPin 

.\8;6 

.3  6 

65 

t;i 

linroln  N4tion«l 

2,668 

1L6 

66 

t;.*   tastm«n  hmbk 

.\S,^0 

10,3 

67 

.0    Am  llpc  t'omrri 

'  'S'* 

16  7 

6S 

60   Marrtu 

■  ■   ,) 

6  1 

69 

66   nnlNnnaCoip 

^.766 

5.0 

70 

71    doodytar  liivS.  Rub 

:.  -6.! 

is; 

71 

6/   SottMMra  Company 

.v;3s 

10  0 

72 

65  C&O./B&ORRs 

.',(<■'." 

56 

73 

103  A«M 

2.654 

45.4 

74  6-'  Noitolk  &  W»$t*rn  Ry    2.633       2  8 

75  ';  RCACo.p  :,627     110 

76  ;6  DowChpmicjl  :.620     13,3 

77  61  tMi«|  2.602     19.0 

71  74  First  Ct>ait»i  Fin                           S : 

79  '3  Sun  Oil 

10  (>9  Ckv«land  Tnist 

SI  89  HouiwhoM  FmaiK« 

U  78  W#stin|>hMis«  Ekv 

63  '  Union  Oil  CaUKMnii 

84  S.^  *  I.V.I 

85  S  t\  FtMMt 


0 
.-9 

:  >0l 

11.7 

'  *  8 

9.0 

.  -te 

7.7 

.■  4.8 

10  7 

2,370 

113 

Rank 
1969  1968 


90 
91 
91' 
93 


Cuinpaiiy 


«e4;.iin 
Assets       OviM 
($000,000)  1968 


86  79  Rap  Nat  Bank  Dallas  ?,35I  6  9 

87  t?:'  Pull  Soiv  rirr  8.  Gas  :'  111  8  3 

88  .S)  PNB  Coip  nnla  .'..!.'S  11  .' 

89  SI'  Union  PacKIc  .'.3.".'  9  3 


/!.  INA 

■  Nil  Coip 

10!>  Onulriital  Potioli'iini 

S/  Santa  lp  Imliistiips 


94  98  Gi  WdstRtn  Financial 

95  SS  Gull  &  Wpstsrn  Inds 

96  Sli  Optioit  Rank  &  Tiiist 

97  HI  Union  Ranroip 

98  90  SoattIP  Flist  Nat  Bk 

99  99  CHIPS  SpivIcp 

100  10/  Giiaitl 

101  93  Int  Harv«st«i 


2.281  —1,7 

:::/(,  6 1 

.',.'14  .'3/ 

.M94  6  3 

2.177  16,1 

2.172  5,6 

P,156  4r 

.M.'4  13  6 

.'.069 

2,066  10  3 

.\038  ISO 

.',0.'6  65 


10?  96  Firestone  Tlra 

103  94  Monsanto 

104  130  Ainpiiran  Gpnrial 

105  218  Boise  Cascade 


2.019 
2,012 

2,002 
1.984 


7.2 

6.1 

.30  5 
12.7 


106  91  Mtm  Nat  Bnk  Detroit  1,971  00 

107  104  UALInc  1,946  8  2 

108  lOl  Fust  Nat  Bnk  OiPi^on  1.9W  3  6 

109  95  HaitlouUiialns  1,909  0.9 


no  97  Fl  Paso  Natural  Gas  1.908  1.5 

111  108  Columbia  Gas  .System  1.894  9.2 

112  118  GpiiPial  Public  Utils  1,891  13  9 

113  113  Intomational  Paper  1,887  10.1 


114  92  Hams  1  rust  I  8S0  0 

115  129  Fir  Wise  Banksharps  1..^6'.>  l;  S 

116  106  GpttyOil  1,8,^9  4  I 

117  no  PIttsbuiRti  National  1849  6  0 

118  121  AimcoStPPi  1  ."^46  1,5  O 

119  102  Bankol  Calit  N  A  1  8.!0  0  8 
l.M  112  fust  Nat  Bnk  Dallas  1  ."^21  6  2 
121  .  \'  Consumers  Power  1,809  10.2 


122  160  linrt>ln  Fust  Banks  1,804  —08 

123  124  Republic  Stpf  I  1.782  10  8 

124  1.'6  PhilFlpctiic  1.776  14,3 

125  I':-  Citi.-pns  Si  StuithPin  1.770  12.9 

126  115  Anaconda  1.764  4  6 

127  119  Reynolds  Metals  1.7.55  .5.8 

128  109  U  S  Baiu-oip  Poitland  1,703  —1.4 

129  ■  Rapid  American  1,701  340.6 


130  122  Wachovia 

131  r6  R  )  Reynolds  Totkacto 

132  123  Pr\K^fl  &  Gamble 

133  128  Texas  Eastern  Trans 


134  132  Detroit  Edison 

135  131  Caterpillar  Tractor 

136  U<*  Celanes* 

137  127  Kennecott  Copper 


1.694 

1.693 
1.692 
1.685 


1,662 
16.S4 
16.S2 


4.6 

414 
50 
9  3 


0  3 


tank 
1969   1968 


170 
171 
172 
173 


Company 


%Gaini 
Assets       Over 
($000,000)  1968 


138  212  Weyerhaeuser  1,644  !>4  3 

\19  13!'  Valley  Natl  Bnk  An;  1,640  9  7 

140  13/  Pan  Am  World  Airways  1,626  11.4 

141  24!.  GACCorp  1.626  72.4 


142  136  Northern  Trust  Chica 

143  140  Nat  City  Bnk  Clove 

144  150  North  Am  Rockwell 

145  1/4  Litton  Industiies 

146  14!<  Fidelity  Corp  Penna 

147  l.<9  Middle  South  Util 

148  168  Investors  Div  Serv 

149  16:>  Georjjia-Pacitic 

150  141  American  Natural  Gas 

151  249  Xerox 

152  138  Niagara  Mohawk  Pwr 

153  292  Standard  Oil  (Ohio) 


1,616  9,6 

1,:>96  10  0 

1.591  16.8 

1.580  30.8 

1.578  12.8 

1.576  83 

1,572  27,0 

1,558  22.7 

1.556  7.5 

1.555  71.7 

1.555  6,7 

1.554  101.0 


154  116  WRGrac* 

155  159  Va  Electric  &  Power 

156  134  Allied  Chemical 

157  147  Texas  Utilities 


1.541  -8.2 

1,531  17.6 

1.524  1.9  I 

1,513  10.3  I 


158  14?  Southern  Railway  Sys  1.511  5.1 

159  i:'6  McDonnell  OouKlas  1..S08  12.9 

160  133  American  Brands  1,508  —0.3  I 

161  154  Shawmut  Association  1,502  12.0 


162  143  American  Airlines  1.491  50 

163  152  United  Aircraft  1,488  9  6 

164  l!'3  Bank  ol  Commonw'lth  1,488  9.9 

165  148  Kaiser  Alum  &  Chem  1.457  6.2 


166  151  National  Steel  1.454  70 

167  199  Nat  Cash  Register  1,445  29.2 

168  144  Singer  1.439  2.1 

169  \-(i  Signal  Companies  1,435  16.9 


16.?  NCNB  1.431  115 

183  Trans  World  Airlines  1,422  22.5 

162  Northwest  Industries  1.407  9.3 

146  Deert  1,405  2.0 


174  158  Bancohio  1.404  4.8 

175  •  Lykes  Youngstown  1,402  3.8 

176  185  Duke  Power  1.399  21.3 

177  ■  Mi$.souii  Pacific  RR  1.390  5.2 


178  155  American  Can 

179  161  Mercantile  Tr  N  A 

180  178  J  C  Penney 

ISl  1^"  American  Nat  Ins 


1.372 
1.366 
1.^61 

1  .:. 


2,5 
5.7 

146 


182  172  Pennroil  United  1,357  12.0 

183  184  Minn  Mining  jl  Manuf  1.344  16.1 

184  164  letterson  Pilot  1.338  5.1 

185  180  Inland  Stv^l  1,326  12.8 


!.<;[-  ',^  fWWiH>lworth  1.301  14.7 

is;  16  us  Fidelity  1.300  4  4 

188  l.>^6  Marathon  Oil  1.300  '.'9 

189  1'  BurtingU^n  Inds  1.297  8.7 


•  Ny>l  ,•  ■  ^.\'     .1 


>M  cMMawtWe 
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How  to  cover  all  your  bases 
and  keep  in  touch  with  home. 

When  you  have  to  visit  out 
of  town  go  with  Long  Distance. 
Make  your  travel  reservations 
by  phone.  And  call  ahead  to 
set  up  your  appointments. 
Your  trip  will  be  smoother. 
And  after  you  reach  your 
stination,  you  can  keep  in 
uch  with  home  and  office  by 
phone. 

There  are  many  ways 
our  System  can  help  you  be 
here,  there,  and  everywhere. 
Ask  one  of  our 
Communication  Consultants 
about  them. 


W^re  worth 
6^/1  billion  dollars. 

And  you  never  even 
heard  of  us. 


And  if  you  did  hear  of  us,  you  probably 
think  we're  a  small  New  York  State  bank. 

Snnall  New  York  State  banks  don't  have 
offices  in  eight  countries.  Snnall  New  York 
State  banks  don't  have  six  and  a  half  billion 
dollars  in  assets. 

True,  Chase  is  bigger.  So  is  First  Nationa 
City.  But  we're  up  there. 


Of  all  the  hundreds  of  banking  systenns 
in  America,  Marine  Midland  is  number 
thirteen.  And  we  can  do  anything  the  first 
twelve  can  do. 

More  than  half  of  the  top  fifty  American 
banks  bank  with  us. That  helps  make  us 
ninth  in  correspondent  banking. 

And  you  never  even  heard  of  us. 

Marine  Midland  Banics. 
We're  not  famous. 


Just  big. 


The  500  Biggest  Corporations  By  AssetS 


Rank 
1969  1968 


Company 


%Gain 
Assets      Over 
($000,000)  1968 


Rank 
1969  1968 


Company 


%Gain 
Assets      Over 
($000,000)  1968 


190 

179 

Seaboard  Coast  Line 

1,292 

9.1 

!    242 

268 

ContI  Telephorie 

1,040 

21.4 

191 

196 

Imperial  Corp  of  Am 

1,291 

15.0 

]    243 

242 

First  Natl  Holding 

1,032 

7.8 

192 

191 

Northeast  Utilities 

1,286 

13.4 

1    244 

228 

Eastern  Air  Lines 

1,030 

5.5 

193 

207 

Sperry  Rand 

1,284 

17.2 

245 

260 

TRW 

1,028 

16.6 

194 

189 

Union  Electric 

1,279 

12.6 

246 

291 

Leasco  Data  Process 

1,022 

31.9 

195 

248 

Lockheed  Aircraft 

1,271 

35.7 

247 

233 

Southwestern  Life 

1,021 

5.6 

196 

192 

Florida  Power  &  Lt 

1,264 

11.6 

248 

230 

FMC 

1,021 

4.7 

197 

255 

United  Utilities 

1,261 

42.4 

249 

246 

New  England  Electric 

1,018 

8.4 

198 

197 

Uniroyal 

1,259 

12.2 

250 

■ 

City  Investing 

1,016 

199.8 

199 

217 

B  F  Goodrich 

1.256 

21.3 

251 

244 

Pacific  Lighting 

1,014 

7.5 

200 

166 

Glen  Alden 

1,256 

0.2 

252 

■ 

Loews  Theatres 

1,011 

271.0 

201 

193 

Indiana  National  Corp 

1,253 

11.8 

253 

222 

Fir  Sec  Salt  Lake 

1,010 

—0.9 

202 

188 

Peoples  Gas 

1,252 

9.4 

254 

247 

Crown  Zellerbach 

1,009 

7.6 

203 

194 

Fir  City  Nat  Bnk  Hou 

1,250 

11.2 

255 

235 

Industrial  Bancorp 

1,003 

4.0 

204 

182 

Owens-Illinois 

1,250 

7.5 

256 

239 

Panhandle  East  Pipe 

1,002 

4.8 

205 

181 

Amer  Fletcher 

1,245 

7.5 

257 

229 

American  Cyanamid 

1,001 

2.6 

206 

175 

Baystate 

1,241 

3.3 

258 

226 

Conn  Bank  &  Trust 

991 

0.1 

207 

202 

Transcont  Gas  Pipe 

1,226 

10.3 

259 

264 

Penn  Power  &  Light 

988 

14.0 

208 

231 

Prov  Nat  Bank  Phila 

1,223 

27.8 

260 

452 

Amerada  Hess 

982 

14.5 

209 

227 

Honeywell 

1,222 

23.7 

261 

250 

Bendix 

980 

8.2 

210 

200 

Con  Natural  Gas 

1,218 

9.0 

262 

378 

National  General 

978 

75.3 

211 

171 

Cent  Nat  Bank  Cleve 

1,217 

—0.4 

263 

241 

Kraftco 

978 

3,1 

212 

169 

Mich  Nat  Bnk  Lansing 

1,213 

—2.0 

264 

285 

Philip  Morris 

976 

24.1 

213 

204 

Northern  Natural  Gas 

1,207 

10.1 

265 

271 

Sec  Natl  Bnk  LI  NY 

973 

15.8 

214 

240 

American-Standard 

1,205 

27.0 

266 

236 

Riggs  Natl  Bnk  Wash 

973 

1.2 

215 

211 

Continental  Can 

1,200 

11.8 

267 

262 

Trust  Co  Ga 

973 

11.4 

216 

209 

III  Central  Inds 

1,197 

9.4 

268 

269 

Potomac  Elec  Power 

955 

13.1 

217 

201 

United  Va  Bankshares 

1,197 

7.5 

269 

261 

Society  Corp 

953 

8.0 

218 

195 

U  S  Plywood-Champior 

11,179 

4.9 

270 

252 

St  Regis  Paper 

949 

6.4 

219 

216 

General  Foods 

1,176 

12.5 

271 

288 

Borg-Warner 

949 

21.4 

220 

203 

State  St  Bank  Boston 

1,171 

5.8 

272 

272 

Baltimore  Gas  &  Elec 

949 

14.6 

221 

208 

PPG  Industries 

1,164 

6.3 

273 

266 

Ohio  Edison 

947 

9.5 

222 

206 

Franklin  Life 

1,155 

5.4 

274 

353 

Teledyne 

944 

56.2 

223 

198 

Texas  Commerce  Bank 

1,154 

3.1 

275 

251 

Crum  &  Forster 

943 

5.3 

224 

173 

First  Empire  State 

1,148 

—6.3 

276 

259 

Long  Island  Lighting 

942 

6.7 

225 

187 

Financial  Federation 

1,141 

—0.9 

277 

284 

Va  Natl  Bnk  Norfolk 

941 

18.9 

226 

223 

North  States  Power 

1,130 

11.8 

278 

287 

Am  Metal  Climax 

941 

20.2 

227 

210 

First  Union  St  Louis 

1.124 

2.8 

279 

283 

Com  Bancshares  Mo 

929 

17.2 

228 

213 

Maryland  Natl 

1,120 

4.8 

280 

257 

WPNB  Pitts 

921 

4.2 

229 

293 

Burroughs 

1,116 

44.4 

281 

274 

Wisconsin  Elec  Power 

918 

11.4 

230 

224 

Central  &  South  West 

1,108 

10.3 

282 

256 

Great  Atl  &  Pac  Tea 

912 

31 

231 

232 

Federated  Dpt  Stores 

1,102 

13.5 

283 

263 

CPC  International 

909 

4.6 

232 

220 

Louis  &  Nashville  RR 

1,095 

6.7 

284 

331 

Martin  Marietta 

906 

41.2 

233 

238 

First  Union  Natl 

1,092 

10.2 

285 

267 

New  Eng  Mer  Nat  Bank   904 

5.4 

234 

234 

Allegheny  Power 

1,091 

13.0 

286 

299 

Kimberly-Clark 

904 

14.8 

235 

214 

Hartford  Natl 

1,083 

—2.2 

287 

253 

Textron 

895 

0.3 

236 

225 

01  in  Corp 

1,078 

8.7 

288 

281 

Nat  Dist  &  Chem 

889 

11.8 

237 

215 

LFC  Financial 

1,070 

2.0 

289 

258 

American  National 

885 

—0.3 

238 

221 

Borden 

1,069 

4.4 

290 

254 

First  Natl  State  N  J 

884 

—0.7 

239 

265 

General  Dynamics 

1,066 

23.1 

2191 

273 

May  Dept  Stores 

883 

6.9 

240 

243 

St  Paul  Companies 

1,055 

11.8 

292 

275 

Allied  Stores 

880 

6.8 

241 

■ 

AMK 

1,051 

379.0 

293 

270 

Richmond  Corp 

875 

3.8 

Rank 
1969  1968 


Company 


%Gain 
Assets      Over 
($000,000)  1968 


i 


294 
295 
29S 
297 


298 
299 
300 
301 


277 
278 
300 
286 


Houston  Lt  &  Pow 
Coca-Cola 
Ashland  Oil 
Pacific  Power  &  Lt 


873 
871 
846 
837 


7.8 

8,5 

14.8 

6.4 


276 
314 
290 
304 


Gen  Tire  &  Rubber 
Heller  Walter  E 
Western  Union 
Gulf  States  Utils 


302  294  Am  Smelting  &  Ref 

303  308  CBS 

304  352  Chubb 

305  473  Gibraltar  Financial 


832 

2.4 

830 

19.4 

829 

6.9 

829 

13.8 

825 

6,8 

823 

14,2 

823 

36,0 

820 

2.4 

306  298  Scott  Paper  812  8.1 

307  326  Phelps  Dodge  811  24.1 

308  309  Mead  811  12.6 

309  289  State  Bank  Albany  809  3.9 

310  280  Nat  Comm  Bnk  Albany  807  1.3 

311  324  SSKresge  798  21.2 

312  282  First  Natl  Holding  796  0.1 

313  ■  Bnk  of  the  Southwest  796  —2.3 

314  296  First  Nat  Bnk  Cinn  794  4.3 

315  323  Talcott  National  791  19.8 

316  312  Safeway  Stores  789  12.9 

317  279  Hercules  787  —1.5 

318  295  First  &  Merchants  785  2.5 

319  301  Charles  Pfizer  784  6.6 

320  327  Union  Comm  Bnk  Cleve  778  19,1 

321  ■  Kidde  (Walter)  775  106,4 

322  297  Fidelity  Union  Trust  771  2,2 

323  ■  US  Industries  758  89,1 

324  303  American  Security  751  1,6 

325  302  Swift  744  1,2 

326  340  Northwest  Orient  Air  743  18.3 

327  348  Cleveland  Elec  Ilium  741  19.8 

328  345  Eaton  Yale  &  Towne  736  18.1 

329  317  Liberty  Nat  Life  Ins  735  8.1 


330  306  Norton  Simon  735  1.3 

331  333  Illinois  Power  734  14.5 

332  307  Un  Planters  Nat  Bank  730  0.7 

333  320  So  Calif  Fir  Natl  730  8,0 


334  318  No  Ind  Public  Serv  728  7,7 

335  316  Am  Home  Products  726  6,6 

336  397  Greyhound  725  37,9 

337  325  Sou  New  England  Tel  724  10,4 


338  339  Carolina  Power  &  Lt  719  14.1 

339  315  Public  Serv  Colo  718  5.3 

340  ■  Capital  Holding  716  6.0 

341  313  Gamble-Skogmo  714  2.6 


342  322  Gen  American  Trans         712  6.5 

343  319  Natl  Newark  Essex  Bnk  711,  5,2 

344  413  WT  Grant                      710  39,0 

345  337  Denver  U  S  Bancorp         709  12,3 


Not  on  500  list  in  1968. 
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Now  with  a  heavy-duty  11"  copier 

added  to  our  line, 

how  do  you  know  you'll 

choose  the  right  one? 


We've  provided  you  with  a  number  of  safe- 
guards. 

Our  line  itself  is  one.  It  gives  you  choice 
without  confusing  you.  There  are  clear-cut 
differences  between  our  copiers.  Functional 
differences.  (Our  newest  copier,  for  example, 
enables  you  to  copy  things  11"  wide.)  Not  a 
blue  widget  here  and  a  brown  one  there.  So 
you  won't  waste  your  time  making  meaning- 
less comparisons  between  models.  Either  you 
need  what  a  certain  model  can  do,  or  you 
don't. 

Your  Pitney-Bowes  salesman  is  ariother 
safeguard.  With  five  different  copiers  to  sell, 
he  can  afford  to  be  impartial.  He'll  help  you 
pick  the  copier  that  fits  you,  rather  than  try  to 
make  you  fit  a  copier. 

.    Our  free  trial  is  a  third  safeguard.  We'll  let 
you  use  the  copier  for  a  few  days  in  your  office, 
before  you  buy  it.  It's  our  way  of  proving  that 
the  copier  is  every  bit  as  good  as  we  said  it 
was. 

All  five  Pitney-Bowes  copiers  have  some 
important  things  in  common.  They're  all  desk- 
top, plug-in,  electrostatic  dry  copiers  that 
don't  require  any  warm-up.  And  they  all  turn 
out  clean,  clear  copies  that  won't  fade  or  turn 
brown. 

For  heavy-duty  multiple  copying  from 
originals  up  to  11"  wide,  you  need  the  newest 
addition  to  our  line,  the  Pitney-Bowes  254.  It's 
the  desk-top  copier  that  does  the  work  of  a 
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console.  It  makes  up  to  fifteen  copies  auto- 
matically, and  turns  them  out  at  the  rate  of  20 
a  minute.  It's  roll-fed,  and  automatically  cuts 
each  copy  to  the  length  of  the  original.  So  you 
don't  use  any  more  paper  than  it  takes  to 
,make  the  copy. 

Three  of  our  other  copiers  are  also  roll-fed. 

There's  the  Pitney-Bowes  250,  which 
gives  you  single  copies.  The  Pitney-Bowes  250 
MO  Multiple  Copier  that  lets  you  dial  up  to  ten 
copies  of  any  original.  And  the  Pitney-Bowes 
250  AF  with  automatic  feed.  Just  stack  up  the 
originals— up  to  a  hundred  of  them— and  the 
self-feeder  takes  over,  so  you  can  take  off. 

If  you  only  need  a  dozen  or  so  copies  a 
day,  you'll  probably  pick  the  Pitney-Bowes 
252.  A  simple,  dependable,  sheet-fed  copier 
that  stores  the  paper  inside.  It's  our  economy 
copier,  but  the  copies  don't  look  it. 

All  five  copiers  are  backed  by  a  2400- 
man  service  organization.  And  all  come  with  a 
generous  guarantee  on  labor  and  defective 
parts. 

With  so  much  going  right  for  you,  how 
can  you  go  wrong? 

For  information,  write  Pitney-Bowes,  Inc.,  1794  Crosby  Street.  Stamford,  Conn. 
06904  or  call  one  of  our  190  offices  throughout  the  U.S.  and  Canada.  Postage 
Meters,  Addresser-Printers,  Folders,  Inserters,  Counters  &  Imprinters,  Scales, 
MailOpeners,  Collators,  Copiers,  Fluidio  .Controls,  Labeling,  l\/larking  and 
Plastic  Card  Systems. 


P  it  ney  -  B  owe  s 

COPIERS 
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7776  500  Biggest  Corporations  By  AssetS 


%Gain 

%Gaitf 

%Gain 

Rank 

Assets 

Over 

Rank 

Assets 

Over 

Rank                                     Assets 

Over 

1969  1968 

Company           ($000,000] 

1968 

1969 

1968 

Company          ($000,000 

1968 

1969  1968        Company           ($000,000)  1968   i 

346    305 

Chi  Mil  St  P  &  Pac 

705 

—3.1 

398 

380 

Peoples  Tr  Hack  N  J 

597 

7.0 

450    427   Washington  Natl  Corp 

531 

5.5 

347    311 

Allis-Chalmers 

703 

—0.5 

399 

383 

Cit  Fidelity  Bank 

597 

10.2 

451     344    Kaiser  Industries 

530- 

-15.2 

348    347 

N  Y  State  Elec  &  Gas 

700 

13.1 

400 

409 

Babcock  &  Wilcox 

593 

14.9 

452    393   Fort  Worth  Natl  Bank 

529 

—0.2 

349    329 

Fir  Nat  Bnk  Maryland 

699 

8.1 

401 

375 

Central  Bancorp 

591 

4.1 

453     407    Suburban  Trust 

527 

2.0 

350      * 

Jim  Walter 

697 

12.5 

402 

371 

Ogden 

591 

2.8 

454    487   Texas  Instruments 

527 

22.9 

351    351 

National  Lead 

695 

14.7 

403 

364 

Colt  Industries 

589 

0.1 

455    408    N  J  Bank  N  A 

526 

0.8 

352    365 

Duquesne  Light 

694 

18.1 

404 

406 

Equitable  Trust  Bait 

586 

13.2 

456    414    Kansas  City  Life  Ins 

525 

3.0 

353     363 

Kroger 

692 

17.3 

405 

382 

Union  Nat  Bank  Pitt 

586 

5.6 

457    453    SCM 

524 

11.5 

354     338 

Bank  of  Hawaii 

692 

9.7 

406 

391 

Colgate-Palmolive 

580 

9.2 

458    468    Northwestern  Fin 

523 

8.4 

355    350 

Ingersoll-Rand 

690 

12.7 

407 

■ 

Whittaker 

579 

86.7 

459    418    Foremost-McKesson 

523 

3.8 

356    366 

Va  Commnwith  Bnk  Shrs  689 

17.9 

408 

■ 

Crane 

577 

95.5 

460    440    Del  Monte 

519 

7.9 

357     335 

Marshall  &  llsley 

686 

8.0 

409 

430 

U  S  Natl  Bank  Calif 

577 

18.1 

461    471   Trans-Union  Corp 

513 

14.8 

358    341 

United  Merch  &  Mfrs 

686 

9.4 

410 

425 

Motorola 

577 

15.6 

462    433    Arizona  Public  Serv 

512 

5.1 

359     342 

Ralston  Purina 

676 

7.8 

411 

411 

Central  Tel  &  Utils 

576 

11.9 

463    419    Lone  Star  Gas 

510 

1.6 

360    334 

Kerr-McGee 

668 

4.8 

412 

401 

Texas  Gulf  Sulphur 

576 

10.0 

464    444    Fir  Va  Bankshares 

510 

6.6 

361    343 

First  Natl  Bancorp 

668 

2.6 

413 

■ 

Holiday  Inns 

575 

128.9 

465      ■     Union  Trust  New  Haven 

506 

0.5 

362    358 

Cincinnati  Gas  &  El 

666 

11.7 

414 

386 

GAF 

574 

7.2 

466    446   Johns-Manville 

502 

5.0 

363     328 

J  P  Stevens 

662 

1.8 

415 

■ 

Whirlpool 

574 

38.7 

467    494    Dayton  Power  &  Light 

500 

18.9 

364    374 

Consolidated  Foods 

662 

16.4 

416 

398 

Warner-Lambert 

572 

8.9 

468    470    First  Jersey  Natl 

499 

—5.6 

365    403 

Safeco 

661 

26.7 

417 

■ 

Gulf  Life  Holding 

571 

t 

469    405    Nat  Bank  Wash  D  C 

497 

-^.1 

366    346 

White  Consolidated 

661 

6.5 

418 

445 

Southern  Natural  Gas 

570 

19.2 

470    484    Fulton  National 

496 

14.2 

367     432 

Barnett  Banks  Fla 

658 

34.9 

419 

367 

Fifth  Third  Bank 

569 

—1.9 

471     443    Liberty  Loan 

494 

3.1 

368    332 

Diamond  Shamrock 

657 

2.4 

420 

456 

Halliburton 

568 

21.3 

472    434    Superior  Oil 

494 

1.8 

369    359 

Public  Service  Ind 

655 

10.2 

421 

447 

Engelhard  Min  &  Chem 

567 

19.1 

473    442    Union  Camp 

491 

2.4 

370    336 

Marine  Corp  Milwaukee 

654 

3.5 

422 

390 

So  Carolina  Nat  Bnk 

564 

5.9 

474    466   Carnation 

490 

7.4 

371     369 

Boston  Edison 

652 

12.9 

423 

410 

Provident  Life  &  Ace 

564 

9.2 

475      ■     Coastal  States  Gas 

490 

21.0 

372    373 

Kaiser  Steel 

643 

13.1 

424 

420 

Combustion  Engineer 

562 

12.1 

476    460   Southland  Life 

489 

5.4 

373     310 

Merc  Nat  Bnk  Dallas 

641 

—9.8 

425 

454 

Squibb  Beech-Nut 

560 

19.4 

477      ■     Utah  Power  &  Light 

489 

26.6 

374     321 

First  Boston  Corp 

640 

—4.4 

426 

441 

White  Motor 

559 

16.3 

478    478    U  S  Trust  New  York 

489 

11.1 

375    455 

Delta  Air  Lines 

634 

35.4 

427 

387 

United  States  Gypsum 

559 

4.5 

479    482   Armstrong  Cork 

488 

11.9 

376    330 

First  Natl  Bank  Birm 

630 

—2.0 

428 

377 

Campbell  Soup 

555 

—1.1 

480    463    First  Natl  Charter 

486 

2.2 

377    357 

First  Amer  Natl  Bank 

629 

4.8 

429 

450 

PepsiCo 

554 

17.4 

481    462   Am  Machine  &  Foundry 

486 

5.3 

378    429 

Monumental  Corp 

628 

27.8 

430 

481 

Dominion  Bankshares 

552 

7.2 

482      ■     Polaroid 

484 

48.1 

379     355 

Studebaker-Worthing 

625 

3.8 

431 

421 

First  Hawaiian  Bank 

551 

9.9 

483    464    Union  Trust  Maryland 

482 

4.8 

380     360 

American  Investment 

623 

4.9 

432 

424 

Air  Reduction 

550 

10.3 

484    491    Johnson  &  Johnson 

482 

13.1 

381     417 

General  Mills 

622 

23.2 

433 

431 

Merck 

550 

12.7 

485    438   First  Lincoln  Fin 

480E 

—0.2 

382      * 

Dayton-Hudson 

621 

17.5 

434 

396 

Anheuser-Busch 

550 

4.2 

486      ■     Northrop 

479 

19.7 

383    381 

Ethyl 

619 

11.6 

435 

394 

Cerro 

549 

3.8 

487      ■     USLIFE  Holding 

474 

27.3 

384     362 

Northern  Illinois  Gas 

617 

4.3 

436 

384 

Standard  Brands 

548 

1.8 

488    479   Schlumberger  Limited 

474 

8.5 

385    356 

Wheeling-Pitts  Steel 

617 

2.6 

437 

461 

Corning  Glass  Works 

548 

18.2 

489    451    National  Biscuit 

473 

0.3 

386     395 

Banco  Popular  P  R 

616 

16.6 

438 

399 

City  Natl  Bank  Det 

546 

4.1 

490    436    General  Bancshares 

472 

—2.4 

387     372 

Continental  Bank  Pa 

609 

6.9 

439 

412 

Time  Inc 

545 

6.1 

491      ■      Dillingham 

471 

39.5 

388     385 

Dresser  Industries 

609 

13.6 

440 

416 

Liggett  &  Myers 

545 

7.3 

492    469   St  Louis-San  Fran  Ry 

471 

3.6 

389    361 

Old  Kent  Bnk 

609 

2.8 

441 

370 

RIHT  Corp 

542 

—6.6 

493    488    Oklahoma  Gas  &  Elec 

470 

9.6 

390    376 

Armour 

607 

8.3 

442 

458 

Raytheon 

539 

15.7 

494      ■     Hamilton  Nat  Bank 

469 

5.3 

391     379 

Florida  Power 

607 

8.8 

443 

465 

Eli  Lilly 

538 

17.7 

495    439   Wilmington  Trust  Del 

469 

—2.5 

392     400 

Bristol-Myers 

606 

15.6    ■ 

444 

354 

Int  Minerals  &  Chem 

537- 

-11.1 

496      ■     Dep  Guar  Nat  Bnk  Mis 

467 

13.3 

393     437 

Fruehauf 

605 

25.2 

5 

445 

426 

Merch  Nat  Bank  Ind 

534 

7.3 

497    483   Am  Broadcasting  Cos 

467 

7.4 

394     392 

Texas  Gas  Trans 

605 

14.0 
59.3 

446 

472 

Genesco 

534 

19.7 

498    492   Sperry  &  Hutchinson 

467 

10.6 

395      ■ 

Spartans  Industries 

604 

447 

404 

FirOkIa  Bancorp  OkIa 

532 

2.4 

499    474   Associated  Dry  Goods 

466 

5.1 

396    388 

Dart  Industries 

600 

124    ' 

448 

402 

First  Natl  Bank  Akron 

532 

2.0 

500    485    City  Natl  Bev  Hills 

466 

4.9 

397    389 

H  J  Heinz 

599 

'-    .'    I.I 

449 

423 

R  H  Macy 

531 

6.4 

■  Not  on  500  list  in  1968.  •  Not  comparable,  t  Not  availa 

)le.  E  Estimate. 

106 


FORBES,   MAY   15,    1970 


i^=^J^, 


-^^ 


^ky:k 


■ii-^14^i 


i.r^l;s^ 


^  *^ 


-«*., 


:^^'%sh 


"   WHifr,'  othors  aro  hurrymg  and  scurrying  after 
5  o  clock,  Mmnt'sotans  arc  relaxing.  Nino  out  of 
ton  of  in  livo  less  tfian  20  minutes  from  a  lake. 
Which  moans  we  don't  have  to  wait  for  weekends. 

This  environmchf  spawns  a  better  attitude  ^^ 
toward  lousiness.  Wo  work  harder.  And  nriore 
efficiently.  (Our  labor  force  loses  only  about 
hall  as  rrjuch  work  time  as  the  national  average;) 
We  make  businesses  grow. 

And  our  legislature  acts  accordirvgly. 

With  bills  that  promote  profit  rath^t  than  hamper  it. 

If  you're  planning  a  move,  come  visit  us. 
-'"     If  you're  not,  yisit  us  anyway.  Find  out  what 
our  kind  of  rush  hour  can  do  for  you. 


m  nnesota 


10,000 

LAKES 


^ 
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Department  of  Economic  Development 

57  West  7th  Street,  Dept.  602 

St.  Paul,  Minnesota  55102 

Tell  me  about  yourself,  Minnesota. 

Please  send  information  about  your 

D  business  climate     D  vacation  climate 

D  both 

Name 

Title 

Company 

Address 

City___ 

State 


Zip- 


Here's  how  vire're  helpiii 


In  Controlling  Car  Fumes 

More  than  24  million  of  these  small 
roller  bearings  have  been  supplied  for 
automobile  smog  control  air  pumps  by 
The  Torrington  Company,  part  of  world- 
wide IngersoU-Rand.  Torrington  can 
produce  these  bearings  at  the  rate  of  a 
million  per  month. 


Of  Gasoline  Vapors 

A  new  system  prevents  escape  of  gasoline 
vapors  during  transfer  to  or  from  trucks. 
Based  on  absorption  of  displaced  vapor, 
it  recovers  saleable  product  and  meets 
strict  smog  control  laws.  This  system  is 
from  Southwest  Industries,  part  of 
worldwide  IngersoU-Rand. 


In  Paper  Mills 

IngersoU-Rand  Axi®  compressors 
used  in  pulp  and  paper  mills  to  force 
for  oxidation  into  black  liquor  recov 
tanks  before  burning.  The  oxidat 
greatly  reduces  odor  to  the  commun 
This  process  not  only  clears  the  air 
also  reduces  the  cost  of  chemicals  use 


Wrn 


This  is  only  a  small  part  of  IngersoU-Rand's  contribution  to  the  war  on 
pollution.  For  further  details  in  solving  pollution  problems  in  all  areas  of 
air -water -thermal -noise -write  for  Form  725,  IngersoU-Rand,  Dept. 
A-240,  11  Broadway,  New  York,  N.  Y.  10004. 


lustry  clean  the  air 


Scrubbing  Stack  Gases 

scrubbers  using  high-velocity  water 
ys  remove  solid  particles  from  stack 
s  in  plants.  Ingersoll-Rand  supplies 
ill  line  of  centrifugal  and  Aldrich 
iger  pumps  to  meet  precise  hydraulic 
lirements  of  any  scrubber  system  with 

reliability  and  low  over-all  cost. 


In  Sewage  Plants 

Ingersoll-Rand  compressors  supply  de- 
pendable air  for  flameless  oxidation  of 
solid  wastes  in  large  reactors  in  a  process 
replacing  conventional  incineration  meth- 
ods which  give  off  smoke  and  fumes.  The 
system  also  converts  resulting  gas  energy 
to  power. 


In  Refineries 

Ten  tons  per  minute  of  powdered  catalyst 
can  escape  to  atmosphere  in  some 
processes.  This  Ingersoll-Rand  hot  gas 
expander-compressor  system  converts  hot 
gas  energy  into  self-sustaining  power, 
thereby  reducing  catalyst  pollution  by 
about  99.973%. 


Ea 


Ingersoll-Rcmcl 


The  new  National  Lead 


The  new  National  Lead  is  tapping  the 
Great  Salt  Lake  for  magnesium.  It's 
part  of  a  70-million-dollar  project  to 
boost  the  U.S.  supply  of  this  modern 
metal  by  more  than  one-tnird. 


The  new  National  Lead  fits 
into  the  mod  mode.  As 
designers  demand  more  vinyl 
and  urethane  coated  fabrics, 
fashion  is  creating  a  major 
new  market  for  our  plastic 
stabilizers  and  titanium 
pigments.  Girl-watching  is 
big  business  these  days. 


The  new  National  Lead  is  wise  in  the 
ways  of  the  world.  International 
operations  have  expanded  to  account 
for  over  15  percent  of  our  nearly 
one-billion  dollar  annual  sales. Today, 
you'll  find  National  Lead  plants, offices 
and  mines  in  over  20  countries. 


i 
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Meeting  the  worldwide  need-;  nf  the  chemicals,  metals,  nuclear,  petroleum,  automotive  and  aerospace  industries t^ 


NATIONAL  LEAD 
1 1 1  Broadway,  New  York,  N.Y,  10006 
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The  500  Biggest  Corporations 


By 

Capital  Expenditures 


Capital  spending  shot  up  last  year  despite  inflation. 

Some  firms  could  easily  afford  it;  others  were  seriously  strained. 


SETS,  earnings,  revenues  and  mar- 
t  value— all  of  these  dimensions  of 
nerican  business  give  a  snapshot  of 
^mpany's  relative  position  at  a  fixed 
int  in  time.  But  in  business,  as  in 
er\thing   else,   what   is    true   today 
ly  not  necessarily  be  true  tomorrow. 
)w  well  will  a  company  be  able  to 
lintain  its  relative  position?  How  big 
d   important   will   it   be   five   years 
im  now?  Ten  years  from  now? 
Who   really   knows?   Nolx)dy.    But 
yardstick  does  give  a  long-range 
mpse  of  the  future.   It's  an  imper- 
t  glimpse,  to  be  sure,  and  a  par- 
one.   But  it  is  useful.  This  yard- 
ck  has  been  added  for  the  first  time 
year  as  a  formal  ranking  in   the 
iBBES  Annual  Directory  Issue.  The 
dstick  is  capital  expenditures,   the 
(ney    a    company    spends    to    build 
w  plants  and  buy  new  equipment. 
Every  factory  and   every  piece  of 
chinery  eventually  wears  out  and 
comes  worthless.  Long  before  that 
ppens,   however,   in  most  competi- 
e  industries,  aging  plant  and  equip- 
■nt  cease  to  be  ajmpetitive.  Thus, 
ry  company  must  make  capital  ex- 
nditures  just   fo  maintain   its  exist- 
productive  capacity,  to  say  noth- 
of  possible  expansion. 
Such  expenditures  are  to  some  ex- 


tent postponable.  So  they  tend  to  oc- 
cur in  cycles,  responding  largely  to  the 
cost  of  mf)ney.  The  prolonged  capital- 
spending  boom  of  the  early  and  mid- 
Sixties  was  followed  by  two  years  of 
moderate    declines,    for    example,    in 

1967  and  1968.  But  capital  spending 
can  be  postponed  only  so  long,  and 
last  year  U.S.  industry  upped  capital 
spending  from  $64.1  billion  to  $71.-3 
billion.  Once  opened,  the  capital- 
spending  spigot  cannot  easily  be 
turned  off:  The  trend  is  expected  to 
continue  throughout  1970. 

Within  the  fluctuations  of  this  long- 
range  perspective,  however,  the  pat- 
tern of  an  individual  company's  capi- 
tal spending  can  be  quite  revealing. 
Last  year,  for  example,  in  capital  ex- 
penditures. Pan  American  World  Air- 
ways ranked  just  behind  Eastman  Ko- 
dak which  was  in  37th  place.  For 
Eastman  the  $282  million  was  noth- 
ing unusual,  a  mere  1.2%  increase  over 

1968  capital  spending.  But  for  trou- 
bled Pan  Am,  $277  million  was  a 
back-breaking  burden.  As  the  rank- 
ings show,  Eastman's  cash  flow  was 
over  six  times  as  large  as  Pan  Am's 
last  year,  and  it  had  earnings  of  $401 
million  against  Pan  Am's  loss  of  $25 
million.  And  for  Pan  Am,  the  expendi- 
ture came  suddenly,  a  72.8%  increase 


over  1968  levels.  Pan  Am  had  no 
choice,  of  course.  It  had  to  expand  at 
this  sharply  accelerated  pace.  Forced 
expansion  of  this  sort  can  be  a  serious 
burden  even  for  a  company  like  AT&T 
which  was  forced  to  float  an  enormous 
and  costly  $1.6-billion  bond  offering 
last  month  that  has  almost  single- 
handedly  further  depressed  an  already 
weak  market. 

And  what  about  a  company  whose 
earnings  rise  significantly  just  when 
its  capital  expenditures  decline?  Cater- 
pillar Tractor's  earnings  rose  17.1%  in 
1969,  raising  it  from  42nd  place  in  the 
Top  5(J0  by  Earnings  to  38th  place. 
But  in  the  same  year  its  capital  ex- 
penditures jdl  40%.  In  the  case  of 
expansionist  Caterpillar  Tractor,  this 
reflected  the  fact  that  the  company 
had  astutely  built  its  new  plants  at  an 
earlier  date  and  so  was  well  able  to 
postpone  heavy  spending  in  a  year  of 
particularly  high  costs.  But  for  an- 
other company  that  had  not  been  ex- 
panding consistently  in  prior  years, 
the  same  set  of  conditions  might  well 
mean  that  it  was  mortgaging  its  fu- 
ture to  dress  up  current  earnings. 

It  is  by  such  valuable  dimensions 
that  the  yardstick  of  capital  expendi- 
tures can  add  to  a  complete  picture  of 
corporate  size  and  importance.  ■ 


k    . 

9        Company 

Capital 

Expenditures 

($000,000) 

%  Gain 
Over 
1963 

Rank 
1969 

Company 

Capital 

Expenditures 

($000,000) 

%  Gain 
Over 
1968 

Rank 
1969 

Company 

Capital 

Expenditure! 

($000,000) 

%Gain 
Over 
1968 

Am  Tel  &  Tel 
General  Motors 
Standard  Oil  (N  J) 
IBM 

5,731 
1,907 
1,691 
1,647 

20.8 

10.4 

-131 

42.4 

12 
13 

14 
15 

Chrysler 
Shell  Oil 

United  States  Steel 
General  Electric 

646 
629 

602      - 
531 

53.2 

13.4 

-13.8 

3.0 

23 
24 
25 
26 

Dow  Chemical 
Continental  Oil 
Pacific  Gas  &  Elec 
Occidental  Petroleum 

371 
353 
340 
339 

20,9 

—13.9 

17.4 

39.6 

Gulf  Oil 
Ford  Motor 
General  Tel  &  Elec 
Mobil  Oil 

1,042 
958 

906 
800 

—2.2 

8.9 

10.5 

12.1 

16 
17 
18 
19 

Int  Tel  &  Tel 
Am  Elec  Power 
Commonwealth  Edison 
Atlantic  Richfield 

513 
457 
433 
418 

41.7 

45.5 

35.2 

—1.7 

27 
28 
29 
30 

Xerox 

Southern  Company 
Union  Carbide 
Southern  Cal  Edison 

339 
338 
322 
318 

115.9 

30.6 

—7.2 

—13.4 

Texaco 

Standard  Oil  (Calif) 

Standard  Oil  (Ind) 

792 
775 
690 

-25.5 

19.1 

6.5 

20 
21 
22 

Union  Oil  California 
Bethlehem  Steel 
Du  Pont  E  1 

413 

412      - 
391 

-20.4 

-22.3 

17.7 

31 
32 
33 

Tenneco 

Phillips  Petroleum 

Consolidated  Edison 

317 
317 

305 

9.0 

9.4 

23.8 

1 
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The  500  Biggest  Corporations  By  Capital  Expenditures 


Capital 

%Gain 

Capital 

%€ain  1 

Capital 

%Gain 

Rank 

Expenditure! 

>  Over 

Rank 

Expenditures  Over 

Rank 

Expenditures  Over 

1969 

Company 

($000,000) 

1968 

1969 

Company 

($000,000)    1968 

1969 

Company 

($000,000)    1968 

34 

Sun  Oil 

302 

—6.6 

86 

Pennzoil  United 

160 

36.5 

138 

North  Am  Rockwell 

99 

—19.1 

35 

Goodyear  Tire  &  Rub 

293 

25.0 

87 

North  States  Power 

154 

36.2 

13? 

Int  Harvester 

99 

—2.8 

36 

Duke  Power 

283 

43.4 

88 

Transcont  Gas  Pipe 

153 

—8.9 

140 

Sou  New  England  Tel 

99 

22.4 

37 

Eastman  Kodak 

282 

1.2 

89 

Kennecott  Copper 

152 

1.3 

141 

Duquesne  Light 

98 

70.4 

38 

Pan  Am  World  Airways 

277 

72.8 

90 

Middle  South  Util 

151 

9.6 

142 

Burlington  Northern 

97 

t 

39 

UAL  Inc 

270 

—54.4 

91 

Potomac  Elec  Power 

150 

23.1 

143 

Carolina  Power  &  Lt 

97 

32.8 

40 

Getty  Oil 

270 

13.7 

92 

ContI  Telephone 

149 

20.4 

144 

American  Cyanamid 

96 

68.6 

41 

Phil  Electric 

264 

49.2 

93 

Florida  Power  &  Lt 

149 

—15.4 

145 

Boise  Cascade 

96 

4.8 

42 

Penn  Central 

257 

—16.1 

94 

Inland  Steel 

148 

9.9 

146 

General  Foods 

95 

13.6 

43 

Va  Electric  &  Power 

256 

43.5 

95 

Peoples  Gas 

148 

13.2 

147 

Southern  Natural  Gas 

95 

157.7 

44 

Pub  Serv  Elec  &  Gas 

253 

13.3 

96 

American  Natural  Gas 

143 

—10.7 

148 

Central  Tel  &  Utils 

95 

22.6 

45 

Southern  Pacific 

249 

70.3 

97 

Procter  &  Gamble 

143 

—12.6 

149 

Louis  &  Nashville  RR 

95 

98.3 

46 

Alcoa 

247 

39.6 

98 

Kaiser  Alum  &  Chem 

142 

—0.6 

150 

Dayton  Hudson 

93 

160.2 

47 

Georgia-Pacific 

246 

119.4 

99 

Baltimore  Gas  &  Elec 

141 

59.8 

151 

Control  Data 

93 

39.3 

48 

Amerada  Hess 

245 

57.2 

100 

J  C  Penney 

139 

9.5 

152 

Houston  Lt  &  Pow 

93 

—8.0 

49 

Cities  Service 

243 

12.5 

101 

B  F  Goodrich 

138 

38.1 

153 

GAC  Corp 

91 

350.6 

50 

General  Public  Utils 

242 

19.7 

102 

National  Steel 

137 

15.0 

154 

Texas  Gas  Trans 

90 

55.9 

51 

RCA  Corp 

238 

17.8 

103 

Uniroyal 

137 

35.6 

155 

Trans  Union  Corp 

90 

31.7 

52 

Burroughs 

223 

55.0 

104 

Houston  Natural  Gas 

137 

411.9 

156 

Boston  Edison 

90 

37.7 

53 

Detroit  Edison 

222 

29.3 

105 

Marcor 

136 

36.7 

157 

Northwest  Industries 

89 

19.6 

54 

Monsanto 

220 

65.4 

106 

Penn  Power  &  Light 

•135 

37.8 

158 

Cincinnati  Gas  &  El 

88 

18.9 

55 

Sears  Roebuck 

214 

53.8 

107 

Burlington  Inds 

134 

22.6 

159 

Kaiser  Steel 

88 

127.7 

56 

Standard  Oil  (Ohio) 

212 

105.6 

108 

Ling-Temco-Vought 

134 

53.2 

160 

Ryder  System 

87 

75.2 

57 

Delta  Air  Lines 

210 

65.3 

109 

Continental  Can 

132 

54.6 

161 

Boeing 

87 

—27.8 

58 

Marathon  Oil 

209 

25.1 

110 

Ashland  Oil 

131 

—1.9 

162 

McDonnell-Douglas 

87 

122.7 

59 

Nat  Cash  Register 

205 

31.6 

111 

Reynolds  Metals 

129 

0.9 

163 

Texas  Instruments 

86 

77.7 

60 

Consumers  Power 

205 

—1.6 

112 

Anaconda 

127 

—17.5 

164 

So  Carolina  El  &  Gas 

86 

90.6 

61 

Texas  Eastern  Trans 

198 

32.9 

113 

Niagara  Mohawk  Power 

126 

11.5 

165 

Singer 

85 

5.5 

62 

R  J  Reynolds  Tobacco 

198 

195.0 

114 

Southern  Railway  Sys 

125 

58.4 

166 

Seaboard  World  Air 

85 

174.1 

63 

International  Paper 

198 

36.2 

115 

Gulf  States  Utils 

123 

—4.8 

167 

Owens-Illinois 

84 

—15.7 

64 

Trans  World  Airlines 

197 

234.5 

116 

C&O/B&ORR's 

123 

—0.9 

168 

Coastal  States  Gas 

84 

64.8 

65 

Honeywell 

197 

42.1 

117 

Armco  Steel 

123 

—0.3 

169 

Ralston  Purina 

83 

35.9 

66 

Columbia  Gas  System 

196 

12.6 

118 

W  R  Grace 

121 

—3.1 

170 
171 

Crown  Zellerbach 

83 

32.6 

67 

American  Airlines 

196 

6.3 

119 

Central  &  South  West 

121 

22.1 

N  Y  State  Elec  &  Gas 

83 

—14.6 

68 

United  Utilities 

189 

45.4 

120 

Allied  Chemical 

119 

116.1 

172 

Long  Island  Lighting 

82 

9.2 

69 

Weyerhaeuser 

187 

66.9 

121 

Lockheed  Aircraft 

119 

27.6 

173 

New  England  Electric 

82 

—3.3 

70 

Santa  Fe  Industries 

181 

47.8 

122 

Illinois  Power 

118 

49.0 

174 

Lykes-Youngstown 

81 

3.6 

71 

Union  Pacific 

178 

62.0 

123 

Western  Union 

117 

—1.7 

175 

F  W  Woolworth 

81 

24.3 

72 

Sperry  Rand 

178 

38.4 

124 

U  S  Plywood-Champion 

116 

8.5 

176 

Kerr-McGee 

81 

1.6 

73 

El  Paso  Natural  Gas 

177 

47.6 

125 

American  Can 

115 

—30.1 

177 

Panhandle  East  Pipe 

81 

—49.2 

74 

Northeast  Utilities 

177 

35.7 

126 

PPG  Industries 

113 

—0.3 

178 

FMC 

79 

14.0 

75 

Celanese 

176 

38.4 

127 

Phelps  Dodge 

111 

7.9 

179 

Ohio  Edisan 

78 

—3.2 

76 

Northwest  Orient  Air 

174 

—3.1 

128 

Minn  Mining  &  Mfg 

110 

13.4 

180 

Kroger 

77 

36.4 

77 

Westinghouse  Elec 

174 

—15.9 

129 
130 

Safeway  Stores 
Caterpillar  Tractor 

110 
110 

24.6 
—40.1 

181 

Martin  Marietta 

77 

43.6 

78 

Union  Electric 

171 

23.6 

182 

Public  Service  Ind 

77 

21.4 

79 

Norfolk  &  Western  Ry 

170 

81.6 

1131 

Coca-Cola 

110 

3.8 

183 

Gen  American  Trans 

77 

25.1 

80 

Texas  Utilities 

170 

22.8 

132 

Wisconsin  Elec  Power 

109 

—22.5 

184 

Clin  Corp 

77 

—3.3 

81 

Litton  Industries 

169 

76.4 

133 

III  Central  Inds 

108 

33.6 

185 

Scott  Paper 

76 

—2.4 

82 

Republic  Steel 

169 

—8.2 

134 

Con  Natural  Gas 

103 

—13.5 

186 

Leaseway  Transport 

74 

,11.5 

83 

Allegheny  Power 

167 

2.0 

135 

Federated  Dpt  Stores 

103 

80.2 

'187 

Westvaco 

74 

70.4 

84 

Firestone  Tire 

166 

—16.7 

136 

Cleveland  Elec  Ilium 

100 

—9.5 

188 

TRW 

73 

24.2 

85 

Northern  Natural  Gas 

161 

19.4 

137 

Signal  Companies 

100 

14.8 

189 

Gulf  &  Western  Inds 

73 

18.2 

t  Not 

available 
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Ybu  learn  a  lot  about 
a  Falcon  from  a  Horse! 


Aeronautical  engineers  agree  that  the  Fan  Jet  FALCON'S 
flight  control  and  hydraulic  systems  are  the  most  reliable 
ever  installed  in  a  business  jet.  We  proved  it,  even  before  the 
FALCON  was  certificated,  with  a  unique  test  bench  nick- 
named the  "Iron  Horse." 

Conventional  test  procedures  examine  aircraft  systems 
piecemeal.  This  didn't  satisfy  Pan  Am's  engineers.  They 
wanted  a  more  exhaustive  way  to  test  the  FALCON'S  ultra- 
sophisticated  systems.  They  wanted  the  full  scale  replica  of 
the  FALCON'S  skeleton  shown  in  the  photo  above. 

This  "Iron  Horse"  contains  all  the  FALCON'S  fluid  lines 
and  components  located  exactly  where  they  are  in  the 
actual  aircraft.  Never  before  had  such  a  simulator  been 
built  for  a  business  plane. 

Controlled  by  a  computer,  the  systems  in  the  "Iron 
Horse"  faithfully  duplicated  in-flight  performance  day  after 
day  for  nearly  two  years.  Response,  reliability,  endurance 
and  maintainability  were  ail  tested  far  beyond  the  demands 
the  systems  could  reasonably  be  expected  to  meet  in  actual 
use.  The  verdict:  FALCON  flight  controls  and  hydraulics 
provide  wide,  wide  margins  of  strength  and  dependability. 

While  more  and  more  proof  of  systems  reliability  ac- 
cumulated on  the  test  bench,  more  and  more  companies 
took  off  in  their  FALCONS  and  validated  in  the  air  what  had 
been  indicated  on  the  ground. 

When  the  "Iron  Horse"  logged  10,000-"flight  hours," 
ground  testing  was  deemed  redundant  and  the  "Horse" 
was  put  out  to  pasture. 

But  even  today  the  early  tests  continue  to  be  upheld  as 
operational  hours  continue  to  mount.  FALCON  owners  con- 
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tinue  to  get  the  benefits  of  strong,  positive  performance 
that  means  longer  intervals  between  overhauls  and,  con- 
sequently, more  time  to  fly  in  pursuit  of  opportunities  and 
profits. 

Plain  horse  sense  will  tell  you  that  the  Fan  Jet  FALCON® 
is  built  to  last  and  help  you  get  where  you're  going  first! 

Design  reliability  and  structural  integrity  are  just  part  of  the 
reason  why  the  FALCON  is  the  first  choice  of  the  airborne 
business  community.  Our  new  30-page  FALCON  booklet  tells 
much  more  about  it.  For  a  copy,  with  ^_ 

our  compliments,  just  write  on  your       EJ\N   ^SSSS^ 


letterhead  to:  Business  Jets  Division  a^^  ■bbs=hh 

of  Pan  Am,  Pan  Am  Bidg.,  N.Y.,  N.Y.        UET  I ¥i1^'rOri t 

'^^'^-  FALCON^^ 

THE  BUSINESS  JET  THAT'S  BACKED  BY  AN  AIRLINE 


Pan  Am's  747  and  the  Fan  Jet  FALCON®  are  sisters  under  the  skin . . . 

Both  are  designed  and  built  to  meet  the  rigid  specifica- 
tions of  the  government's  FAR-25  standards  laid  down 
for  airliner  construction. 
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Our  fibers  now  please  ever: 


There  was  a  time  when  this  sad-eyed  fellow 
was  confined  to  the  kitchen.  But  now  there's 
luxurious  floor  covering  that  stands  up  to 
his  wear  and  tear  anywhere  in  the  house. 
And  it  won't  break  the  family  budget.  It's 
carpeting  made  with  new  Avlin®  polyester 
fiber  from  FMC  Corporation. 

Avlin  represents  a  new  generation  of 
man-made  fibers  \  it's  the  first  bulk  con- 
tinuous filament  polyester  ever  developed. 


Leading  mills  are  weaving  it  into  rich, 
soil-resistant  rugs  and  carpets  that  figh 
wear  for  an  exceptionally  long  time. 

Our  American  Viscose  Division  creatt 
this  new  fiber  with  the  same  imaginative 
research  that  produced  a  long  line  of 
celebrated  Avisco®  rayon  and  acetate 
fibers.  You'll  find  this  brand  of  FMC  fib 
ingenuity  in  everything  from  cord  for 
stronger  tires  to  fabrics  for  carefree 


I 


PRINCIPALPRODUCTS:  AVISCO  fibers;  packaging  films;  industrial  strappings  o  BOLENS  compact  tractors  a  CHICAGO  waste  treatment  systems  D  CHIKSAN  OC-T 
oil  industry  equipment  o  FMC  food  processing  equipment;  packaging  &  converting  mactiinery;  systems  engineering  a  FMC  industrial  chemicals  a  FMC  defense  i 


t 
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lember  of  the  family. 

•manent-press  clothing, 
'hat's  really  what  our  fibers  are  all  about— 
ping  Americans  enjoy  more  comfort 
I  convenience  in  their  daily  living.  And 
another  example  of  how  FMC  puts  ideas 
^ork  that  benefit  people  everywhere, 
^'or  more  information  about  our 
ersified  company,  write 
[C  Corporation,  Executive  Offices,  W^JIC 

1  Jose,  California  95106.  putting  ideas  to  work  in  Machinery  Chemicals  Defense  Fibers  &  Films 

■  ^OERSON  railcars&  marine  vessels  a  JOHN  BEAN  agricultural,  automotive,  airline,  i  fire  fighting  equipment  a  LINK- BELT  power  transmission,  materials 
:  ig;i  construction  equipment  a  NIAGARA  agricultural  ctiemicals  &  seeds  a  PEERLESS  &  COFFIN  pumps  a  SYNTRON  4  STEARNS  electromagnetic  equipment. 
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The  500  Biggest  Corporations  By  Capital  Expenditures 


Capital 

%Gain 

Capital 

%Gaiji 

Capital 

%Gainl 

Rank 

Expenditures  Over 

Rank 

Expenditures  Over 

Rank 

Expenditures  Over 

1969        Company 

($000,000)    1968 

1969 

Company 

($000,000) 

1968 

1969        Company 

($000,000)    1968 

190    Fruehauf 

73 

62.3 

242 

Oklahoma  Gas  &  Elec 

51 

9.7 

294    Consol  Freightways 

41 

36.0 

191     Anheuser-Busch 

71 

—7.2 

243 

St  Regis  Paper 

51 

—26.2 

295    Johnson  &  Johnson 

41 

37.0 

192    Pacific  Power  &  Lt 

71 

58.3 

244 

Iowa-Ill  Gas  &  Elec 

51 

13.4 

296    f^abst  Brewing 

40 

108.4 

193    PepsiCo 

70 

73.7 

245 

Babcock  &  Wilcox 

51 

35.1 

297    Avon  Products 

40 

68.3 

194    Dayton  Power  &  Light 

70 

11.3 

246 

Columbus  &  S  Ohio  El 

50 

14.5 

298    Puget  Sound  Pow  &  Lt 

40 

4.7 

195    Pacific  Lighting 

70 

24.5 

247 

Northern  Illinois  Ga 

50 

9.6 

299    Pullman 

40 

44.5 

196    No  Ind  Public  Serv 

70 

10.8 

248 

General  Dynamics 

50 

—16.8 

300    Swift 

40 

—21.1 

197    Halliburton 

69 

33.9 

249 

Rapid-American 

50 

127.3 

301    Charles  Pfizer 

40 

24.2 

198    Kimberly-Clark 

68 

—21.7 

250 

Libbey-Owens-Ford 

49 

130.0 

302     Koppers 

40 

26.0 

199    Florida  Power 

68 

—2.1 

251 

Squibb  Beech-Nut 

49 

81.6 

303     National  Lead 

40 

—11.6 

200    American-Standard 

67 

43.8 

252 

S  S  Kresge 

49 

32.0 

304    Seaboard  Coast  Line 

40 

130.6 

201    Revere  Copper  &  Brass 

66 

254.8 

253 

Textron 

49 

3.3 

305    SCM 

40 

42.1 

202    Union  Camp 

65 

92.2 

254 

Raytheon 

48 

45.2 

306    Arizona  Public  Serv 

40 

—29.9 

203     Pac  Southwest  Air 

65 

46.6 

255 

Ingersoll-Rand 

48 

9.5 

307     Dillingham 

39 

40.1 

204    United  Aircraft 

65 

—32.4 

256 

Avco 

47 

72.1 

308    Computer  Sciences 

39 

533.6 

205    Superior  Oil 

65 

—28.4 

257 

Texas  Gulf  Sulphur 

47 

51.6 

309     Deere 

39 

—47.9 

206    Armstrong  Cork 

65 

44.7 

257 

American  Motors 

47 

147.3 

310    Mid-Continent  Tel 

39 

46.4 

207    Hercules 

64 

-41.8 

259 

Western  Air  Lines 

47 

—63.6 

311    Colorado  Interstate 

39 

27.4 

208    Commonwealth  Oil  Ref 

63 

114.2 

260 

Continental  Airlines 

47 

—59.1 

312    United  States  Gypsum 

39 

56.8 

209    Am  Metal  Climax 

63 

—37.8 

261 

Greyhound 

47 

—3.8 

313    Wisconsin  Power  &  Lt 

39 

7.8 

210    University  Computing 

62 

77.5 

262 

Piedmont  Aviation 

46 

4.0 

314    Crane 

38 

155.2 

211     Owens-Corning  Fiberg 

62 

75.3 

263 

Rochester  Gas  &  Elec 

46 

—23.1 

315    J  Ray  McDermott 

38 

—2.3 

212    Great  Atl  &  Pac  Tea 

61 

—3.1 

264 

Jewel  Companies 

45 

25.5 

316     Beatrice  Foods 

38 

40.7 

213    US  Industries 

61 

172.7 

265 

Uris  Buildings 

45 

58.1 

316     King  Resources 

38 

153.3 

214    Dart  Industries 

61 

51.4 

266 

Cine  Bell  Tel 

44 

44.1 

316    Ogden 

38 

—2.6 

215    Missouri  Pacific  R  R 

61 

1.7 

267 

Kentucky  Utilities 

44 

89.9 

319    Dayco 

38 

527.2 

216    Seatrain  Lines 

60 

95.0 

268 

Merck 

44 

41.6 

320    Gillette 

37 

16.2 

217    Eaton  Yale  &  Towne 

60 

81.6 

269 

Joseph  Schlitz 

44 

28.3 

321     Grumman  Aircraft 

37 

—5.9 

218    Mead 

60 

—2.3 

270 

Whirlpool 

44 

26.5 

322    Johns-Manville 

37 

46.8 

219    Allied  Stores 

60 

28.4 

271 

Campbell  Soup 

44 

81.7 

323    Wisconsin  Public  Serv 

37 

4.2 

220    Louisiana  Land 

59 

26.2 

272 

Polaroid 

44 

67.6 

324    Consolidated  Foods 

37 

10.5 

221     Newmont  Mining 

59 

—1.9 

273 

Corning  Glass  Works 

44 

31.3 

325    CBS 

36 

52.7 

222    AMK 

59 

175.2 

274 

Cerro 

43 

32.3 

326    McDonald's  Corp 

36 

150.5 

223     Public  Service  Colo 

58 

4.3 

275 

Motorola 

43 

35.2 

327     Kansas  City  Pow  &  Lt 

36 

—44.4 

224     Marriott 

57 

36.1 

276 

Southland  Corp 

43 

32.6 

328    Zapata  Norness 

36 

—70.4 

225    Delmarva  Power  &  Lt 

57 

16.0 

277 

Nat  Dist  &  Chem 

43 

40.3 

329    American  Petrofina 

36 

—15.0 

226    Eli  Lilly 

57 

77.2 

278 

CPC  International 

43 

—6.9 

330    J  P  Stevens 

36 

47.3 

227    KraHco 

57 

23.3 

279 

First  Chicago  Corp 

43 

—19.9 

331     Fluor 

36 

92.3 

228    Air  Reduction 

55 

58.4 

280 

Air  Prods  &  Chems 

43 

17.2 

332    Atlantic  City  Elec 

35 

31.4 

229    Gen  Tire  &  Rubber 

55 

9.8 

281 

Teledyne 

42 

13.5 

333    Crown  Central  Petrol 

35 

266.7 

230    Tampa  Electric 

55 

71.0 

282 

Bendix 

42 

—3.2 

334     Evans  Products 

35 

37.1 

231     Rohm  &  Haas 

54 

39.8 

283 

ACF  Industries 

42 

18.1 

335    Carrier 

35 

44.6 

232     Borden 

54 

10.7 

284 

Diamond  Shamrock 

42 

—24.2 

336    Whittaker 

34 

24.0 

233    Comsat 

54 

26.5 

285 

Bunker-Ramo 

42 

71.5 

337     No  Central  Airlines 

34 

5.6 

234    Schlumberger  Limited 

54 

50.6 

286 

Sec  Pac  Nat  Bank  Cal 

42 

60.5 

338    Carnation 

34 

19.5 

235    San  Diego  Gas  &  Elec 

54 

27.7 

287 

Dresser  Industries 

42 

33.5 

339    Saturn  Airways 

34 

18.6 

236     Ethyl 

53 

—17.0 

288 

Murphy  Oil 

41 

31.5 

340    Beico  Petroleum 

34 

—22.4 

237    Stauffer  Chemical 

53 

149.9 

289 

Arkansas  Louisiana  G 

41 

18.6 

341     Norton  Simon 

34 

* 

238    National  Airlines 

53 

—56.1 

290 

American  Brands 

41 

31.2 

342    Ex-Cell-0 

33 

65.6 

239    Kidde  (Walter) 

53 

—14.8 

291 

Collins  Radio 

41 

17.5 

343    Central  Maine  Power 

33 

64.4 

240     May  Dept  Stores 

52 

23.0 

292 

Pillsbury 

41 

91.5 

344    Lone  Star  Gas 

33 

—2.7 

241     Borg-Warner 

51 

13.4 

293 

R  H  Macy 

41 

8.7 

345     Indianapolis  Pwr  &  Lt 

33 

—28.6 

•  Not  compafable. 
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Every  rent  a  car  company  will 

rent  you  a  car.  And  that's  where 

the  comparison  ends. 


There  are  about  15,000  places  in  this 
country  where  you  can  rent  a  car. 
They  go  from  local  guys  with 
a  handful  of  cars  to      - 
national  companies  \^ 
with  thousands. 
Some  merely  hand  you 
the  keys  to  a  car. 
Some,  in  comparison 


We  can  rent  you  a  car  at  over  a 
hundred  airports  you've  never  even  heard  of. 


to  the  ones  who  do 

nothing,  do  a  lot. 

But  nobody  else  does  everything  Hertz  does. 

First,  we  make  it  easier  to  rent  a  car. 

We  can  have  a  car 
waiting  for  you  in  any  of 
over  100  countries, 


Hertz 


We  even  can  tell  you  about  places  • 
that  take  children  and  dogs. 


in  practically 
every  major 
airport,  and 
in  many  that 
aren't  so 
major. 
If  you 
want  to  rent 
a  car  in  one 
city  and 

drop  it  off  in  any  of  over  1500  others,  we'll 
arrange  it  for  a  small  drop-oft'  charge.  ^ 

(In  50  U.S.  cities  and  many  overseas,  there's 
no  drop-off  charge.  Ask  us  for  details.) 

In  a  number  of  cities,  we  have 
the  only  office  where  you  can  rent  a  car  oi 
•  return  it  at  any  hour  of  the  day 
or  night. 

If  you  want  to  drive 
something  other  than  a 
regular  Ford  Galaxie, 
ask  for  it  when  you  make 
your  reservation.  You  can 


rent  new  Ford  Torinos,  Mustangs,  Lincoln 
Continentals,  Mercury  Cougars,  and  about 
28  other  kinds  of  cars,  including  convertibles, 
station  wagons,  sports  cars,  and  even  trucks. 
Most  of  these  things  help  you  when  you 
rent  or  return  the  car.  But  we've  learned 
that  people  can  use  a  lot  of  help  in  between. 
You  can  know  where  you  want  to  go  but 
f-  not  how  to  get  there.  So  we  give  you 
^s--  state,  city,  and  even  airport  maps 
on  which  we'll  trace  the  ^'^ 

best  route.         We  know  places  where  -=^3^^^ 
If  you  don't     y°"  ^^"  ^Max^  off  an  attack        '^ 
,  ,  of  the  midnight  hungries. 

have  a  place 
to  stay  or  if  you  want 
a  good  meal  at  an  odd 
hour,  we  can  suggest 
a  few  places. 

We  even  wrote  a 
book  for  each  of  many 
U.S.  cities  that'll  tell 
you  everything  you 
need  to  know  about  them. 

If  you're  on  vacation,  we  have  special 
rates  for  the  United  States,  Canada,  Hawaii, 
Europe,  and  practically  anyplace  else. 
If  you're  not,  we  have  commuter  rates, 
airport  rates,  etc.,  etc. 

Lastly,  we  rent  you  a  Ford  that's 
probably  better  maintained  than  the 
car  you  left  at  home,  a  car  that's 
checked  out,  washed, 

and  serviced  every  time 
it's  rented. 

As  you  can  tell,  we're 
not  just  a  place  to  rent  a  car. 
We  consider  it  our  business 
to  help  people  travel  as  pain- 

We'll  rent  you  a  Ford  your  wife  lessly  aS  pOSSible. 

might  never  dream  of  letting  you  own. 


Hertz 

You  don't  just  rent  a  car.  You  rent  a  company. 
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The  500  Biggest  Corporations  By  Capital  Expend/turesl 


\ 

Capital 

%Gain 

Capital 

%  Gain 

Capital 

%Gain  1 

Rank 

Expenditures  Over 

Rank 

Expenditures  Over 

Rank 

Expenditures  Over 

1969 

Company 

($000,000)    1968 

1969 

Company 

($000,000)    1968 

1969 

Company 

($000,000)    1968 

346 

Am  Home  Products 

33 

26.9 

398 

Keystone  Con  Inds 

27 

167.8 

450 

Pitney-Bowes 

22 

2.1 

347 

Bristol-Myers 

33 

7.1 

399 

Public  Service  N  H 

27 

13.6 

451 

■  Pennwalt 

22 

11.3 

348 

Armour 

33 

3.7 

400 

Genesco 

27 

72.4 

452 

GAF 

22 

-49.4 

349 

Crown  Cork  &  Seal 

33 

75.8 

401 

Servomation 

27 

21.6 

453 

Kellogg 

22 

21.9 

350 

Supermarkets  General 

33 

72.7 

402 

St  Louis-San  Fran  Ry 

27 

—7.6 

454 

Missouri  Public  Serv 

22 

—36.2 

351 

Alexander  &  Baldwin 

33 

—24.0 

403 

Food  Fair  Stores 

27 

50.0 

455 

Curtiss-Wright 

22 

—34.8 

352 

North  American  Car 

32 

1.2 

404 

Anchor  Hocking  Glass 

27 

66.7 

456 

Kentucky  Fried  Chick 

22 

t 

353 

Wells  Fargo 

32 

6.9 

405 

Clinton  Oil 

27 

349.0 

457 

Brooklyn  Union  Gas 

22 

11.2 

354 

Allegheny  Ludlum 

32 

—11.6 

406 

USM 

26 

—12.0 

458 

Cen  Hudson  Gas  &  Ele 

22 

33.6 

355 

National  Biscuit 

32 

—16.5 

407 

Spartans  Industries 

26 

166.6 

459 

Zenith  Radio 

22 

60.6 

356 

Gimbel  Brothers 

32 

25.8 

408 

Portland  Gen  Elec 

26 

22.9 

460 

Ward  Foods 

21 

136.9 

357 

Jim  Walter 

31 

46.0 

409 

Rollins  IntI 

26 

32.0 

461 

Am  Broadcasting  Cos 

21 

31.1 

358 

Cen  III  Pub  Service 

31 

22.4 

410 

Louisville  G  &  E 

26 

—35.4 

462 

General  Instrument 

21 

9.4 

359 

Florida  Gas 

31 

—49.4 

411 

Flying  Tiger 

25 

—72.1 

463 

Glen  Alden 

21 

9.5 

360 

H  J  Heinz 

31 

7.9 

412 

Standard  Brands 

25 

1.5 

464 

Southwest  Forest  Ind 

21 

163.7 

361 

Associated  Dry  Goods 

31 

46.7 

413 

Vulcan  Materials 

25 

—14.3 

465 

Zayre 

21 

144.6 

362 

Del  Monte 

31 

39.7 

414 

Rochester  Telephone 

25 

—9.3 

466 

Willamette  Inds 

21 

550 

363 

Lone  Star  Cement 

31 

—12.5 

415 

Mohawk  Data  Sciences 

25 

62.8 

467 

Kelsey-Hayes 

21 

70.5 

364 

Sherwin-Williams 

31 

—1.9 

416 

Am  Smelting  &  Ref 

25 

—32.7 

468 

LFC  Financial 

21 

t 

365 

Orange  &  Rock  Utils 

31 

6.9 

417 

Am  Hospital  Supply 

25 

53.2 

469 

Empire  District  Elec 

21 

116.1 

366 

General  Mills 

30 

46.7 

418 

National  City  Lines 

25 

202.2 

470 

Nevada  Power  &  Light 

21 

58.7 

367 

Disney  (Wait)  Prod 

30 

68.7 

419 

Purex 

25 

260.2 

471 

Mayer  (Oscar) 

21 

53.7 

368 

Utah  Power  &  Light 

30 

—5.2 

420 

Con  Leasing  of  Amer 

25 

88.8 

472 

Montana  Power 

21 

—23.7 

369 

Essex  International 

30 

85.4 

421 

Timken  Roll  Bearing 

24 

—15.3 

473 

Flintkote 

21 

7.7    1 

370 

Lucky  Stores 

30 

20.6 

422 

Wheeling-Pitts  Steel 

24 

86.4 

474 

Parke-Davis 

21 

98.9 

371 

Time  Inc 

30 

—0.7 

423 

Automation  Inds 

24 

10.5 

475 

Magnavox 

21 

110.9 

372 

Washington  Gas  Light 

30 

49.8 

424 

Warner-Lambert 

24 

8.8 

476 

Reliance  Electric 

21 

160.4 

373 

Diamond  Int 

30 

31.4 

425 

Dana 

24 

13.6 

477 

Amer  District  Tel 

21 

—19.0 

374 

Cen  Louisiana  Elec 

30 

108.3 

426 

Colt  Industries 

24 

—13.8 

478 

Ampex 

20 

39.5 

375 

Baxter  Laboratories 

30 

57.9 

427 

Overseas  Natl  Air 

24 

—33.6 

479 

Signode 

20 

77.0 

376 

Pittston 

30 

51.5 

428 

Bemis 

24 

32.3 

480 

Kansas  Gas  &  Elec 

20 

97.3 

377 

White  Motor 

30 

18.2 

429 

Northrop 

24 

74.8 

481 

Roadway  Express 

20 

29.2 

378 

Rouse  Co 

30 

27.0 

430 

Emerson  Electric 

24 

23.1 

482 

Am  Machine  &  Foundry 

20 

16.0 

379 

Allegheny  Airlines 

29 

27.3 

431 

Brunswick 

24 

40.6 

483 

XTRA  Inc 

20 

33.9 

380 

Allis-Chalmers 

29 

—5.5 

432 

Philip  Morris 

24 

—10.4 

484 

New  Eng  Mer  Nat  Bank 

20 

—8.4 

381 

Morton-Norwich 

29 

70.3 

433 

ARA  Services 

24 

—15.8 

485 

Upjohn 

20 

20.8 

382 

Safeco 

29 

174.2 

434 

Combustion  Engineer 

24 

—35.5 

486 

Natl  Fuel  Gas 

20 

—12.2 

383 

Hammermill  Paper 

29 

254.7 

435 

Fairchild  Camera 

24 

375.6 

487 

Castle  &  Cooke 

20 

• 

384 

East  Gas  &  Fuel 

29 

—47.5 

436 

Times-Mirror 

23 

8.2 

488 

National  Gypsum 

20 

54.6 

385 

Hilton  Hotels 

28 

89.4 

437 

Otis  Elevator 

23 

188.6 

489 

Gamble-Skogmo 

20 

54.9 

386 

Donnelley  R  R  &  Sons 

28 

22.7 

438 

American  Enka 

23 

48.2 

490 

Miss  River  Corp 

20 

—51.6 

387 

Colgate-Palmolive 

28 

13.9 

439 

Iowa  Public  Service 

23 

60.2 

491 

Clark  Oil  &  Refining 

20 

41.4 

388 

Quaker  Oats 

28 

18.4 

440 

Kansas  Power  &  Light 

23 

68.9 

492 

Cook  United 

20 

27.7, 

389 

Budd 

28 

75.7 

441 

Howard  Johnson 

23 

67.3 

493 

Metromedia 

20 

24.9  J 

1 

390 

Hawaiian  Elec 

28 

31.9 

442 

Scovill  Mfg 

23 

50.2 

494 

Leasee  Data  Process 

20 

300.3 

391 

Chemetron  Corp 

28 

52.2 

443 

Investors  Div  Serv 

23 

—68.0 

495 

Int  Mineral  &Chem 

19 

—17.6 

392 

Hewlett-Packard 

27 

73.0 

444 

First  Nat  Bnk  Boston 

23 

314.8 

496 

Ramada  Inns 

19 

—17.9 

393 

Eastern  Air  Lines 

27 

14.2 

445 

Central  Illinois  Lt 

23 

—13.1 

497 

New  England  Gas  &  El 

19 

—26.5 

394 

Yellow  Freight  System 

27 

666 

446 

Clark  Equipment 

22 

40.3 

498 

North  Amer  Philips 

19E 

.     t         I 

395 

Potlatch  Forests 

27 

0.0 

447 

Abbott  Laboratories 

22 

—43.1 

499 

Kaiser  Industries 

19 

10.8 

396 

Iowa  Power  &  Light 

27 

26.1 

448 

Mapco 

22 

—2.1 

500 

Sanders  Associates 

19 

17.7 

397 

StudebakerWorthingt 

27 

—10,1 

449 

Acme  Markets 

22 

7.0 

*  Not  comparable,  t  Not  available.  E  Estimate. 
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Factory-built  structures  for  almost  every  need 


Printing  papers  that  improve  the  business  picture 


Tissue  and  tissue  products  for  our  own  and  other  brands 


Plasticoated  Pure-Pak*  cartons  for  foods  of  every  kind 


the  forests  where  innovations  grow 


Potlatch 

P.O.  Box  3591  •  San  Francisco.  Calif.  94119 


We  find  the  bumps 
so  your  freight 

won't 


With  our  rolling  research  center. 

These  Southern  engineers  are  "reading"  oun 
track.  They're  aboard  "R-1,"  our  unique  research 
car  with  sophisticated  equipment  that  traces 
every  bump,  twist  or  dip.  Then  quickly,  a  track 
crew  makes  any  needed  improvements. 

Which,  in  turn,  improves  our  service  to  you. 
Better  track  means  a  smoother  ride  and  allows 
bigger  cars.  And  bigger  carloads  can  help  you 
hold  down  costs. 

Recording  the  track:  to  improve  our  track| 
record  in  helping  you  squeeze  waste 
out  of  distribution.  Southern  Railway 
System,  Washington,  D.C. 


LOOK  AME*0  tOOK  SOUTM 


m  r. 


•  m 


•  •    •    • 


niHHIIIS 


S  A  GREEN  LIGHT  TO  INNOVATIONS  THA  T  SQUEEZE  THE  WASTE  OUT  OF  DISTRIBUTION 


"'"Mh 


Mtm^' 


y 


5^=S^5^H^ESc 


m% 


Coupe  deVille.  Cadillac  Motor  Cai  t 


Dont  let  another  year  go  by.  You  are  a  businessman.  And  let's  suppose  that  youve  wani 
Cadillac  for  years.  Youve  admired  its  continuity  of  style  that  so  readily  identifies  a  Cadillac.  You've  long  respected  it  for  its  n 
available  comforts,  conveniences  and  engineering  advancements.  And  as  a  man  to  whom  value  is  an  important  factor,  yoube 
impressed  with  what  you've  heard  about  Cadillac's  remarkably  solid  reputation  at  resale  time.  Wouldrit  it  make  good  sense  i 
your  authorized  Cadillac  dealer  today  and  discover  what  makes  Cadillac  the  most  successful  of  the  world's  luxury  automoi 


Do  it  hxiay. . .  not  "someday". 


STANDARD    OF   TMC    WORI.O 


The  500  Biggest  Corporations 


By 
Profits 


Of  all  the  dimensions  of  American  business, 
this  was  the  most  volatile  last  year. 


TiiE  ULTIMATE  TEST  of  coipoiate  im- 
portance, of  course,  is  what  gets  down 
to  the  bottom  line  into  net  income.  As 
in  every  other  dimension  of  American 
)iisiness  last  year,  the  stakes  rose 
again  for  those  companies  that  hoped 
to  stay  in  the  Top  500  by  profits.  For 
the  500th  company,  it  took  more  than 
a  14%  increase,  or  an  additional  $2 
million,  to  remain  on  the  list  of  top 
profitmakers. 

Significantly,  this  yardstick  was  also 
by  far  the  most  volatile  last  year. 
Nearly  10%  of  the  companies  that 
ranked  on  it  for  1968  fell  off  in  1969- 
46  companies  in  all.  Among  the  drop- 
ofls  were  many  old  familiar  names, 
such  as  White  Motor,  Sundstrand, 
Hershey  Foods,  West  Point-Pepperell, 
Cerber  Products,  Bnmswick,  Boeing, 
Lykes-Youngstown,  Cincinnati  Mill- 
ing Machine,  Wheeling-Pittsburgh 
Steel,  Easfm  Gas  &  Fuel,  GAF  and 
Cannon  Mills. 

And  the  46  newcomers?  On  the 
ather  four  rankings,  most  of  the  new- 
comers were  companies,  which 
ichieved  their  dramatically  increased 
size  largely  through  mergers  and  ac- 
quisitions.    But     not     on     this     list; 


here  only  a  few  new  conglomerates 
showed  up.  Most  of  the  newcomers 
achieved  their  earnings  gains  last  year 
on  their  own.  These  newcomers  were 
also  old  familiar  names:  Pullman, 
Tecumseh  Products,  Fluor,  Pacific 
Car  &  Foundr\',  Allis-Chalmers,  Cum- 
mins Engine,  Armour,  Reliance  Elec- 
tric, Becton  Dickinson,  Copper  Range 
and  Seatrain  Lines. 

Xerox  continued  to  confound  those 
who  claim  that  giant  corporations 
can't  maintain  the  growth  rate  of 
their  earlier  days.  With  an  earnings 
increase  of  .38.8'/  in  1969,  following  a 
19%  earnings  gain  the  year  before, 
Xerox  leaped  17  places  in  rank  from 
45th  position  to  28th  position.  That 
was  second  only  to  Kennecott  Copper 
in  the  Top  30  and  Kennecott,  reaping 
bonanza  profits  from  soaring  copper 
prices,  was  recovering  from  a  year  of 
zero  growth  in  1968. 

Among  the  Top  10  companies  in 
earnings.  International  Business  Ma- 
chines continued  to  narrow  the  gap 
between  it  and  third-ranking  Stand- 
ard Oil  of  New  Jersey;  Jersey  Stand- 
ard had  an  18%  decline  in  earnings  as 
against  IBM's  7%  increase.  And  top- 


ranked  AT&T,  with  a  7.1%  gain  in 
earnings,  widened  its  lead  over  Gen- 
eral Motors,  which  had  a  slight  decline. 

It  was  a  bad  year  for  industries 
with  fundamental  problems  that 
couldn't  be  cured  overnight.  There 
isn't  a  single  railroad  in  the  list  of  the 
Top  50  companies  by  profits  last  year, 
and  most  of  the  railroads  continued  to 
decline  in  rank.  Southern  Pacific, 
which  ranked  55th  for  1968,  slipped 
four  places  and  Union  Pacific,  61st, 
dropped  four  places,  despite  modest 
earnings  gains  for  both  companies. 
The  Penn  Central,  64th  in  profits  rank- 
ing for  1968,  dropped  of!  the  list  en- 
tirely-as  a  $90-million  profit  in  1968 
turned  into  a  staggering  $122-million 
loss  in  1969. 

But  it  wasn't  just  the  declines  in 
earnings  that  bothered  businessmen 
and  investors.  Increasingly,  questions 
were  being  raised  about  quality  of 
earnings.  On  page  222,  the  editors  of 
Forbes  report  on  common  accounting 
devices  that  give  the  illusion  and  not 
the  substance  of  earnings  gains.  The 
simple  ti^uth  was  dawning  on  more 
and  more  people:  Not  all  earnings 
gains  are  genuine  gains.  ■ 


Net 

%Gain 

Cash 

Net 

%Gain 

Cash 

Rank 

Profits 

Over 

Flow 

Rank 

Ra 
1969 

nk 

Profits 

Over 

Flow 

Rank 

1969 

1968 

Company 

($000,000) 

1968  ($000,000) 

1969 

1968 

Company 

($000,000) 

1963 

($000,000) 

1969 

1 

1 

Am  Tel  &  Tel 

2,199 

7.1 

4,514 

1 

11 

11 

Eastman  Kodak 

401 

6.8 

532 

16 

2 

2 

General  Motors 

1,711 

—1.3 

3,368 

2 

12 

12 

Du  Pont  E 1 

356 

—4.3 

683 

10 

3 

3 

Standard  Oil  (N  J) 

1,048 

—18.0 

1,904 

4 

13 

15 

Standard  Oil  (Ind) 

321 

3.7 

620 

13 

4 

4 

IBM 

934 

7.1 

1,943 

3 

14 

14 

Shell  Oil 

291 

—6.8 

643 

11 

5 

5 

Texaco 

770 

—7.9 

1,115 

6 

15 

13 

General  Electric 

278 

—22.2 

629 

12 

6 

7 

Gulf  Oil 

611 

—2.6 

1,061 

7 

16 

17 

General  Tel  &  Elec 

237 

—14.6 

557 

14 

7 

6 

Ford  Motor 

547 

—12.8 

1,350 

5 

17 

20 

Int  Tel  &  Tel 

234 

21.6 

424 

21 

8 

8 

Standard  Oil  (Calif) 

454 

0.4  • 

767 

9 

18 

31 

Atlantic  Richfield 

227 

13.8 

493 

18 

9 

10 

Sears  Roebuck 

441 

5.4 

548 

15 

19 

18 

United  States  Steel 

217 

—14.4 

507 

17 

10 

9 

Mobil  Oil 

435 

1.4 

790 

8 

20 

19 

Procter  &  Gamble 

187 

—7.3 

235 

40 
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The  500  Biggest  Corporations  By  Prof/'ti 


Rank 
1969  1968 


Company 


Net        %Gain     Cash 
Profits        Over        Flow       Rank 
($000,000)     1968  ($000,000)  1969 


Rank 
1969  1968 


Company 


Net        %GaJn     Cash 
Profits        Over        Flow       Rank 
($000,000)     1968  ($000,000)  1969 


21  26  Union  Carbide  186  18.6  436  19 

22  24  Minn  Mining  &Mfg  179  11.1  244  36 

23  37  Occidental  Petroleum  175  30.3  261  34 

24  29  R  J  Reynolds  Tobacco  172  14.8  218  45 

25  21  Pacific  Gas  &  Elec  170  1.1  285  29 

26  22  Tenneco  165  —0.9  333  26 

27  47  Kennecott  Copper  165  48.7  238  39 

28  45  Xerox  161  38.8  392  22 

29  32  Goodyear  Tire  &  Rub  158  6.7  269  33 

30  30  Continental  Oil  157  4.6  277  31 

31  25  Bethlehem  Steel  157  —2.5  370  23 

32  28  Union  Oil  California  153  1.3  368  24 

33  23  Sun  Oil  152  —7.5  272  32 

34  33  BankAmerica  Corp  152  14.7  152  65 

35  27  RCA  Corp  151  —1.8  333  25 

36  36  Westinghouse  Elec  150  11.0  219  44 

37  35  Dow  Chemical  149  9.3  327  28 

38  42  Caterpillar  Tractor  142  17.1  238  38 

39  34  Phillips  Petroleum  134  —1.9  329  27 

40  43  Cities  Service  133  9.9  239  37 

41  54  General  Foods  133  28.4  173  56 

42  38  Commonwealth  Edison  132  0.4  233  41 

43  52  Weyerhaeuser  131  25.0  200  47 

44  39  Consolidated  Edison  127  —1.1  223  43 

45  46  Am  Home  Products  123  10.2  140  75 

46  53  Alcoa  122  16.9  244  35 

47  48  Coca-Cola  121  9.6  163  60 

48  41  First  Natl  City  Corp  119  9.2  130  83 

49  59  Getty  Oil  119  21.3  228  42 

50  60  McDonnell  Douglas  118  24.1  161  61 


81  97  Travelers  83  16.2  83  '    171 

82  69  Household  Finance  83  —6.6  117  101 

83  125  Litton  Industries  82  40.7  137  78 

84  85  Columbia  Gas'System  81  5.7  144  73 

85  ■  Celanese  80  ft  176  55 


86 
87 
88 
89 


80 
95 
77 
89 


90     102 


RepublfcSteel 
TRW 

Burlington  Inds 
National  Steel 
Singer 


79 
78 
78 
78 
78 


1.1 

8.3 

—1.1 

3.1 

12.0 


96  127 

97  120 

98  112 

99  108 
100  63 


CBS 

Warner-Lambert 
Charles  Pfizer 
F  W  Woolworth 
Continental  Corp 


72 
72 
72 
71 
71 


24.1 

18.8 

10.7 

7.4 

-22.2 


106  143 

107  420 

108  129 

109  84 

110  92 


CNA  Financial 
Allied  Chemical 
Bristol-Myers 
Aetna  Life  &  Cas 
FMC 


68 
68 
68 
68 
67 


26.9 

281.8 

18.3 

—12.8 

—10.5 


140 
119 
151 
137 
128 


97 
88 
97 
114 
71 


68 

190 

81 

68 

113 


76 
97 
67 
77 
86 


91  104  Texas  Utilities  77  12.5  120  93 

92  114  SperryRand  77  20.3  168  58 

93  93  Textron  76  2.8  112  115 

94  88  Kraftco  76  —0.8  118  100 

95  101  Gulf  &  Western  Inds  72  3.1  114  111 


136 
157 
138 
107 
207 


101  81  J  P  Morgan  &  Co  70  14.4  74  194 

102  137  Owens-Illinois  70  26.4  123  91 

103  105  Am  Metal  Climax  69  2.5  96  139 

104  103  Mfrs  Hanover  Trust  69  4.7  74  192 

105  151  Kaiser  Alum  &Chem  69  31.6  116  103 


211 
50 
177 
214 
113 


51 

40 

Firestone  Tire 

117 

—8.2 

197 

48 

111 

116 

Consumers  Power 

67 

7.0 

119 

96 

52 

50 

Monsanto 

116 

6.6 

280 

30 

112 

142 

Marcor 

67 

24.4 

117 

102 

53 

57 

International  Paper 

116 

15.7 

204 

46 

113 

115 

Ingersoll-Rand 

66 

4.8 

91 

152 

54 

49 

J  C  Penney 

111 

1.5 

143 

74 

114 

121 

Pennzoil  United 

66 

9.0 

118 

99 

55 

51 

Southern  Pacific 

109 

1.4 

191 

49 

115 

117 

Gillette 

66 

5.2 

79 

181 

56 

56 

Southern  Cal  Edison 

108 

7.9 

188 

51 

116 

94 

North  Am  Rockwell 

65 

—12.0 

135 

79 

57 

58 

Am  Elec  Power 

106 

6.5 

182 

53 

117 

83 

American  Can 

65 

—16.9 

129 

84 

58 

78 

Am  Smelting  &  Ref 

101 

28.2 

116 

105 

118 

140 

U  S  Plywood-Champion 

64 

17.8 

109 

118 

59 

62 

Merck 

101 

8.3 

123 

92 

119 

109 

Phil  Electric 

64 

—2.1 

114 

110 

60 

67 

Anaconda 

99 

11.6 

149 

69 

120 

173 

Newmont  Mining 

64 

27.2 

64 

224 

61 

55 

Union  Pacific 

99 

3.7 

158 

64 

121 

126 

Western  Bancorp 

64 

40.9 

77 

186 

62 

61 

American  Brands 

99 

6.0 

128 

85 

122 

90 

Int  Harvester 

64 

—15.5 

125 

88 

63 

70 

Armco  Steel 

96 

8.7 

160 

62 

123 

128 

Va  Electric  &  Power 

63 

9.4 

104 

124 

64 

79 

Southern  Company 

94 

20.1 

177 

54 

124 

124 

Polaroid 

63 

7.1 

78 

183 

65 

44 

Chase  Manhattan 

93 

—6.3 

93 

145 

125 

156 

Honeywell 

62 

23.6 

146 

70 

66 

86 

Georgia-Pacific 

92 

19.7 

170 

57 

126 

119 

C  1 T  Financial 

62 

3.1 

62 

227 

67 

10/ 

American  Express 

91 

38.4 

91 

151 

127 

99 

Texas  Gulf  Sulphur 

61 

—12.9 

80 

180 

68 

66 

Pub  Serv  Elec  &  Gas 

91 

1.2 

167 

59 

128 

122 

Detroit  Edison 

61 

2.3 

108 

119 

69 

/Z 

Continental  Can 

90 

8.2 

150 

68 

129 

165 

Eaton  Yale  &  Towne 

61 

23.7 

83 

170 

70 

71 

American  Cyanamid 

90 

4.7 

145 

72 

130 

76 

Inland  Steel 

61 

—23.8 

114 

109 

71 

73 

Marathon  Oil 

89 

7.3 

152 

66 

131 

123 

Santa  Fe  Industries 

61 

1.7 

123 

90 

72 

113 

Phelps  Dodge 

89 

39.6 

110 

116 

132 

262 

U  S  Industries 

60 

81.7 

77 

185 

73 

16 

Chrysler 

89 

—69.5 

426 

20 

133 

211 

Teledyne 

60 

47.6 

90 

155 

74 

82 

Norfolk  &  Western  Ry 

87 

12.3 

159 

63 

134 

147 

Scott  Paper 

60 

12.6 

103 

125 

75 

6b 

Transamerica 

87 

—3.4 

110 

117 

135 

106 

Chemical  New  York 

60 

19.3 

65 

220 

76 

75 

Federated  Dpt  Stores 

86 

7.0 

113 

112 

136 

160 

Central  &  South  West 

59 

17.7 

95 

144 

77 

Amerada  Hess 

85 

—6.6 

115 

106 

137 

163 

Johnson  &  Johnson 

59 

18.2 

80 

179 

78 

96 

Avon  Products 

84 

182 

92 

148 

138 

154 

First  Chicago  Corp 

59 

44.5 

64 

222 

79 

18b 

Boise  Cascade 

84 

37.0 

133 

82 

139 

135 

Beneficial  Finance 

58 

5.2 

58 

239 

80 

98 

Eli  Lilly 

83 

18.0 

97 

135 

140 

168 

Philip  Morris 

58 

19.3 

72 

201 

■  Not  on  500  list  in  1968.  •  Not  comparable. 

1 !  Deficit  to  profit. 
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.\bu  won't  find  TRW  on  the  map. 
But  we're  all  over  the  globe. 


TRW  is  an  international  growth 
company  with  more  than  85,000 
people  in  over  300  locations 
around  the  globe. 

For  example,  we're  just  as  much 
at  home  making  steering  gears  in 
England  or  piston  rings  in  Germany 
as  we  are  making  ball  joints  in 
Michigan  or  valves  in  Ohio.  We 
also  have  plants  in  France  and 
Italy.  (In  all,  about  45  million 
European  cars  have  TRW  parts. 
And  millions  of  people  watch  TV 
broadcasts  beamed  from  TRW-built 
communications  satellites.) 

Now  add  operations  in  South 
Africa,  Brazil,  Argentina,  Australia, 
Mexico  and  Canada  working  on  a 

TRiy  INC.,  Cleveland,  Ohio— A  Diversified  Technology 
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range  of  vehicle  and  electronic 
components  as  well  as  other 
industrial  equipment. 

We  also  have  new  ventures  in 
Japan,  now  the  world's  second 
largest  auto  maker.  And  Taiwan, 
where  we  turn  out  capacitors  and 
other  components  for  the  home 
entertainment  market. 

This  international  picture  adds 
up  to  about  17%  of  TRW's  total 
annual  sales  of  $1.6  billion. 
And  the  future  for  our  overseas 
markets  appears  quite  bright. 

When  you  combine  this  kind  of 
global  growth  with  such  businesses 
as  computer  software  services, 
systems  management,  communica- 

Company  Specializing  in  Products,  Systems,  and  Services  for 


tions  and  earth  resources  satellites, 
automation  control  systems  and  a 
broad  range  of  industrial  equipment 
and  services,  you  begin  to  get  an 
idea  of  where  our  company  is  going. 

One  day,  we  may  be  able  to  put 
TRW  on  the  map  after  all. 

For  a  copy  of  TRW's  1969  Annual 
Report  to  Investors  and  a  summary 
of  Worldwide  Operations,  write 
Robert  A.  Newman,  Director  of 
Corporate  Relations,  TRW  INC., 
23555  Euclid  Avenue,  Cleveland 
Ohio  44117. 

THww. 


Commercial,  Industrial  and  Government  Markets. 
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lomeis 

^ere  the  ^outh  is. 

Veil  be  fiimishing  a  lot  of  that 
|x>wdi  in  the  '70  's. 


Remember  the  babv  boom  right  after  World 

II? 

Those  babies   are  now   the  newly   marrieds, 
houses  and  apartments  of  their  own. 
Between  now  and  1980,  more  than  27  million 
houses  will  be  built. 
New  homes  need  lots  of  furniture. 
Simmons  already  offers  a  wider  range  of  home 
lishings  than  anyone  else  in  the  whole  world. 
So   in    the   new    boom    period   now   starting, 
xpect  to  increase  our  lead. 
You  probably  know  us  best  for  our  Beauty- 
mattresses,  which  lead  the  revolution  toward 
r-size    (and    better   quality)    bedding.    Or   as 

ide-A-Bed  sofa  people. 
[Now  we're  all  over  the  house.  In  upholstered 
ture.  In  lamps  and  accessories.  In  wall  cov- 
;s  and  drapery  fabrics.  In  juvenile  furniture. 


In  carpeting.  And  that's  not  all. 

Simmons  leads  not  only  in  home  furnishings. 
We're  important  in  many  other  prime  growth  areas 
— in  contract  furniture  and  equipment  for  the 
innkeeping,  education  and  health  care  fields. 

That's  why  we've  progressed  so.  We've  been 
averaging  more  than  one  acquisition  and  one  new 
plant  a  year  for  the  past  15  years.  Each  of  our 
past  five  years  has  topped  the  previous  one  in 
record  sales.  Right  now,  we're  entering  our  sec- 
ond century  with  sales  in  the 
range  of  a  quarter  of  a  billion, 
and  still  climbing. 

So  when  it's  growth  you're 
after,  take  a  long,  hard  look 
at  Simmons. 

And  the  home,  sweet 
home-furnishings  market.  second  century 


SIMMONS 


Simmons  Company 

T/ionet  Industries,  Inc.  •  Greef  Fairies,  Ine.  •  Katxenbaeh  ^  IVarren,  Inc. 

Raymor/ Richards,  Morganthau  •  Moreddi,  Division  of  Raymor  •  Selig  Manufacturing  Co.,  Inc. 

American  Acceptance  Corp.  •  York-Hoover  Corporation  •  Elgin  Metal  Casket  Co. 


The  500  Biggest  Corporations  By  Profits 


/ 

Net        %Gain 

Cash 

Net 

%Gain 

Cash 

■ 

Rank 

Profits        Over 

Flow 

Rank 

Rank 

y^-* 

Profits 

Over 

Flow 

Rank 

1969 

1968 

Company          ($000,000)     1968 

$000,000) 

1969 

1969 

1968 

Company          ($000,000) 

1968 

($000,000) 

1969 

141 

247 

Armstrong  Cork 

58          66.4 

78 

182 

201 

134 

Great  Atl  &  Pac  Tea 

45 

—19.1 

96 

141 

142 

157 

Lincoln  National 

57          13.7 

62 

230 

202 

208 

UAL  Inc 

45 

7.0 

187 

52 

143 

193 

Bendix 

56          28.2 

84 

164 

203 

205 

Kellogg 

45 

5.4 

57 

250 

144 

148 

INA 

55            12 

55 

259 

204 

228 

Dart  Industries 

44 

20.0 

71 

203 

145 

141 

CPC  International 

55            2.5 

90 

153 

205 

209 

Northeast  Utilities 

44 

7.7 

76 

189 

146 

197 

Burroughs 

55         27.4 

119 

95 

206 

159 

Connecticut  General 

44 

—12.1 

45 

305 

147 

290 

Reynolds  Metals 

55          85.8 

119 

98 

207 

215 

Martin  Marietta 

44 

9.8 

85 

163 

148 

138 

Safeway  Stores 

55        —0.9 

101 

129 

208 

235 

Nat  Cash  Register 

44 

23.0 

146 

71 

149 

166 

Duke  Power 

54          10.7 

97 

137 

209 

145 

Hercules 

44 

—17.7 

95 

143 

150 

203 

Deere 

54          27.0 

86 

161 

210 

198 

Greyhound 

44 

1.6 

71 

202 

151 

185 

Halliburton 

54         18.6 

96 

142 

211 

313 

Leasco  Data  Process 

44 

63.5 

62 

232 

152 

176 

S  S  Kresge 

54         13.6 

74 

191 

212 

199 

Transcount  Gas  Pipe 

44 

1.2 

82 

172 

153 

172 

PPG  Industries 

54          11.8 

106 

121 

213 

225 

Beatrice  Foods 

44 

16.7 

61 

233 

154 

111 

Crown  Zellerbach 

54      —17.4 

102 

128 

214 

216 

Northern  Natural  Gas 

44 

8.7 

92 

147 

155 

152 

Texas  Eastern  Trans 

53           4.1 

120 

94 

215 

244 

Squibb  Beech-Nut 

43 

22.0 

56 

257      . 

156 

167 

Flor'da  Power  &  Lt 

53           9.2 

92 

149 

216 

212 

Panhandle  East  Pipe 

43 

5.0 

87 

159 

157 

410 

Control  Data 

53         18.7 

103 

127 

217 

240 

NLT  Corp 

42 

18.3 

45 

308 

158 

144 

General  Public  Utils 

53        —6.8 

99 

134 

218 

201 

Mellon  Natl  Bnk 

42 

13.2 

48 

291 

159 

136 

C  &  0/B  &  0  RR's 

53       -4.8 

124 

89 

219 

224 

WT  Grant 

42 

10.3 

51 

277 

160 

183 

Middle  South  Util 

52         13.2 

104 

123 

220 

214 

Johns-Manville 

42 

3.1 

57 

252 

161 

171 

Ashland  Oil 

52           8.2 

100 

131 

221 

255 

St  Regis  Paper 

41 

21.0 

83 

165 

162 

68 

Signal  Companies 

52      —41.1 

82 

176 

222 

191 

American  General 

41 

—7.0 

41 

330 

163 

180 

Borg-Warner 

52         10.8 

83 

167 

223 

265 

Cerro 

41 

24.2 

55 

261       ! 

164 

153 

Peoples  Gas 

52           2.3 

99 

133 

224 

139 

Bankers  Trust  N  Y 

41 

—25.8 

46 

298      I 

165 

158 

Ohio  Edison 

52           3.0 

83 

168 

225 

242 

III  Central  Inds 

41 

15.5 

76 

187       1 

166 

155 

Sec  Pac  Nat  Bank  Gal 

52          13.8 

59 

238 

226 

367 

Cleveland-Cliffs 

41 

86.5 

46 

297       ! 

167 

100 

Standard  Oil  (Ohio) 

52      —26.0 

107 

120 

227 

204 

Smith  Kline  &  French 

40 

-4.4 

46 

296 

168 

179 

Sterling  Drug 

52           9.9 

59 

236 

228 

170 

Libbey-Owens-Ford 

40 

—17.6 

56 

256 

169 

161 

Northwest  Orient  Air 

51           2.8 

112 

114 

229 

222 

Long  Island  Lighting 

40 

4.0 

67 

215      1 

170 

130 

Avco 

51       —9.8 

68 

212 

230 

177 

Zenith  Radio 

40 

—16.3 

52 

274      \ 

171 

169 

Niagara  Mohawk  Power 

51           5.4 

90 

154 

231 

237 

Carnation 

40 

11.3 

54 

266 

172 

132 

Campbell  Soup 

51       —9.5 

82 

175 

232 

250 

Allegheny  Power 

39 

13.6 

73 

197 

173 

175 

American  Natural  Gas 

51           6.8 

106 

122 

233 

226 

Cleveland  Elec  Ilium 

39 

5.1 

60 

234 

174 

263 

W  R  Grace 

51         53.9 

114 

108 

234 

234 

Delta  Air  Lines 

39 

8.4 

96 

140 

175 

187 

Con  Natural  Gas 

51          13.0 

89 

156 

235 

206 

Magnavox 

39 

—7.6 

49 

288 

176 

118 

United  Aircraft 

51      —17.1 

126 

87 

236 

257 

Kroger 

39 

13.9 

71 

206 

177 

174 

Louisiana  Land 

51           5.7 

58 

244 

237 

308 

Clark  Equipment 

39 

38.7 

50 

282 

178 
179 

162 

National  Lead 

51           1.3 

70 

210 

238 

288 

American-Standard 

39 

29.2 

77 

184 

91 

Olin  Corp 

50      —33.3 

99 

132 

239 

■ 

Seaboard  Coast  Line 

38 

214.6 

70 

209 

180 

181 

Corning  Glass  Works 

50           6.9 

83 

169 

240 

238 

American  Airlines 

38 

8.4 

133 

81 

181 

219 

Emerson  Electric 

50         26.5 

65 

221 

241 

243 

Dresser  Industries 

38 

8.5 

63 

226 

182 

194 

Kimberly-Clark 

50         24.1 

88 

158 

242 

239 

Pacific  Lighting 

38 

7.7 

72 

198 

183 

146 

Hartford  Fire  Ins 

50       —6.6 

54 

267 

243 

229 

Colgate-Palmolive 

38 

3.3 

56 

253 

184 

150 

Consolidated  Foods 

50        —5.0 

68 

213 

244 

188 

B  F  Goodrich 

38 

—15.8 

87 

160 

185 

182 

PepsiCo 

49           6.3 

73 

196 

245 

260 

Illinois  Power 

38 

12.9 

62 

229 

186 

217 

El  Paso  Natural  Gas 

49         21.2 

134 

80 

246 

273 

Sperry  &  Hutchinson 

38 

17.8 

42 

328 

187 

236 

United  Utilities 

48         35.2 

103 

126 

247 

278 

General  Mills 

38 

19.9 

57 

249 

188 

■ 

City  Investing 

48       296.8 

54 

263 

248 

335 

St  Joseph  Lead 

37 

50.0 

44 

315 

189 

202 

Houston  Lt  &  Pow 

48         12.0 

74 

193 

249 

252 

Upjohn 

37 

8.4 

50 

283 

190 

196 

Union  Electric 

48           9.8 

82 

173 

250 

245 

No  Ind  Public  Serv 

37 

5.7 

56 

258 

191 

227 

Ralston  Purina 

47         26.2 

71 

204 

251 

276 

Mead 

36 

13.7 

65 

218 

192 

133 

Conill 

47           1.9 

50 

281 

252 

178 

U  S  Fidelity 

36 

—24.3 

36 

362 

193 

131 

Uniroyal 

47     —18.3 

92 

146 

253 

269 

Diamond  Int 

36 

10.0 

53 

269 

194 

210 

Schlumberger  Limited 

46         12.7 

80 

178 

254 

264 

Standard  Brands 

35 

6.9 

55 

260 

195 

200 

Southern  Railway  Sys 

46           6.9 

91 

150 

255 

292 

Raytheon 

35 

19.1 

58 

241 

196 

233 

Whirlpool 

46         26.8 

72 

199 

256 

195 

Gen  Tire  &  Rubber 

35 

—19.0 

71 

205 

197 

?21 

Baltimore  Gas  &  Elec 

46          18.7 

72 

200 

257 

268 

Cincinnati  Gas  &  El 

35 

7.7 

55  ■ 

262 

198 

223 

Marine  Midland  Banks 

46         35.7 

52 

271 

258 

274 

Engelhard  Min  &  Chem 

35 

9.6 

44 

312 

199 

218 

North  States  Power 

45          14.3 

76 

188 

259 

266 

Gulf  States  Utils 

35 

6.1 

58 

242 

200 

189 

Anheuser-Busch 

45            1.5 

75 

190 

260 

253 

Timken  Roll  Bearing 

35 

1.6 

50 

279 

■  Note 

)n  500  list  in  1968. 
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MASTER  HOSTS 
INNS 

Motor  hotel  licenses  are 
available  in  selected 
market  areas  to  the  busi- 
nessman who  wants  to 
maintain  his  individuality 
while  realizing  a  high 
profit  potential.  Write  or 
phone  Tom  Reeder,  Master 
Hosts  International,  Inc., 
9808  Wilshire  Boulevard, 
Beverly  Hills,  California 
90212,  Telephone   (213) 
272-0911.  Master  Hosts  is 
associated  with  Interna- 
tional Industries  Inc.  whose 
shares  are  listed  on  the 
New  York  Stock  Exchange. 
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To  spice  a  traveler's  life 
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The  500  Biggest  Corporations  By  Profih 


\ 

t 

Net 

%Gain 

Cash 

.J-* 

Net        o/o6ain 

Cash 

Rank 

Profits 

Over 

Flow 

Rank 

Rank 

Profits        Over 

Flow 

Rank 

1969 

1968 

Company          ($000,000) 

1968  ($000,000) 

1969 

1969 

1968 

Company          ($000,000)     1968 

($000,000] 

1969 

261 

259 

Penn  Power  &  Light 

35 

2.3 

64 

225 

321 

355 

Schering  Co 

27         19.7 

32 

'  398 

262 

230 

First  Nat  Bnk  Boston 

34 

6.8 

36 

355 

322 

321 

Champion  Spark  Plug 

27           4.7 

33 

393 

263 

286 

First  Bank  System 

34 

21.8 

38 

346 

323 

400 

North  Amer  Philips 

27         41.0 

100 

130 

264 

■ 

GAC  Corp 

34 

203.1 

45 

309 

324 

322 

Carolina  Power  &  Lt 

27           5.2 

45 

301 

265 

302 

Motorola 

34 

19.5 

56 

254 

325 

374 

Cyprus  Mines 

27         26.9 

34 

381 

266 

293 

Dana 

34 

15.4 

48 

290 

326 

323 

Pacific  Power  &  Lt 

27            3.5 

44 

317 

267 

231 

Kerr-IVIcGee 

34 

—7.7 

65 

219 

327 

284 

Potomac  Elec  Power 

27     —11.4 

51 

276 

268 

338 

Kidde  (Walter) 

34 

36.1 

49 

285 

328 

394 

Utah  Construct  &  Min 

27          33.9 

35 

368 

269 

311 

Nat  Bank  of  Detroit 

34 

40.7 

36 

360 

329 

270 

J  P  Stevens 

27     —17.3 

58 

240 

270 

248 

Rohm  &  Haas 

34 

—3.7 

64 

223 

330 

346 

Addressograph  Multi 

27          10.8 

43 

323 

271 

319 

Texas  Instruments 

34 

27.3 

83 

166 

331 

341 

Winn-Dixie  Stores 

27            8.3 

38 

344 

272 

■ 

Am  Machine  &  Foundry 

34 

tt 

58 

245 

332 

320 

Investors  Div  Serv 

26            0.5 

29 

424 

273 

■ 

Holiday  innsf 

33 

173.7 

33 

390 

333 

404 

Fruehauf 

26          38.4 

52 

272 

274 

254 

McGraw-Edison 

33 

—3.2 

45 

307 

334 

375 

Combined  Insurance 

26          22.9 

26 

444 

275 

343 

Studebaker-Worthington 

33 

35.7 

45 

303 

335 

■ 

AMK 

26        132.8 

49 

284 

275 

298 

Sou  New  England  Tel 

33 

15.3 

74 

195 

336 

317 

Arkansas  Louisiana  Gas 

26       —2.2 

41 

331 

277 

287 

Southern  Natural  Gas 

33 

8.6 

58 

247 

337 

327 

Jefferson  Pilot 

26           2.0 

28 

431 

278 

344 

Times-Mirror 

32 

33.9 

48 

293 

338 

258 

Kaiser  Steel 

26     —24.4 

62 

231 

279 

275 

Abbott  Laboratories 

32 

2.5 

43 

318 

339 

306 

McGraw-Hill 

26       —8.3 

30 

420 

280 

282 

Public  Service  Ind 

32 

4.4 

52 

273 

340 

351 

Foremost-McKesson 

26         10.4 

35 

373 

281 

332 

Wisconsin  Elec  Power 

32 

27.6 

58 

246 

341 

387 

Hewlett-Packard 

26         22.8 

37 

351 

282 

267 

Wells  Fargo 

32 

8.5 

38 

345 

342 

279 

Revlon 

26      —18.6 

32 

401 

283 

305 

Safeco 

32 

13.8 

35 

374 

343 

■ 

King  Resources 

26       112.3 

28 

433 

284 

314 

Norton  Simon 

32 

18.0 

51 

278 

344 

331 

Interco 

25           1.3 

33 

387 

285 

241 

Loews  Theatres 

32 

—10.2 

43 

324 

345 

359 

Square  D 

25         11.5 

28 

428 

286 

249 

United  States  Gypsum 

32 

—9.0 

49 

287 

346 

339 

Cleveland  Trust 

25         22.0 

27 

441 

287 

289 

Crocker  Natl  Corp 

32 

21.6 

35 

372 

347 

336 

Boston  Edison 

25            0.8 

45 

302 

288 

280 

Stauffer  Chemical 

32 

1.2 

59 

237 

348 

383 

Am  Hospital  Supply 

25          19.4 

30 

418 

289 

333 

ContI  Telephone 

31 

25.4 

71 

208 

349 

345 

Liggett  &  Myers 

25            3.4 

32 

404 

290 

294 

Northwest  Bancorp 

31 

21.8 

36 

354 

350 

352 

Hanna  Mining 

25            7.5 

32 

40C 

291 

356 

Louis  &  Nashville  RR 

31 

36.3 

62 

228 

351 

401 

Owens-Corning  Fiberg 

25          27.2 

45 

304 

292 

207 

National  Biscuit 

31 

—26.2 

51 

275 

352 

373 

Quaker  Oats 

25          15.4 

33 

385    1 

293 

348 

Whittaker 

31 

31.0 

43 

322 

353 

366 

R  H  Macy 

24          10.9 

38 

347    I 

294 

251 

Diamond  Shamrock 

31 

—11.4 

67 

216 

354 

389 

Oklahoma  Gas  &  Elec 

24          17.2 

39 

342    1 

295 

318 

Union  Camp 

30 

15.0 

58 

243 

355 

452 

AMP 

24          49.6 

34 

378 

296 

■ 

Areata  Natl  Corp 

30 

406.8 

36 

359 

356 

369 

Gimbel  Brothers 

24          10.9 

32 

399 

297 

272 

Genesco 

30 

—5,4 

42 

329 

357 

415 

Spartans  Industries 

24          32.9 

34 

382    ■ 

298 

291 

Duquesne  Light 

30 

1.4 

47 

295 

358 

271 

Time  Inc 

24      —25.5 

40 

336    I 

299 

300 

J  Ray  McDermott 

30 

5.2 

44 

314 

359 

381 

United  Merch  &  Mfrs 

24          12.9 

34 

375    I 

300 

307 

White  Consolidated 

30 

6.8 

40 

335 

360 

468 

Dayton  Hudson 

24        —3.7 

40 

334 

301 

285 

Associated  Dry  Goods 

30 

—1.4 

42 

327 

361 

297 

Northern  Illinois  Ga 

24      —17.4 

40 

338 

302 

192 

Borden 

30 

—32.5 

66 

217 

362 

409 

First  Penna  Corp 

23          33.8 

25 

454   ■ 

303 

277 

Ethyl 

30 

—6.3 

59 

235 

363 

380 

Lone  Star  Gas 

23          10.5 

46 

299   ■ 

304 

324 

Florida  Power 

29 

14.9 

46 

300 

364 

312 

Del  Monte 

23      —14.3 

36 

363   ■ 

305 

325 

Gen  American  Trans 

29 

15.3 

57 

251 

365 

315 

Charter  N  Y 

23          18.8 

26 

445 

1 

306 

363 

Combustion  Engineer 

29 

31.3 

42 

326 

366 

397 

Gardner-Denver 

23          17.5 

27 

436 

307 

495 

Jim  Walter 

29 

32.7 

44 

311 

367 

473 

Williams  Brothers 

23          50.2 

37 

352  ■ 

308 

256 

May  Dept  Stores 

29 

—15.0 

53 

270 

368 

371 

Dayton  Power  &  Light 

23            6.8 

36 

357  ■ 

309 

299 

New  England  Electric 

29 

1.2 

54 

264 

368 

364 

Otis  Elevator 

23            4.3 

30 

416  ■ 

310 

301 

Public  Service  Colo 

29 

0.9 

50 

280 

370 

384 

Crown  Cork  &  Seal 

23          10.0 

37 

350 

311 

330 

St  Paul  Companies 

29 

13.5 

30 

419 

371 

370 

Western  Union 

23            5.5 

82 

174 

312 

213 

Freeport  Sulphur 

29 

—29.5 

43 

321 

372 

361 

ELTRA 

23            2.0 

32 

402 

313 

310 

G  D  Searle 

28 

4.1 

33 

395 

373 

393 

Central  Tel  &  Utils 

22          10.4 

48 

289 

314 

349 

H  i  Heinz 

28 

21.8 

44 

310 

374 

392 

Pabst  Brewing 

22            9.8 

31 

406 

315 

337 

Richardson-Merrell 

28 

13.8 

35 

365 

375 

414 

Lear  Siegler 

22          24.0 

33 

394 

316 

309 

Essex  International 

28 

1.5 

38 

343 

376 

376 

Allegheny  Ludlum 

22            5.0 

36. 

358 

317 

342 

Coastal  States  Gas 

28 

14.6 

43 

320 

377 

365 

Ex-Cell-0 

22            1.0 

42 

325 

318 

261 

Nat  Dist  &  Chem 

28 

—16.3 

54 

268 

378 

385 

Allied  Stores 

22            6.0 

41 

332 

319 

419 

First  Charter  Fin 

28 

55.5 

28 

427 

379 

396 

American  Enka 

22          12.5 

34 

377 

I 

320 

334 

N  Y  State  Elec  &  Gas 

28 

10.9 

47 

294 

380 

405 

Grumman  Aircraft 

22          16.0 

43 

319 

1 

■  Not  on  500  list  in  1968.  t  Depreciation  was 

not  avail 

able,  ft  Defi 

cit  to  profit. 

1 
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9ne  day  we  count  chickens.  The  next 
lay  we  make  hay. 


■^ 


vX  . 


I'     'A.      Ys* 


■  *  *  -- 


.  wam, 


^■"'^^MkH-i 


vVe're  synergistic.  How  do  you  .x^^,^ 
track  of  3|/2  million  active  chickens? 
One  of  our  customers  uses  our  UNIVAC 
9200  Computer  This  management  sys- 
tem not  only  helps  him  run  his  business 
but  even  figures  the  cost  of  raising  a  bird 
to  v^/ithin  four  decimal  points. 

And  farmers  all  the  world  over  use 
our  New  Holland  bale  wagons  which  can 
handle  up  to  2,500  bales  a  day  That's 
a  lot  of  hay 

We  do  a  lot  of  things  at  Sperry  Rand. 
And  we  do  each  one  better  because  we 
do  all  the  rest. 

^'sper;?y  rai\d™ 

Wait  till  you  see 
what  we  do  tomorrow. 


^EW  HOLLAND  •  REAAINGTON  •  REAAINQfTON  RA^D  •  SPERRY  •  UNIVAC  •  VICKERS 

Registered  trodamarkt  of  '  "^ 


^^.^^«r.^t^ 


Beneath  this  soft  and 
warm  exterior,  there  lies 
a  heart  of  plastic. 

So  far,  if  s  only  a  valve.  Eight-year-old 
Janet  Hernandez  has  one. 

It  may  not  be  long  before  a  whole 
working  heart  will  be  made  out  of  plastic. 
Men  in  plastics  research  at  Union 
Carbide  are  working  on  the  almost  im- 
possible job  of  designing  plastics  com- 
patible with  the  body. 

Their  most  crucial  job  is  making  an 
ultra-thin  polypropylene  fabric  for  lining 
the  inside  of  the  heart.  A  fabric  coated 
with  parylene  that  will  allow  human  tis- 
sue to  grow  into  and  around  it  to  keep 
blood  from  clotting. 

A  plastic  heart  isn't  the  only  part  of 
the  body  we're  working  on.  Maybe  some- 
day there  will  be  a  little  plastic  in  all  of  us. 

Right  now,  we've  got  you  surrounded 
by  our  plastics.  We  were  in  plastics  be- 
fore most  people  knew  the  word.  We 
make  more  plastics  than  anyone  else.  We 
haven't  scratched  the  surface  yet. 

Why  is  a  great  big  company  like  Union 
Carbide  so  concerned  about  a  little  bit  of 
•    plastic  for  the  body? 

Because. 

Beneath  our  corporate  exterior,  there 
beats  a  heart. 


UNION 
CARBIDE 


THE  DISCOVERY  COMPANY 


When  North  American  Rockwell 
builds  an  airplane, 

North  American  Rockwell 
builds  an  airplane. 


Our  S;ibrcliiicr*  jet  lias  k)ggcd 
nearly  1'.-  million  hours,  tour  times 
as  many  as  any  other  business  jet. 

This  ivrl'ormanee  record  is 
typical  ot  our  entire  line  ol  Jet,  prop-jet 
and  recipixKaling  engine  planes. 
We're  the  onl\  ivi^ple  who 
build  and  sell  all  thixv  for  the  general 
aviation  market. 


As  this  market  /ixims— 
exivcted  to  double  in  the  7(Vs— 
we  won't  be  standing  still. 

Alter  all,  the  company  that 
pnxluced  America's  first  swept  wing 
tighter (F-8(i),  first  suivrsonie 
fighter  (F- 1 IX)),  first  hyixTsonic  rcKket 
plane  (X- 15)  and  first 
suixMsonic  cruise  aircraft  (XB-7()) 


must  know  a  thing  or  two  about 
liuilding  airplanes. 

EsfTecially  when  the  same 
company  liuilds  the  Ajxillo  spacecraft 
that  takes  men  to  the  moon  and  back. 

At  North  American  Rtx'kwell, 
in  all  our  20  related  businesses,  we 
find  ways  to  exchange  ideas  and  skills. 
Whatever  we  build  is  the  better  for  it. 


North  American  Rockwell 


Ovei  llv  warsw'votxiiltovoi  60,00i\iiik-iail,  incliiJing 
ttie  Sabr*lliwr  |0l  .iixi  Hawk  CommandM- ''  piop  let 
V\te also  build  owi-ythmci  trom  oar  Liuinpois  and  textile 
looms  to  Ixvit  aintrols  Write  lor  our  Annual  Report 
Box  707,  El  Segundo,  Calit  90245 


The  500  Biggest  Corporations  By  Profits 


Net 

%  Gain 

Cash 

Net 

%  Gain 

Cash 

1 

Rank 

Profits 

Over 

Flow 

Rank 

Rank 

Profits 

flupr 

Flow 

Rank 

1969  1968 

Company          ($000,000) 

1968 

($000,000)  1969 

1969  1968 

Company          ($000,000)     1968 

($000,000)   1969       1 

381      ■ 

Swift 

22 

tt 

54 

265 

441     428 

Cen  III  Pub  Service 

18 

3.6 

32 

405 

382     347 

Carrier 

22 

—8.7 

33 

388 

442     430 

Trans  Union  Corp 

18 

4.6 

34 

379 

383     390 

Westvaco 

22 

5.4 

44 

313 

443     483 

Lone  Star  Cement 

18 

19.8 

33 

383 

384     360 

Glen  Alden 

22 

—2.4 

41 

333 

444     440 

Lubrizol 

18 

78 

24 

457 

385      ■ 

U  S  Smelting  &  Ref 

22 

158.8 

26 

446 

445    437 

PNB  Corp  Phila 

18 

16.1 

19 

491 

386     377 

Maytag 

22 

1.7 

26 

447 

446     486 

Black  &  Decker 

18 

18.0 

21 

480 

387     449 

American  Petrofina 

21 

31.6 

35 

370 

447     450 

Marshall  Field 

18 

81 

23 

460 

388     427 

Jewel  Companies 

21 

21.7 

39 

340 

448    467 

Arizona  Public  Serv 

18 

12.5 

35 

371 

389       ■ 

Lucky  Stores 

21 

48.6 

31 

407 

449     438 

Broadway-Hale 

18 

5.2 

27 

439 

390     402 

Dun  &  Bradstreet 

21 

11.0 

25 

453 

450     488 

Delmarva  Power  &  Lt 

17 

17.9 

29 

425 

391       ■ 

Missouri  Pacific  R  R 

21 

—4.8 

58 

248 

451     479 

Marlennan 

17 

15.6 

19 

494 

392     388 

Donnelley  R  R  &  Sons 

21 

2.2 

35 

367 

452      ■ 

Reliance  Electric 

17 

36.4 

23 

466 

393     368 

ACF  Industries 

21 

—2.2 

39 

341 

453     456 

Southwstn  Pub  Serv 

17 

6.9 

28 

430 

394     469 

Anchor  Hocking  Glass 

21 

35.4 

30 

421 

454     412 

Cluett  Peabody 

17 

—6.1 

23 

463 

395     436 

Joseph  Schlitz 

21 

25.0 

30 

415 

455    448 

Pittston 

17 

5.4 

33 

386 

396     423 

Dow  Jones 

21 

17.6 

25 

455 

456     358 

Pennwalt 

17 

—24.5 

30 

414 

397     408 

Parke-Davis 

21 

11.5 

31 

412 

457    453 

Dillingham 

17 

6.0 

36 

356 

398      ■ 

Rapid-American 

21 

90.3 

44 

316 

458     460 

Indianapolis  Pwr  &  Lt 

17 

7.9 

28 

432 

399     411 

Franklin  N  Y  Corp 

21 

274 

23 

467 

459     465 

Outboard  Marine 

17 

9.0 

23 

470 

400      ■ 

SCM 

21 

58.0 

40 

339 

460     478 

Kayser-Roth 

17 

12.2 

24 

456 

401       ■ 

Fluor 

21 

72.4 

33 

392 

461       ■ 

Willamette  Inds 

17 

20.4 

27 

440 

402     454 

Commonwealth  Oil  Ref 

21 

27.1 

26 

448 

462     457 

Hoover 

17 

5.7 

25 

449 

403     362 

Franklin  Life 

21 

—7.2 

22 

476 

463     500 

Hilton  Hotels 

17 

17.5 

36 

361 

404      ■ 

Interiake  Steel 

20 

62.3 

33 

384 

464     475 

Chi  Pneumatic  Tool 

17 

10.2 

20 

487 

405     357 

Texas  Gas  Trans 

20 

—10.8 

49 

286 

465     296 

Crowell-Collier  Mac 

17 

—41.5 

24 

459 

406     382 

Air  Reduction 

20 

—3.2 

48 

292 

466      ■ 

University  Computing 

17 

98.3 

37 

349 

407     391 

National  Gypsum 

20 

—1.4 

40 

337 

467     149 

Northwest  Industries 

17 

—68.0 

56 

255 

408     472 

Harris-lntertype 

20 

30.5 

26 

443 

468      ■ 

Wachovia 

17 

20.0 

19 

495 

409     490 

Zaie 

20 

35.7 

23 

464 

469      ■ 

USM 

17 

29.4 

37 

348 

410 

Morton-Norwich 

20 

—i.2 

31 

408 

470    446 

Am  Broadcasting  Cos 

17 

2.5 

32 

396 

411     442 

Chesebrough-Pond's 

20 

21.9 

23 

468 

471     493 

Sybron 

17 

13.3 

22 

474 

412     498 

Bank  of  New  York 

20 

0.2 

22 

473 

472      ■ 

Utah  Power  &  Light 

17 

16.1 

27 

442 

413     372 

Trans  World  Airlines 

20 

—77 

116 

104 

473     304 

Buriington  Northern 

17 

—69.1 

85 

162 

414      ■ 

Pullman 

20 

37.4 

31 

411 

474    496 

Heublein 

17 

13.7 

23 

462 

415    424 

San  Diego  Gas  &  Elec 

20 

11.8 

35 

366 

475     283 

Federal  Nat  Mort  Assoc 

16 

6.4 

16 

500 

416      ■ 

Tecumseh  Prods 

20 

37.4 

23 

469 

476      ■ 

Chromalloy  Amer  Corp 

16 

43.3 

23 

471 

417      ■ 

Questor 

20 

51.1 

25 

450 

477     386 

Brown  Shoe 

16 

—22.1 

22 

472 

418     326 

Crum  &  Forster 

20 

—23.0 

20 

489 

478      ■ 

Becton  Dickinson 

16 

17.2 

21 

479 

419     425 

Louisville  G  &  E 

19 

9.1 

31- 

410 

479      ■ 

Great  Western  United 

16 

130.6 

22 

478 

420     462 

Chubb 

19 

22.6 

19 

492 

480    439 

Rep  Nat  Bank  Dallas 

16 

8.9 

17 

497 

421     431 

Rochester  Gas  &  Elec 

19 

11.7 

30 

422 

481     432 

Norton 

16 

—5.3 

29 

426 

422     429 

Seattle-First  Nat  Bk 

19 

28.1 

19 

493 

482     494 

Factor  (Max) 

16 

9.1 

19 

496 

'.23     451 

Melville  Shoe 

19 

17.3 

23 

461 

483     246 

Kaiser  Industries 

16 

—54.3 

24 

458 

24      ■ 

Pacific  Car  &  Fdry 

19 

35.0 

22 

475 

484     471 

Pitney-Bowes 

16 

3.1 

31 

409 

25     350 

General  Am  Oil  Texas 

19 

—18.8 

33 

389 

485    482 

Girard 

16 

18.4 

21 

484 

426     379 

National  Airlines 

19 

—10.4 

45 

306 

486      ■ 

ARA  Services 

16 

27.1 

33 

391 

427     447 

Harsco 

19 

15.0 

34 

380 

487      ■ 

Copper  Range 

16 

63.4 

22 

477 

428       ■ 

Castle  &  Cooke 

19 

75.0 

30 

423 

488      ■ 

Republic  Corp 

16 

72.8 

21 

483 

429     406 

Sherwin-Williams 

19 

—1.9 

28 

434 

489      ■ 

Hart  Schaff  &  Marx 

16 

10.4 

21 

482 

430     398 

Kansas  City  Pow  &  Lt 

19 

—4.7 

30 

413 

490      ■ 

Naico  Chemical 

16 

138 

21 

481 

431     463 

Northrop 

19 

17.5 

28 

429 

491       ■ 

Disney  (Walt)  Prod 

16 

20,5 

23 

465 

432    474 

Detroit  Bank  &  Trust 

18 

35,4 

20 

488 

492    497 

Plough 

16 

8.3 

17 

498 

433      ■ 

Gr  Western  Financial 

18 

29.8 

20 

486 

493     481 

Liberty  Nat  Life  Ins 

16 

4.8 

17 

499 

434      ■ 

Allis-Chalmers 

18 

tt 

36 

353 

494      ■ 

Seatrain  Lines 

16 

11.9 

27 

437 

435    459 

Montana  Power 

18 

15.7 

25 

452 

495      ■ 

Zapata  Norness 

16 

127.0 

34 

376 

436    477 

Koppers 

18 

20.5 

36 

364 

496    407 

Superior  Oil 

16 

—16.4 

32 

397 

437      ■ 

Cummins  Engine 

18 

39.5 

32 

402 

497     499 

Scovill  Mfg 

16 

7.8 

27 

435 

438    421 

Pittsburgh  National 

18 

17.3 

20 

490 

498    470 

William  WrigleyJr 

16 

0.7 

20 

485 

1439    441 

So  Carolina  El  &  Gas 

18 

10.1 

30 

417 

499      ■ 

Tampa  Electric 

16 

17.5 

25 

451 

|440      ■ 

Armour 

18 

50.4 

35 

369 

500      ■ 

Pet 

16 

92.9 

27 

438 

'  Not  on  500  list  in  1968.  '  Not  comparable 

tt  Deficit  to  profit. 
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14 

■ 
432 


WHERE  THEY  RANK:  1969 


Market 

Net 

Capital 

Assets 

Revenues 

Assets 

• 

Revenues 

Value 

Profits 

Expenditures 

Company  (and  montti  fiscal  year  ended) 

($000) 

($000) 

375 

103 

279 

447 

Abbott  Laboratories  (Dec) 

387,609 

403,887      ! 

■ 

442 

393 

283 

ACF  industries  (Apr) 

420,625 

274,862      : 

89 

■ 

■ 

449 

Acme  Markets  (Mar) 

295,542 

1,471,080 

368 

275 

330 

■ 

Addressograph>Multigrapli  (July) 

360,169 

416,125     \ 

423 

■ 

■ 

■ 

Admiral  (Dec) 

200,198 

354,394      J 

24 

■ 

325 
362 


112 


109 

■ 

■ 

280 

406 

228 

Aetna  Life  &  Casual^  (Dec) 
Air  Products  &  Chemicals  (&{it) 
Air  Reduction  (Dec) 
Albertson's  (Mar) 


9,171,561 

3.305,119 

361,150 

221,510 

550,210 

487,264 

58,959 

420,126 

268,343 

253,271 

■ 

■ 

■ 

■ 

351 

Alexander  &  Baldwin  (Dec) 

268,343 

253,271 

■ 

■ 

■ 

■ 

379 

Alieglieny  Airlines  (Dec) 

157,298 

121,037 

■ 

304 

■ 

376 

354 

Allegbeny  Ludium  Steei  (Dec) 

440,927 

536,468 

234 

■ 

319 

232 

83 

Allegiieny  Power  System  (Dec) 

1,090,501 

251,450 

156 

104 

184 

107 

120 

Allied  Cliemical  (Dec) 

1,524,002 

1,316,063 

292 

124 

492 

378 

219* 

Allied  Stores  (Jan) 

879,865 

1,201,796 

■  188  ■  ■  ■  Allied  Supermarkets  (June) 

347  200  ■  434  380  Alli»-Cli8(mers  Manufacturing  (Dec) 

84  82  65  46  46  Aluminum  (kimpany  of  America  (Dec) 

260  182  390  77  48  Amerada  Hess  (Dec)' 

162  153  209  240  67  American  Airiines  (Dec) 


221,313 
702,617 

2,428,466 
982,157 

1,490,798 


877,894 
804,737 

1,545,239 
899,888 

1,032,960 


■ 

466 

■ 

■ 

■ 

American  Bakeries  (Dec) 

; 

91,482 

311,344  1 

160 

101 

114 

62 

290 

American  Brands  (Dec)^ 

1,507,873 

1,361,319   1 

497 

224 

468 

470 

461 

American  Broadcasting  (kimpanies  (Dec) 

Moi 

466,953 

720,924  1 

178 

68 

164 

117 

125 

American  Can  (Dec) 

'WM 

1,371,621 

1,723,729  ' 

257 

144 

90 

70 

144 

American  Cyanamid  (Dec) 

fl| 

1,000,872 

1,087,098  ' 

■ 

■ 

■ 

■ 

477 

American  District  Telegraph  (Dec) 

126,312 

97,129 

67 

268 

69 

57 

17 

American  Electric  Power  (Dec) 

2,786,608 

612,515 

■ 

■ 

■ 

379 

438 

American  Enka  (Dec) 

• 

5 

266,869 

256,787 

44 

130 

116 

67 

■ 

American  Express  (Dec) 

4,137,290 

1,172,117 

205 

■ 

■ 

■ 

■ 

American  Fletcher  (Dec) 

1,244,818 

67.115  ; 

104 

335 

■ 

380 
481 


237 
125 
347 

■ 
275 


220 
23 
68 

■ 
383 


222 
45 

348 
■ 

272 


346 
417 

■ 
482 


American  General  Insurance  (Dec) 
American  Home  Products  (Dec) 
American  Hospital  Suppiy  (Dec) 
American  Investment  (Dec)tt 
American  Machine  &  Foundry  (Dec) 


2,002,484 
725,556 
339,265 
622,969 
485,881 


691,770 
1,192,970 
446,229 
219,756 
594,152 


278 

■ 

289 
181 


213 
218 


137 


427 


103 


209 
257 


Ameiican  Metal  Climax  (Dec) 
American  Motors  (Sept) 
American  National  Corp  (Dec) 
'  mprican  National  insurance  (Dec) 


■  Not  on  500  list,     t  Plus  stock,     tt   Includes  unconsolidated  sut^.:-„ 
All  per  stiare  data  adjusted  for  stock  splits  and  dividends  tlirough  May  15, 


^ 


940,920 

385.005 

884,592 

1,359,792 


753.490 

737,449 

53,619 

275,607 


'  Company  estimate.  1)  Amerada  Hess:  All  1969  figures  include  Amerada  Petroleum  and  He 

1970.  Chemical:  merged  in  June  1969 

2)  American  Brands:  Formerly  American  Tobacco. 
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PER  SHARE  DATA:  1969 

Common 
Market  Value 

Net  Profits 

Cash  Flow 

Capital 
Expenditures 

A 

Extraordinary 

Market 

($000) 

($000) 

($000) 

($000) 

Cdt/Chg  (-) 

Earnings 

Dividend 

Price  (Dec.  31) 

1,028,994 

32,415 

43,423 

22,402 

—0.21 

2.37 

1.08 

761/4 

276,409 

21,187 

38,680 

41,810 

3.75 

2.40 

49 

120,164 

10,745 

.    25,674 

22,268 

3.55 

2.00t 

393/4 

489.586 

26,596 

42,751 

15.741 

3.31 

1.40 

61 

64,475 

1,492 

8,749 

5.461 

0.29 

none 

121/2 

972.858 

67,589 

67,589 

1.02 

2.67 

1.30 

383/4 

209,785 

13,619 

32,349 

42,538 

2.36 

0.20t 

391/2 

185,824 

20,326 

47,573 

55,300 

1.80 

1.15 

163/8 

51,076 

4,681 

8,585 

6,000 

0.82 

0.36 

87a 

193,767 

7,914 

22,494 

32,509 

0.83 

0.80 

21 

33,296 

—9,562 

329 

29.364 

—1.36 

—3.02 

none 

101/2 

168,590 

22,350 

35,863 

31,911 

3.44 

2.40 

351/2 

428,835 

39,333 

72,843 

166,808 

1.90 

1.29 

20% 

676,368 

68,029 

190.262 

119,300 

2.44 

1.20 

241/2 

236.815 

22,163 

40.899 

60,000 

2.63 

1.40 

285/8 

48,436 

1,722 

9,320 

16,446 

0.44 

0.60 

123/8 

224.490 

18,423 

36.267 

29,240 

1.51 

none 

21 

1,532,160 

122,376 

244.285 

247,324 

5.58 

1.80 

711/4 

326,645 

84,656 

115.264 

244,645 

—0.05 

2.38 

0.15 

301/8 

623,641 

38,468 

133,169 

195,822 

0.05 

1.90 

0.80 

303/4 

27.162 

—3.177 

3,802 

6,274 

—0.77 

—1.90 

0.75 

131/2 

958,958 

98,501 

128,399 

41,152 

3.65 

2.00 

353/4 

258,165 

16,761 

32,276 

21,365 

—0.12 

2.32 

1.60 

361/2 

725,041 

64,569 

128,966 

114,991 

3.48 

2.20 

40^8 

1,170,153 

89.870 

144,704 

95,833 

2.02 

1.25 

263/8 

143,608 

6,448 

22,304 

20,544 

1.22 

0.40 

271/4 

1,506,250 

106,329 

181,747 

457,375 

2.20 

1.60 

301/8 

224,831 

22,100 

33,791 

23,355 

2.76 

1.10 

281/8 

954.786 

91.052 

91,052 

0.69 

3.82 

0.95 

631/2 

83,605 

7,549 

8,345 

728 

5.32 

2.48 

571/2 

594.785 

41,027 

41,027 

—0.10 

1.25 

0.50 

231/2 

3,561,047 

123,287 

140,452 

33,000 

2.34 

1.40 

7178 

1,520,758 

25,002 

30,131 

24,927 

0.77 

0.23 

451/8 

82,320 

7,530 

9,617 

1,169 

1.24 

1.10 

15 

330,429 

33,505 

57,801 

20,200 

1.85 

0.90 

I81/2 

857,385 

69,090 

96,300 

63,040 

2.92 

1.33 

361/4 

164,556 

4,928 

39,156 

47,000 

0.26 

none 

8% 

81,000 

8,692 

10,016 

4.34 

1.00 

401/2 

292,875 

13,782 

13,782 

0.42 

0.38 

8% 
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150 
■ 

324 
302 
214 


WHERE  THEY  RANK:  1969 

» 


Market 
Assets      Revenues      Value 


Net  Capital 

Profits     Expenditures 


Company  (and  month  fiscal  year  ended) 


308 


209 
105 


267  173  96  American  Natural  Gas  (Dec) 

457  387  329  American  Petrofina  (Dec) 

■  ■  ■  American  Security  Corp  (Dec) 

120  58  416  American  Smelting  &  Refining  (Dec) 

324  238  200  American-Standard  (Dec) 


Assets 
($000) 


1,555,596 
209,697 
750,513 
824,574 

1,205,322 


Revenues 
($000) 


528,927 

233,944 

46,676 

770,982 

1,307,393 


241 


312 

2 

471 

86 


2 
498 
479 
178 


335 
355 


222 


American  Sugar  (June)* 

American  Telephone  &  Telegraph  (Dec) 

Amfac  (Dec) 

AMK  (Oct)* 

AMP  (Dec) 


304,481 

43,903,121 

290,506 

1,051,222 

167,216 


514,523 

15,683,767 

304,369 

1,495,727 

211,256 


■  488  265             ■  478  Affipex(Apr) 
126  95  191            60  112  Anaconda  (Dee) 

■  ■  438  394  404  Anchor  Hocidng  Glass  (Dec) 

■  316             ■              ■                  ■  Anderson-Clayton  (June)' 
434  247             61  200  191  Anheuser-Busch  (Dec) 


307,594 
1,763,676 
186,332 
337,136 
549,529 


296,319 
1,410,608 
270,926 
503,821 
666,609 


462 


274 
■ 

456 
277 


239 
478 


486 
296 


448 


433  ARA  Services  (Sept) 

■  Areata  National  Corp  (lune) 

■  Archer-Daniels-Midland  (June) 

■  Arden-Mayfair  (Dec) 

306  Arizona  Public  Service  (Dec) 


241,680 
137,370 
144,806 
137,152 
511,529 


596,156 
157,715 
320,787 
588,071 
131,034 


447 


■ 

411 

■ 

118 

77 

141 

390 

51 

446 

479 

292 

124 

336  289  Arkansas  Louisiana  Gas  (Dec) 

■  ■  Arlan's  Dept  Stores  (Jan) 

63  117  Armco  Steel  (Dec) 

440  348  Armour  (Oct) 

141  206  Armstrong  CorJi  (Dec) 


461,697 
126,280 
1,846,144 
607,224 
487,725 


219,162 

363,998 

1,565,488 

2,153,357 

552,349 


2C6  136  236  161  110  Ashland  Oil  (Sept) 

499  207  263  301  361  Associated  Dry  Goods  (Jaft) 

■  ■  ■  ■  332  Atlantic  City  Electric  (Dec) 
42  37  22  18  19  A«antic  Richfield  (Dec)* 

■  395  ■  ■  ■  A-T-0  Ine  (Dec)' 


846,412 
466,182 
309,351 
4,235,425 
236,991 


1,151,499 

784,569 

72,043 

2,691,181 
378,950 


■  ■  ■              ■  423  Automation  Industries  (Dec) 
73  113  460  170  256  Avco  (Nov)!!' 

■  ■  377  ■  ■  Avery  Products  (Nov) 

■  253  13             78  297  Avon  Products  (Dec) 
400  226  385            ■  245  Babcock  &  Wilcox  (Dec) 


141,863 

2,653,636 

76,506 

364,132 

592,972 


191,982 
1,254.902 
110,507 
656,660 
718,566 


272 
386 
174 


481 


445 
107 


258 


37 


197 


34 


99  Baltimore  Gas  &  Electric  (Dec) 

■  Banco  Popular  de  Puerto  Rico  (Dec) 

■  BancOhio  Corp  (Dec) 

■  Bangor  Punta  (Sept) 

■  UankAmerica  Corp  (Dec) 


948,826 

299,816 

615,708 

41,814 

1,404,348 

71,162 

373,654 

329,923 

25,573,116 

1,298,526 

119 

164 

354 

62 


435 


412 


Bank  of  California  N  A  (Dec) 
Sank  of  the  Commonwealth  (Detroit)  (Dec) 
■^v'k  of  Hawaii  (Dec) 
^  If  New  York  (Dec)* 


1,830,131 

1,487,550 

691,515 

2,932,314 


117,326 

103,517 

45,605 

186,176 


■  Not  on  500  list,     t  Plus  stock,     tt   Includes  unconsolidated  sut»idiiries. 

tAII  figures  are  preliminary. 

All  per  share  data  adjusted  for  stock  splits  and  dividends  through  May  15,  1970, 


3)  American  Sugar:  Changed  fiscal  year  end  from  calendar  year  to  fiscal  year  to 
end  June  30.  1969  results  are  unaudited  for  the  12  months  ended  June  30. 

4)  AMK:  All  1969  figures  are  unaudited  and  include  United  Fruit,  9%  for  three 
months  and  83%  for  nine  months  of  the  fiscal  year  ended  October  31.  Com- 
pany has  announced  that  it  will  change  to  a  calendar  year  basis  in  1969. 
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Common 
Market  Value 

Net  Profits 

Cash  Flow 

Capital 
Expenditures 

PER  SHARE  DATA:  1969 

Extraordinary 

Market 

($000) 

($000) 

($000) 

($000) 

Cdt/Chg{-) 

Earnings 

Dividend 

Price  (Dec.  31) 

502.881 

51,051 

106,247 

143,000 

3.29 

2.00 

323/8 

264,847 

21,440 

34,727 

35,649 

2.81 

0.85 

345/8 

70,009 

9,486 

10,444 

4.30 

1.65 

313/4 

936,771 

100,808 

116,044 

25,048 

0.05 

3.47 

1.90 

323/8 

423,913 

38,594 

76,950 

66,795 

0.21 

2.12 

1.00 

343/8 

82,048 

10,013 

19,426 

5,000 

2.22 

1.60 

231/8 

26,707,962 

2,198,698 

4,514,408 

5,731,495 

4.00 

2.40 

485/8 

234,073 

11,531 

18,969 

17,649 

0.04 

2.31 

0.80 

49 

246,810 

26,004 

49,267 

58,625 

—0.34 

3.36 

0.30 

30 

691,334 

24,280 

33,732 

17,562 

1.98 

0.48 

561/2 

507,191 

13,702 

23,966 

20,426 

1.35 

none 

463/4 

659,466 

99,313 

149,245 

127,016 

4.54 

2.20 

301/8 

282,773 

21,005 

29,846 

26,638 

3.11 

0.80 

413/4 

125,680 

6,434 

12,639 

7,749 

1.97 

1.20 

40 

1,629,360 

45,311 

75,374 

70,984 

2.03 

0.80 

73 

547,443 

15,901 

33,002 

23,612 

3.28 

0.90 

117 

246,842 

30,360 

35,826 

12,000 

3.17 

4.47 

0.14 

411/2 

89,152 

3,394 

6,600 

15,504 

2.45 

1.60 

56 

31,331 

2,198 

7,620 

8,100 

0.19 

0.56 

0.45 

111/4 

181,688 

17,547 

34,715 

39,520 

1.65 

1.02 

213/8 

271,431 

25,855 

41,024 

41,300 

1.43 

1.70 

27 

51,338 

3,957 

6,612 

7,095 

0.00 

0.20 

I81/2 

826,948 

95,674 

160,367 

122,883 

3.01 

1.58 

285/8 

272,454 

18,093 

34,755 

32,740 

—1.16 

2.43 

1.60 

42 

900,754 

58,072 

78,359 

64,766 

1.03 

2.25 

0.78 

353/8 

553,324 

52,343 

100,376 

130,750 

2.30 

1.20 

261/4 

511,254 

29.788 

41,949 

31,120 

2.47 

1.20 

423/8 

148,780 

14,385 

23,428 

35,369 

1.83 

1.30 

211/2 

3,813,529 

227,174 

493,332        * 

418,381 

—0.05 

4.10 

1.90 

861/8 

83,705 

10,695 

16,801 

9,655 

0.27 

1.07 

0.11 

111/8 

100,892 

6,707 

12,481 

24,318 

0,04 

0.80 

none 

121/8 

263,787 

51,447 

68,079 

47,360 

3.12 

1.20 

23 

336,047 

6,296 

8,879 

8,097 

0.73 

0.17 

401/8 

.4,930,282 

84,293 

92,106 

40,400 

2.93 

1.80 

1711/2 

329,271 

5,725 

19,164 

50,523 

0.46 

1.36 

265/8 

517,531 

45,899 

72,035 

141,006 

2.60 

1.68 

311/4 

79,500 

5,404 

5,404 

3.60 

1.17 

53 

143,418 

12,310 

13,551 

2,700 

2.64 

i.oot 

303/4 

47,265 

—8,567 

2,262 

10,854 

—4.27 

-2.83 

0.60t 

15 

2,202,245 

152,213 

152,213 

4.43 

2.20 

641/8 

83,063 

6,640 

8,997 

11,890 

2.28 

1.20 

281/2 

118,716 

12,536 

12,536 

2.48 

1.45 

26 

107,770 

7,315 

12,564 

1,457 

0.03 

4.41 

1.86 

65 

283,632 

19,966 

22,164 

3.53 

1.68 

48 

I  Anderson  Clayton:  Changed  fiscal  year-end  from  July  to 
'June;  revenue  and  profits  are  for  11  months. 

Atlantic  Richfield:  All  1969  figures  include  Sinclair  Oil; 

merged  in  March  1969. 


7)  ATO:  Formerly  "Automatic"  Sprinkler. 

8)  Avco:  All  1969  figures  include  Seaboard  Finance;  merged 
in  January  1969. 


9)  Bank  of  New  York:  All  1969  figures  include  County  Trust 
Company;  merged  in  1969. 
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The  Dimensions  of  American  Business 


WHERE  THEY  RANK:  1969 


Market         Net  Capital 

Assets     Revenues      Value        Profits     Expenditures       Company  (and  month  fiscal  year  ended) 


313 

■ 

12 

340 

367 

■ 

183 

■ 
146 


224 


375 


Bank  of  the  Southwest  (Houston)  (Dec) 
Bankers  Trust  New  York  Corp  (Dec) 
Barnett  Banks  of  Florida  (Dec) 
Baxter  Laboratories  (Dec) 
Baystate  (Dec) 


Assets 
($000) 


795,538 

9,696,364 

658,034 

204,417 

1,241,360 


Revenues 
($000) 


41,645 
453,730 

44,773 
160,302 

76,027 


106 


485 
444 


127  213  316  Beatrice  Foods  (Feb) 

122  478  ■  Becton  Dickinson  (Sep) 

■  ■  340  Beico  Petroleum  (Dec) 
439  ■                 ■  Bell  &  Howell  (Dec) 

■  ■  428  Bemis(Dec) 


438,978 
186,237 
204,649 
229,914 
234,590 


1,307,274 

205,808 

90,545 

297,794 

331,461 


261  90  327  143  282  Bendix  (Sept) 

85  147  241  139  ■  Beneficial  Finance  (Dee)tt 

55  31  87  31  21  Bethlehem  Steel  (Dec) 

■  ■  247  446  ■  Black  &  Decker  (Sept) 

■  ■  422  ■  ■  Block  H  &  R  (Apr) 


980,143 
2,369,995 
3,224,244 

173,263 
18,306 


1,467,917 

1,069,571 

2,927,657 

221,772 

32,773 


77 

33 

216 

105 

67 

46 

238 

66 

195 

271 

145 

197 

■ 

370 

■ 

79 

302 
163 


161 

Boeing  (Dec) 

145 

Boise  Cascade  (Dec)'^ 

232 

Borden  (Dec) 

241 

Borg-Warner  (Dec) 

■ 

Borman's  inc  (Jan)" 

*1 


2,602,444 

2,830,000 

1,984,048 

1,725,834 

1,068,585 

1,740,185 

948,934 

1,086,973 

76,506 

411,943 

371 

■ 

472 

347 

156 

Boston  Edison  (Dec) 

652,053 

200,276 

392 

177 

39 

108 

347 

Bristol-Myers  (Dec) 

SHn              606,155 

928,242 

259 

476 

449 

■ 

Broadway-Hale  (Jan) 

'mmm        423,387 

639,661 

■ 

■ 

■ 

457 

Brooklyn  Union  Gas  (Dec) 

'H             331,684 

134,435 

383 

■ 

477 

■ 

Brown  Shoe  (Oct) 

'              192,239 

394,996 

344 

381 

■ 

431 

Brunswick  (Dec) 

411,771 

449,602 

283 

■ 

■ 

389 

Biuid  (Dec) 

402,022 

569,164 

■ 

474 

■ 

285 

Buiiker-Ramo  (Dec) 

210,962 

254,660 

189 

65 

128 

88 

107 

Burlington  Industries  (Sept) 

1,297,114 

1,764,675 

64 

169 

■ 

473 

142 

Buriington  Northern  (Dec)'* 

2,875,817 

953,946 



229 

72 

428 


340 
■ 

474 
338 


215 
173 
186 
491 
484 


494 

164 

■ 

305 


29 

308 

88 


146 
159 
172 


52  Burroughs  (Dec) 

116  C 1. 0/B  &  0  Railroads  (Dec) 

271  Campbell  Soup  (July) 

■  Campbell  Taggart  (Dec) 

■  Cannon  Mills  (Dec) 


153 
330 
223 


231 

324 
382 


■ 

338 
143 
335 


Capital  Holding  Corp  (Dec) 
(^rbotundum  (Dec) 
Carnation  (Dec) 
CaroHna  Pow«f  &  Ught  (Dec) 
Carrier  (Oct) 


■ 

■ 

500 

■ 

■ 

Cartsr  Wallace  (Mar) 

■ 

351 

400 

428 

487 

Castle  3.  Cooke  (Mar) 

135 

54 

32 

38 

130 

Caterpillar  Tractoi  (Dec) 

136 

116 

150 

85 

75 

Cttamtte  (Dec) 

1,115,516 

2,671,636 

554,555 

124,141 

252,144 


715,859 
270,085 
490,231 
718,631 
399,017 


93,675 

415,440 

1,661,617 

1,654,400 


751,819 
946,949 
884,463 
294,617 
299,379 


137,232 
290,426 
964,404 
187,298 
535,972 


115,106 

442,907 

2.001,636 

1,249,900 


■  Not  on  500  list,     t   Plus  stock,     ft   Includes  unconsolidated  subsidiaries 

All  per  shire  data  adjusted  lor  stock  splits  and  dividends  through  May  IS,  1970. 


10)  Boise  Cascade:  All  1969  figures  include  Ebasco  Industries:  merged  in  August 

1969. 
U)  Borman's:  Formerly  Borman  Food  Stores. 
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A  Roster  of  the  Country's  Biggest  Corporations 


Common 

Net  Profits 

Cash  Flow 

Capital 
Expenditures 

PER  SHARE  DATA:  1969 

Market  Value 

Extraordinary 

Market 

($000) 

($000) 

($000) 

($000) 

Cdt/Chg  (-) 

Earnings        Dividend 

Price  (Dec.  31) 

106,524 

8,274 

9,243 

3.42               1.48 

44 

679,547 

40,832 

46,142 

15,100 

3.99              2.84 

663/8 

73.276 

4,708 

4.708 

0.08 

1.51               0.93 

213/4 

806,837 

13,560 

17,875 

29,902 

0.02 

0.52               0.09 

295/8 

130,788 

13.291 

14.906 

0.07 

4.27               1.50 

42 

894,324 

43,668 

60,742 

38,000 

1 

1.89               0.98 

361/4 

928,672 

16,264 

21,439 

17,102 

1.01               0.31 

573/8 

179.579 

13,024 

19.944 

33,746 

1.96              0.50 

2678 

281,394 

10,971 

16.398 

7,919 

0.01 

2.02              0.60 

54 

111,502 

8,547 

18,687 

24,095 

1.88              0.95 

261/8 

415.758 

56.181 

83,668 

41,858 

0.44 

4.15               1.60 

331/4 

541,773 

58,454 

58,454 

4.08               1.60 

461/4 

1,194,097 

156,532 

369,644 

411,755 

3.56                1.75 

271/8 

535.589 

17,580 

21,267 

7,712 

2.39               1.20 

721/4 

298,430 

3.280 

3.604 

0.62              0.24 

55 

609,834 

10,230 

132,456 

86,907 

0.47                1.20 

281/8 

2.022,989 

84,010 

132,800 

95,527 

2.85              0.25 

761/4 

654,557 

29,625 

66,138 

54,169 

—0.64 

1.04               1.20 

23 

645,850 

52,048 

82,861 

51,475 

2.65               1.25 

34%                               1 

39,286 

4.607 

7,693 

4,375 

1.55               0.80 

13V4 

252,045 

25,107 

45,224 

89.527 

3.10              2.08 

333/4 

2,183,850 

67,606 

80,968 

32,843 

2.23               1.20 

75 

248,835 

17,504 

26,573 

17,000 

2.36               1.00 

39y8 

125,978 

13,217 

20,450 

21,643 

0.06 

2.46               1.72 

243/4                  ; 

210,269 

16,269 

22,261 

11,274 

2.40               1.50 

303/4 

331.322 

14.469 

27,616 

23,676 

0.78              0.10 

173/4                  1 

97,265 

10,243 

22,698 

27,824 

1.63              0.80 

17'/2                                              1 

249,986 

14,106 

30,999 

41,761 

0.07 

0.60              none 

13% 

892,096 

78,135 

151,011 

133,651 

3.01               1.40 

341/8 

126,706 

16,613 

85,154 

97,167 

—2.71 

1.21             none 

41'/8 

2.711.886 

55.199 

119,011 

222,774 

3.32              0.58 

1573/8 

447,175 

52,552 

123,816 

123,142 

6.05              4.00 

511/2 

U89,198 

51,218 

82,075 

43,876 

1.54              1.10 

35% 

75,922 

7,737 

17,200 

16,736 

3.45              1.80 

34 

134,856 

15.487 

27,191 

18,248 

8.26              4.00 

72 

225.148 

14,089 

14,089 

1.38              0.39 

22 

173,660 

14,716 

24,340 

18,163 

4.03              1.40 

47»/2 

769,831 

39,568 

54,066 

33,937 

5.18              1.55 

1003/4 

411.905 

27,384 

45,470 

97,090 

2.05              1.42 

321/2 

591.345 

21,908 

33,161 

34,518 

1.40              0.58 

381/4 

233,864 

9,559 

11,372 

4,236                    1 

—0.03 

1.27              0.45 

31 

316.865 

18,711 

29,529 

20,102 

0.36 

1.88              0.60 

301/2 

■2,417.655 

142,473 

238,348 

109,951 

2.51               1.20 

421/2 

799,320 

79,500 

176,200 

176,400 

0.23 

5.64              2.00 

60 

)  rlington  Northern:  All  1969  figures  Include  the  Chicago,  Burlington  «nd 
incjr;  Great  Northern,  and  Northern  Pacific,  pro  forma,  merged  In  March 
'70.  Market  value  shown  Is  for  March  3.  1970. 
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The  Dimensions  of  American  Business 


WHERE  THEY  RANK:  1969 


Market         Net  Capital 

Assets      Revenues      Value        Profits     Expenditures 


m: 


(and  month  fiscal  year  ended) 


Assets 
($000) 


Revenues 
($000) 


230  449  135  136  119  Central  &  South  West  (Dec) 

401  ■■  ■  ■  (^iitrai  Bancorporation  (Dec) 

■  ■  ■  ■  458  Central  Hudson  Gas  &  Electric  (Dec) 

■  ■  ■  ■  445  Central  Illinois  Light  (Dec) 

■  ■  ■  441  358  Central  IDinois  Public  Service  (Dec) 


1,107,553 
591,101 
227,477 
266,590 
376,533 


327,081 
37,776 
63,542 
80,058 

116,628 


211 

■ 
411 


289 


375  373 


374 
343 


148 


C^eiitrai  Louisiana  Bectric  (Dec) 

Central  Maine  Power  (Dec) 

Central  National  Bank  Cleveland  (Dec) 

Central  Soya  (Aug) 

Central  Telephone  &  UtiNfies  (Dec) 


208,828 
300,578 
1,216,839 
172,621 
576,257 


52,288 

70,681 

73,248 

556,691 

187,043 


435 

329 

■ 

223 

274 

Cerro  (Dec) 

548,935 

477,234 

■ 

■ 

371 

322 

■ 

Champion  Spark  Phig  (Dec) 

220,662 

277,196 

28 

■ 

386 

365 

■ 

Chatter  New  York  (Dec) 

6,214,890 

286,239 

4 

161 

56 

65 

■ 

Chase  Manhattan  (Dec) 

22,168,231 

996,501 

■ 

487 

■ 

■ 

391 

Chemetron  Corp  (Dec) 

295,837 

297,469 

11 

281 

149 

135 

■ 

■ 

225 

411 

346 

■ 

■ 

■ 

■ 

■ 

■ 

■ 

464 

■ 

427 

■ 

476 

■ 

40 

8 

58 

73 

12 

304 

435 

448 

420 

■ 

Chemical  New  York  (Dec) 
Chesebrough-Pond's  (Dec) 
Chi  Milwaukee  St  Paul  &  Pacific  R  R  (Dec) 
Chicago  Pneumatic  Tool  (Dec) 
Chromalioy  America  Corp  (Dec) 


9,739,484 

574,706 

185,933 

230,908 

705,169 

275,573 

164,809 

159,765 

214,767 

351,228 

327 
80 


52 
475 
295 
406 


328 


102 
500 
100 
138 


266 


Chrysler  (Dec) 

Chubb  (Dec) 

Cincinnati  Beil  Tel  (Dec)'* 


362 

■ 

357 

257 

158 

andnnati  Gas  &  Electric  (Dec) 

665,596 

247,292 

■ 

493 

■ 

■ 

■ 

Cincinnati  Milling  Machine  (Dec) 

235,874 

293,071 

32 

181 

186 

126 

■ 

CITrinanciat(Dec)tt 

5,599,039 

906,349      ' 

99 

79 

101 

40 

49 

Cities  Service  (Dec) 

2,065,600 

1,561,600      . 

125 

■ 

■ 

■ 

■ 

Citizens  &  Southern  Natl  Bank  Atlan  (Dec) 

1,769,581 

127,527 

399 

■ 

■ 

■ 

■ 

Citizens  Fidelity  Bank  &  Trust  Co  (Dec) 

596,558 

30,897 

250 

410 

231 

188 

■ 

City  Investing  (Apr)'* 

1,016,221 

364,060 

500 

■ 

■ 

■ 

■ 

City  National  Bank  Beverly  HUts  (Dec) 

466,120 

31,290 

438 

■ 

■ 

■ 

■ 

aty  National  Bank  (Detroit)  (Dec) 

546,141 

33,687 

■ 

392 

■ 

■ 

■ 

City  Stores  (Jan) 

177,446 

380,384 

■ 

256 

339 

237 

446 

Ciark  Equipment  (Dec) 

444,246 

645,446 

■ 

■ 

493 

■ 

491 

Ciark  Oil  &  Refining  (Dec) 

ii 

130,953 

277,497 

315 

233 

421 

346 

■ 

226 

463 

■ 

458 

454 

136 


405 

■ 


Cleveland  Electric  Illuminating  (Dec) 
Cleveland  Trust  (Dec) 
Clevsland-Cliffs  Iron  (Dec) 
Clinton  Oi!  (Dec) 
Cluett  ?eabody  (Dec) 


179 

142 

14 

196 


106 

317 

47 

243 


■ 

168 
131 
387 


CI^A  Financial  (Dec) 

Coistal  States  Gas  Producing  (June) 

Coca^k):;  fDec) 

f'nls  t"-Pa!^'C'iive  iOec) 


741,092 

2,521,502 

220,127 

96,211 

314,324 


■  Not  on  500  list,     t  Plus  stock,     tt  includes  unconsolidated  sub<:i 

All  per  share  data  adjusted  for  stock  splits  and  dividends  through  May  lb.  19/0. 


3,414,648 
490,190 
870,593 
580,390 


218,498 
146,071 
101,730 
35,968 
478,201 


1,350,760 

287,549 

1,365,443 

1,141,592 


-   1  iiinati  Bell  Telephone:  Formerly  Cincinnati  &  Suburban  Bell  Telephone. 
14)  City  Investing:  All  1969  figures  include  Home  Insurance;  acquired  in  August 
1968. 
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FORBES,   MAY  15,   1970 


A  Roster  of  the  Country's  Biggest  Corporations 


Common 

Net  Profits 

Cash  Flow 

Capital 
Expenditures 

PER  SHARE  DATA:  1969 

Market  Value 

Extraordinary 

Market 

($000) 

($000) 

($000) 

($000) 

Cdt/Chg  (— )     Earnings        Dividend 

Price  (Dec.  31) 

859.418 

59,273 

94,855 

120,502 

2.66               1.80 

40V4 
21 

52,668 

5,918 

5,918 

4.75               1.00 

76,162 

8.781 

15.880 

21,625 

2.28               1.48 

22y« 

111.261 

10.728 

19,966 

22,785 

1.92               1.32 

21% 

183.141 

18.072 

31,602 

31,341 

1.58               1.12 

17% 

138.292 

8.960 

14,474 

29,918 

1.26              0.91 

22 

111.776 

11.133 

20,163 

33,247 

1.42               1.13 

leys 

106.272 

9,575 

10,251 

7,232 

2.89               1.30 

32 

187.514 

11.055 

17,383 

10,385 

1.71               0.80 

28^8 

339,284 

22,430 

48,393 

94,725 

1.36              0.84t 

22 

204,617 

41.005 

54,771 

43,420 

5.04               1.60t 

26% 

348.755 

27,429 

32,899 

18,200 

2.24               1.20 

28% 

328,463 

23,138 

25,904 

3.35               2.00 

471/2 

1.657,708 

93,359 

93,359 

2.93               1.75 

52 

86,833 

12,936 

27,708 

27,546 

0.46             3.36               1.40t 

231/2 

804,960 

59,921 

64,960 

4.31               2.60 

60 

586.911 

20,015 

23,077 

7,116 

1.73               0.94 

501/2 

32.700 

—5,641 

12,955 

11,553 

—0.28             0.86               0.40 

10% 

173,666 

16,891 

19,780 

4,698 

3.45               1.95 

351/2 

217,298 

16,376 

22,596 

17,445 

2.05              0.44 

30% 

1.648,006 

88,771 

426,271 

646,296 

1.87               2.00 

34% 

271,079 

19,301 

19,301 

4.11               1.90 

573/4 

125,171 

11,639 

27,384 

44.117 

3.44               2.40 

363/4 

372,048 

34,953 

54,757 

88,000 

2.14               1.40 

24                                   j 

155,078 

14,940 

21,612 

13.326 

4.11               1.40 

431/2 

675,500 

62,441 

62,441 

3.15               1.80 

35 

1,069,280 

133,400 

239,200 

242.800 

0.20             4.31               2.00 

40 

181.800 

10,873 

14,979 

1.09              0.57 

18 

44,800 

5,240 

5,570 

500 

6.55               2.00 

56 

571,247 

48,121 

54,343 

14.251 

1.83               0.26 

28% 

28,800 

2,272 

2,747 

1.44               0.80 

'8                                      I 

18.838 

2,210 

2.210 

3.23               1.17 

271/2 

33.038 

2,715 

2,715 

—0.28             0.86               0.40 

10% 

398,442 

38,605 

49,742 

22.492 

3.21               1.40 

33 

236,640 

13,015 

19,277 

19.847 

1.83               0.40 

331/4 

436,609 

39,241 

59,552 

100,446 

2.92               2.04 

32% 

298,750 

25,164 

26,552 

10.07               3.48 

1191/2 

156,520 

40,532 

46,179 

5,360 

6.04             9.85               1.60 

40 

262,099 

9,772 

11,950 

26,515 

0.00               0.40 

9% 

264,414 

17,224 

23,353 

8,993 

1.86               0.90 

30'/8 

689.148 

68,149 

68,149 

0.64             1.90               0.47 

23% 

825.295 

27,905 

43,213 

83,933 

1.47               none 

44% 

1,729,293 

121,020 

162,885 

109,909 

2.11               1.32 

821/4 

647.965 

37,802 

56,480 

28,202 

2.55               1.20 

44% 
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The  Dimensions  of  American  Business 


WHERE  THEY  RANK:  1969 


f 

Market 

Net 

Captal 

Assets 

Revenues 

Value 

Profits 

Expenditures 

■ 

378 

■ 

291 

■ 

269 

■ 

■ 

■ 

■ 

■ 

311 

403 

221 

■ 

426 

303 

133 

78 

96 

325 

Company  (and  month  fiscal  year  ended) 


Assets 
($000) 


Revenues 
($000) 


Collins  Radio  (July) 

Colonial  Stores  (Dec) 

Colorado  Interstate  (Dec) 

Colt  Industries  (Dec) 

Columbia  Broadcasting  System  (Dec) 


369,361 
117,017 
334,526 
588,545 
823,085 


400,233 
611,216 
208,292 
729,214 
1,158,912 


111  208  147  84  66  Columbia  Gas  System  (Dae) 

■  ■  ■  ■  246  Columbus  &  Southern  Ohio  Electric  (Dec) 

■  ■  100  334  ■  Combined  Insurance  Co  of  America  (Dec) 
424  195  345  306  434  Combustion  Engineering  (Dec) 


1,893,964 
399,583 
224,289 
562,412 


773,517 
100,401 
194,825 
820,634 


279 

■ 

■ 

■ 

■ 

Commerce  Bancshares  Missouri  (Dec) 

928,668 

51,873        1 

60 

202 

63 

42 

18 

Commonwealth  Edison  (Dec) 

2,948,143 

801,149 

■ 

■ 

■ 

402 

208 

Commonwealth  Oil  Refining  (Dec)                      M 

H|               278,497 

181,726 

■ 

■ 

232 

■ 

233 

Communications  Satellite  (Dec)                         9 

|H 

47,034 

B 

■ 

332 

■ 

308 

Computer  Sciences  (Mar)                                  w 

HH                 74,938 

64,607 

■ 

■ 

499 

■ 

■ 

Computing  Software  (Oct) 

28,515 

64,738 

17  384  234  192  ■  Coniil  (Dec)'  = 

258  ■■  ■  ■  Connecticut  Bank  &  Trust  Hartford  (Dec) 

34  71  81  206  ■  Connecticut  General  Insurance  (Dec) 

46  155  108  44  33  Consolidated  Edison  (Dec) 

364  84  123  184  324  Consolidated  Foods  (June) 


7,630,623 

991,216 

5,335,901 

4,069,553 

661,793 


392,021 

64,168 

1,618,029 

1,028,254 

1,512,062 


■  343             ■              ■  294  Consolidated  Freightways  (Dec) 

■  ■              ■              ■  420  Consolidated  Leasing  of  America  (July) 
210  288  276  175  134  Consolidated  Natural  Gas  (Dec) 

121  295  156  111  60  Consumers  Power  (Dec) 

D  ■              ■              ■  260  Contnenta!  Aif  Lines  (Dec) 


255,755 

119,217 

1,218,305 

1,808,525 

399,144 


450,557 
76,722 
559,869 
549,775 
255,660 


387 
215 

54 

■ 
63 


63 
103 

■ 
43 


75 
111 
441 

72 


69 

100 
■ 
30 


109 


24 


Continental  Bank  Norristown  Pa  (Dec) 
Continental  Can  (Dec) 
Continental  Corp  (Dec) 
Continental  Mortgage  Investors  (Mar) 
Continental  Oil  (Dec) 


609,170 
1,199,504 
3,225,192 

200,896 
2,896,616 


42,030 
1,780,019 
1,326,045 

17,380 
2,395,600 


242 

■ 

252 

289 

92 

Continental  Telephone  (Dec) 

1.039,942 

280,768 

38 

156 

57 

157 

151 

Control  Data  (June)tt 

JH             4,715,705 

1,022,560 

■ 

290 

■ 

■ 

492 

Cook  United  (Dec)'*                                         - 

n|^H                172,780 

555,436 

■ 

■ 

■ 

487 

■ 

Copper  Range  (Dec) 

H^H 

102,251 

437 

307 

53 

180 

273 

C:)ming  Glass  Works  (Dec) 

^^B 

530,569 

283 

120 

169 

145 

278 

CPC  International  (Dec)"' 

909,266 

1,218,029 

408 

294 

■ 

■ 

314 

Crane  (Dec) 

imB 

550,707 

33 

447 

356 

287 

■ 

Crocker  Nat'onal  Corp  (Dec) 

^^m 

328,782 

■ 

386 

370 

465 

■ 

Crowell-Collier  &  MacMillan  (Dec)                      ' 

^^m 

390,251 

■ 

■ 

■ 

■ 

333 

Crown  Central  Petroleum  (Dec) 

^m 

96,126 

254 
275 


403 
180 
327 
424 


388 
145 

■ 


370 
154 
418 

■ 


349 
170 


Crown  Cork  &  Seal  (Dec) 
Crown  Zellerbach  (Dec) 
Crun  &  Forster  (Dec) 
Cudhy  (Oct) 


n 


341,305 

1,009.003 

943,205 

72,830 


370,903 
914,391 
479,952 
353,969 


■  Not  on  500  list,      t   Plus  stock       ft   Includes  unconsolidated  subsi.i      ,.  s  15)   Comll    Formerly  Contmentallllmois  National  Bank     17)  CPC  International;  Formerly  Corn  Prodi 

All  per  share  data  adjusted  for  stock  splits  and  dividends  through  Ma)   15,  1970   16)  Cook  United:  Formerly  Cook  Coffee. 
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A  Roster  of  the  Country's  Biggest  Corporations 


PER  SHARE  DATA:  1969 

Common 

Net  Profits 

Cash  Flow 

Capital 
Expenditures 

A 

Market  Value 

Extraordinary 

Market 

(WOO) 

($000) 

(WOO) 

($000) 

Cdt/Chg  (-) 

Earnings 

Dividend 

Price  (Dec.  31) 

104,251 

8,932 

20,023 

41,091 

3.01 

0.80 

35'/8 

62.304 

7,531 

13,745 

10,324 

2.64 

1.45 

22 

146,615 

13,589 

29,144 

38.665 

2.87 

1.60 

3678 

156.123 

5,525 

22,668 

24,154 

0.16 

1.00 

24% 

1,292,460 

71,944 

97,246 

36,285 

2.65 

1.40t 

483/4 

806,806 

81,489 

144,157 

195,990 

2.66 

1.60 

26 

166.600 

15,376 

27,420 

50,296 

2.59 

1.72 

293/4 

1,075,788 

26,174 

26,174 

1.50 

0.50 

615/8 

388.926 

29,037 

42,250 

23,558 

0.51 

5.97 

2.40 

82 

99,855 

10,110 

11,604 

278 

4.56 

1.45 

45 

1,580,063 

132,345 

233,286 

432,546 

3.00 

2.20 

371/2 

216.555 

20,565 

25,538 

63.446 

1.73 

0.60 

I8V4 

565,000 

7,129 

24,610 

53,794 

0.71 

none 

561/2 

409,803 

6,393 

9,015 

39,383 

0.03 

0.53 

0.01 

33'/8 

233,873 

4,155 

4.473 

1,062 

1.11 

none 

653/4 

554,404 

46.875 

49,757 

3,947 

0.05 

2.78 

1.50 

32^8 

106,352 

9,501 

9,501 

6.07 

2.45 

68 

1,263,306 

44,379 

45,148 

8,740 

2.47 

0.70 

70'/4 

998,631 

127,189 

223,104 

304,953 

2.47 

1.80 

251/2 

911,412 

49,690 

67,975 

36,609 

2.06 

1.00 

411/8 

152,845 

14,425 

29.831 

40,731 

2.59 

1.00 

271/2 

36,360 

3,333 

15,549 

24,552 

0.87 

none 

10 

486,984 

50,979 

88,818 

103,000 

2.70 

1.76 

253/4 

762.762 

66,960 

118,841 

205.103 

2.79 

1.90 

331/2 

146,791 

3,207 

37,203 

46,593 

0.29 

0.50 

123/4 

65.714 

7,250 

7,845 

664 

3.20 

1.55t 

29 

1,318,734 

90,374 

150,225 

132,400 

4.77 

2.20 

721/8 

980,076 

70,589 

70,589 

0.06 

2.87 

1.80 

46 

278,544 

6,654 

6,654 

0.50 

0.50 

42 

1,385,553 

157,068 

277.099 

352,800 

0.21 

2.98 

1.50 

261/2 

525,376 

31,420 

70,512 

149,352 

1.28 

0.70 

213/8 

1,653,116 

53,336 

102,838 

92,759 

0.43 

3.62 

none 

116 

160,298 

10,122 

15,063 

19,796 

2.62 

0.50 

411/4 

150,669 

15,866 

21,871 

12,138 

7.13 

0.50t 

67% 

1,764.014 

50,030 

82,776 

43,713 

7.26 

3.25 

2541/2 

720.657 

55,297 

90,222 

42,804 

2.42 

1.70 

311/2 

100.766 

11,602 

25,956 

38,326 

0.82 

4.48 

1.60t 

395/8 

373.659 

31,585 

34,715 

3.03 

0.80 

353/4 

350,109 

16,876 

23,648 

7,885 

—0.09 

1.25 

none 

27 

18,466 

502 

2,974 

35,352 

0.59 

none 

213/4 

353,785 

23,005 

36,914 

32,730 

1.11 

none 

171/8 

807,694 

53,963 

102,340 

82,739 

2.29 

1.53 

343/4 

205,175 

19,579 

19,579 

3.32 

1.65 

363/4 

29,555 

7,165 

9,093 

6,092 

0.91 

2.68 

none 

123/4 
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The  Dimensions  of  American  Business 


WHERE  THEY  RANK:  1969 

' 

Market 

Net 

Capital 

Assets 

Revenues 

Assets 

Revenues 

Value 

Profits 

Expenditures 

Company  (and  month  fiscil  year  eiKted) 

($000) 

($000) 

■ 

372 

■ 

437 

■ 

Cummins  Engine  (Dec) 

278,065 

410,633 

■ 

490 

■ 

■ 

455 

Curtiss-Wright  (Dec) 

290,139 

295,009 

■ 

■ 

456 

325 

■ 

C  prus  Mines  (Dec) 

230,272 

113,465 

■ 

483 

■ 

■ 

■ 

Dan  River  Mills  (Dec) 

282,468 

299,591 

■ 

254 

402 

266 

425 

Dana  (Aug) 

411,247 

651,669 

396 

230 

139 

204 

214 

Dart  Industr'es  (Dec) 

599,975 

707,489       ' 

■ 

455 

■ 

■ 

319 

Dayco  (Sept) 

215,749 

321,365 

382 

183 

240 

360 

150 

Dayton  Hudson  (Jan)'* 

620,784 

888,357 

467 

■ 

■ 

368 

194 

Dayton  Power  &  Light  (Itec) 

499,697 

162,605     • 

173 

152 

201 

150 

309 

Deere  (Oct) 

1,404,847 

1,043,033 

460 

251 

424 

364 

362 

Dei  Monte  (Feb) 

518,530 

662,228 

■ 

■ 

■ 

450 

225 

Delmarva  Power  &  Lt  (Dec) 

365,778 

101,483 

375 

310 

228 

234 

57 

Delta  At  Lines  (June) 

634,265 

516,113 

345 

■ 

■ 

■ 

■ 

Denver  U  S  Bancorp  (Dec) 

709,189 

42,009 

496 

■ 

■ 

■ 

■ 

Deposit  Guaranty  Nat  Bank  Miss  (Dec) 

467,004 

31,125 

96 

■ 

■ 

432 

■ 

Detroit  Bank  &  Trust  (Dec) 

2,156,177 

122,624 

134 

326 

211 

128 

53 

Detroit  Edison  (Dec) 

1,662,505 

482,080 

■ 

319 

289 

253 

373 

Diamond  international  (Dec) 

357,732 

498,094 

368 

299 

451 

294 

284 

Diamond  Shamrock  (Dec) 

656,803 

541,259 

■ 

415 

■ 

■ 

■ 

Di  G'orgto  (Dec) 

147,528 

361,804 

■ 

■ 

117 

■ 

■ 

Digital  Equipment  (June) 

61,849 

87,867     ! 

491 

311 

420 

457 

307 

Dillingham  (Dec) 

471,222 

514,785     ' 

■ 

■ 

177 

491 

367 

Disney  (Walt)  (Sept) 

238,174 

148,367 

430 

■ 

■ 

■ 

■ 

Dominion  Bankshares  (Dec) 

552,399 

32,596 

■ 

468 

284 

392 

386 

Donnelley  R  R  &  Sons  (Dec) 

271,612 

307,879 

76 

61 

44 

37 

23 

Dow  Chemical  (Dec) 

2,619,776 

1,797,057     ' 

■ 

■ 

143 

396 

■ 

Dow  Jones  (Dec) 

96,850 

123,252 

388 

232 

490 

241 

287 

Dresser  Industries  (Oct) 

609,094 

700,148 

176 

434 

181 

149 

36 

Duke  Power  (Dec) 

1,398,976 

342,088 

■ 

498 

214 

390 

■ 

Dun  &  Bradstreet  (Dec) 

186,457 

288,847 

51 

19 

12 

12 

22 

OuPont  E 1  De  Nemours  (Dec) 

3,451,000 

3,655,300 

352 

■ 

407 

298 

141 

Duquesne  Light  (Dec) 

694,290 

149,904 

244 

190 

■ 

■ 

393 

Eastern  A'r  Lines  (Dec) 

1,030,348 

869.563 

■ 

■ 

467 

■ 

384 

Eastern  Gas  &  Fuel  Associates  (Dec) 

370,240 

213,513 

66 

34 

4 

11 

37 

Eastman  Kodak  (Dec) 

2,830,068 

2,747,180 

328 

149 

175 

129 

217 

Eaton  Yale  &  Towne  (Dec) 

735,506 

1,054,309 

■ 

■ 

489 

■ 

■ 

Eckerd  Jack  (July) 

55,845 

129,455 

■ 

■ 

408 

■ 

■ 

Economics  Laboratory  (June) 

56,367 

103,195 

110 

184 

303 

186 

73 

El  Paso  Natural  Gas  (Dec) 

1,908,466 

887,715 

■ 

■ 

54 

■ 

■ 

Electronic  Data  Systems  (June) 

26,363 

16,035 

■ 

358 

■ 

372 

■ 

ELTRA  (Sept) 

277,782 

431,943       -- 

■ 

260 

74 

181 

430 

Emerson  Electric  (Sept) 

397,380 

628,427 

■ 

■ 

■ 

■ 

469 

Empire  District  Electric  (Dec) 

85,923 

25,026        1 

421 

99 

222 

258 

■ 

Engelhard  Minerals  &  Chemicals  (Dec) 

566,661 

1,366,024 

»ii'^°i°!!K^'"'Ii'\*      ]  ''!"5V°'^'';    1.      r  .        ,,     ,     .     .  18)  Dayton  Hudson:  All  1969  figures  include  Dayton  Corp  and  J. L.  Hudson; 

All  per  shire  dit<  adjusted  lor  stock  splits  an.l  :li«idends  tlirough  May  15,  1970.  merged  in  June  1969. 
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A  Roster  of  the  Country's  Biggest  Corporations 


PER  SHARE  DATA:  1969 

Common 

Net  Profits 

Cash  Flow 

Capital 
Expend'tures 

Market  Value 

Extraordinary 

Market 

($000) 

($000) 

(SOOO) 

($000) 

Cdt/Chg  (-) 

Earnings 

Dividend 

Price  (Dec.  31) 

216,145 

18,350 

31,698 

16,665 

2.71 

0.66 

32>/2 

141.083 

12,274 

20,813 

21,886 

1.36 

1.00 

17 

265,392 

27.062 

33,585 

6,167 

0.65 

5.81 

1.40 

57 

68.203 

573 

11,867 

17.523 

0.05 

1.15 

121/8 

316,173 

33.778 

48,240 

24,249 

2.52 

1.21 

235/8 

828.962 

44.468 

71,120 

61.295 

2.28 

0.30t 

481/2 

81.030 

8.482 

14.353 

37,839 

2.82 

1.11 

273/8 

546.032 

23.673 

40.389 

92.765 

1.49 

0.50 

341/2 

230.374 

23.025 

35.930 

70.069 

2.28 

1.58 

241/2 

635,188 

54,135 

85,552 

39.148 

3.67 

2.00 

43'/8 

297,877 

23.239 

35.569 

30.937 

2.01 

1.10 

253/8 

181,659 

17.487 

29,044 

56.765 

1.65 

1.08 

19 

583,313 

39,191 

96.067 

209.763 

—0.01 

2.05 

0.40 

301/2 

45.621 

5,062 

6.531 

851 

2  09 

1.00 

I81/2 

44.889 

4.179 

4.179 

2.19 

0.85 

235/8 

147.060 

18.463 

19.767 

1.794 

7.53 

2.58 

60 

616.754 

61.428 

107.616 

221,873 

1.95 

1.40 

213/8 

474.507 

35.671 

53.346 

30,164 

3.02 

1.80 

401/4 

269.564 

30.671 

66,590 

41,763 

1.54 

1.40 

181/2 

74.793 

6.426 

9.577 

10.528 

0.23 

1.66 

0.57 

im 

949,498 

9.329 

10.535 

3.072 

1.03 

none 

1005/8 

299.488 

17.163 

35.964 

39.384 

0.26 

1.40 

0.38 

263/8 

692.780 

15,804 

23,208 

30,444 

3.49 

0.30t 

134 

47.268 

4,633 

5.252 

3.045 

0.05 

2.54 

1.08 

26 

475.533 

21,235 

35,209 

28,417 

1.10 

0.40 

2454 

2.073.573 

148,722 

326.604 

370,600 

4.91 

2.50 

685/8 

825,026 

20.848 

24.519 

6.722 

1.48 

1.33 

581/2 

238,714 

38,053 

62.910 

41,714 

2.90 

1.40 

251/4 

685.580 

54,417 

97,073 

282,806 

2.05 

1.40 

291/2 

611,208 

21,297 

24,908 

4,991 

2.05 

1.33 

581/2 

4,944.345 

356,200 

682,600 

391.400 

7.35 

5.25 

105 

313.453 

30,019 

46,680 

98.458 

207 

1.66 

233/4 

172,869 

—2,323 

75.172 

27,427 

—0.27 

0.38 

141/2 

.  258,428 

12,702 

26,376 

28,520 

0.03 

1.32 

nonet 

261/2 

13,307,269 

401,135 

532,145 

282,054 

2.49 

1.22 

823/8 

694,712 

60,887 

82,755 

60,413 

3.46 

1.40 

40^8 

239.051 

6,156 

7,137 

0.91 

0.16 

341/2 

311.075 

6,623 

8,333 

2,643 

0.61 

0.20 

283/4 

452.032 

48,517 

133.729 

177,051 

1.66 

1.00 

171/8 

1,753.800 

3,426 

4,150 

1,910 

0.30 

none 

150 

212,025 

22.589 

31,793 

15,449 

2.88 

1.18 

271/2 

1,340,924 

49,935 

64,813 

23.946 

2.11 

1.00 

6O1/4 

37,216 

3,759 

6,246 

20,996 

2.46 

1.64 

271/8 

591,551 

34,716 

43,956 

13,972 

1.25 

0.40 

233/8 
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The  Dimensions  of  American  Business 


WHERE  THEY  RANK:  1969 


' 

Market 

Net 

Capital 

Assets 

Revenues 

Value 

Profits 

Expenditures 

Company  (and  month  fiscal  yea 

404 

■ 

■ 

■ 

■ 

Equitable  Trust  Baltimore  (Dec) 

■ 

293 

415 

316 

369 

Essex  International  (Dec) 

383 

314 

486 

303 

236 

Ethyl  (Dec) 

■ 

309 

■ 

■ 

334 

Evans  Products  (Dec) 

■ 

419 

■ 

377 

342 

Ex-Cell-0  (Nov) 

Assets 

Revenues 

($000) 

($000) 

586,023 

36,029 

352,221 

552,266 

619,164 

509,302 

438,621 

527,096 

304,741 

357,991 

299 


482 


Factor  (Max)  (Dec) 


■  Not  on  500  list,  t  Plus  slocK.  %  YeirEnd  ludittd  figures  not  available:  latest 

available  12'month  figuns  used. 
All  per  share  data  adjusted  lor  stock  splits  and  dividends  through  May  15,  1970, 


19)  First  Empire  State  Corp:  Formerly  Manufacturers  &  Traders  Trust. 


■ 

■ 

334 

■ 

435 

Fairchlld  Camera  &  Instrument  (Dec) 

182,100 

250,659 

■ 

463 

■ 

■ 

Fairchild  Hiller  (Dec) 

216,947 

314,794 

■ 

■ 

392 

■ 

Fedders  (Aug) 

153,941 

252,299 

9 

266 

471 

475 

Federal  National  Mortgage  Assoc  (Dec) 

11,017,940 

616,983 

231 

55 

62 

76 

135 

Federated  Department  Stores  (Jan) 

1,102,358 

1,992,669 

146 

■ 

■ 

Fidelity  Corp  Pennsylvania  <D«c) 

1,577,993 

97,424 

322 

■ 

■ 

Fidelity  Union  Trust  (Dec) 

771,061 

44,077 

419 

■ 

■ 

Fifth  Third  Bank  (Dec) 

568,809 

35,697 

225 

■ 

■ 

Financial  Federation  (Dec) 

1,141,184 

73,357 

102 

45 

70 

51 

84 

Firestone  Tire  &  Rubtwr  (Oct) 

2,019,256 

2,278,909 

377 

■ 

■ 

First  American  National  Bank  (Dec) 

629,242 

35,606 

318 

■ 

■ 

First  &  Merchants  (Dec) 

785,223 

51,700 

49 

328 

263 

First  Bank  System  (Dec) 

3,866,172 

225,911 

374 

■ 

■ 

First  Boston  Corp  (Dec) 

640,423 

35,837 

78 

354 

319 

First  Charter  Financial  (Dec) 

2,543,039 

164,256 

20 

441 

261 

138 

279 

First  Chicago  Corp  (Dec) 

7,134,616 

337,088 

203 

■ 

■ 

First  City  National  Bank  Houston  (Dec) 

1,250,120 

51,162 

224 

■ 

■ 

First  Empire  State  Corp  (Dec)" 

1,148,040 

65,806 

431 

■ 

■ 

First  Hawaiian  Bank  (Dec) 

550,858 

36,076 

468 

■ 

■ 

First  Jersey  National  (Dec) 

499,216 

30,785 

485 

■ 

■ 

First  Lincoln  Rnancial  (Dec)f 

480,000E 

29,664 

361 

■ 

■ 

First  National  Bancorp  (Dec) 

667,711 

43,657 

448 

■ 

■ 

First  National  Bank  Akron  (Dec) 

532,346 

28,944 

376 

■ 

■ 

First  National  Bank  Birmingham  (Dec) 

629,662 

33,365 

43 

496 

344 

262 

444 

First  National  Bank  Boston  (Dec) 

4,173,154 

289,738 

314 

■ 

■ 

First  National  Bank  Cincinnati  (Dec) 

794,017 

44,435 

120 

■ 

■ 

First  National  Bank  Dailas  (Dec) 

1,821,476 

87,199 

349 

■ 

■ 

First  National  Bank  Maryland  (Dec) 

699,283 

39,214 

108 

■ 

■ 

First  National  Bank  Oregon  (Dec) 

1,917,299 

118,785 

480 

■ 

■ 

First  National  Charter  (Dec) 

486.415 

23,063 

3 

165 

52 

48 

First  National  City  Corp  (Dec) 

23,091,894 

957,980 

243 

■ 

■ 

First  National  Holding  Corp  Atlanta  (Dec) 

1,031.785 

63,178 

312 

■ 

■ 

First  National  Holding  Co  Memphis  (Dec) 

795,592 

48,198 

290 

■ 

■ 

First  National  State  Bancorp  N  J  (Dec) 

883,637 

44,086     • 

■ 

236 

■ 

■ 

First  National  Stores  (Mar) 

128,934 

692,125 

447 

■ 

■ 

First  Oklahoma  Bancorp  Okia  (Dec) 

532,455 

27,976 

69 

433 

362 

First  Pennsylvania  Corp  (Dec) 

2,766,311 

181,693        1 

253 

■ 

■ 

First  Security  Corp  Salt  Lake  City  (Dec) 

1,009,527 

66,819        1 
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A  Roster  of  the  Country's  Biggest  Corpjrations 


PER  SHARE  DATA:  1969 


Common 

Net  Profits 

Cash  Flow 

Capital 
Expenditures 

Market  Value 

Extraordinary 

Market 

($000) 

($000) 

($000) 

($000) 

Cdt/Chg  (-) 

Earnings 

Dividend 

Price  (Dec.  31) 

52.460 

4.801 

4,801 

3.94 

0.40t 

43 

303  600 

27,966 

38,110 

30,402 

3.05 

1.20 

3472 

243,931 

29,524 

59,086 

53,312 

—0.34 

2.43 

0.72 

24'/4 

194,261 

14,713 

26,178 

34,656 

2.80 

0.60t 

39'/2 

193,706 

22,261 

42,446 

33,429 

2.63 

1.25 

23 

461,269 

16.013 

18,584 

3.816 

1.59 

0.57 

45% 

405,874 

2,696 

13,685 

23,532 

0.39 

0.62 

0.50 

923/4 

56.950 

13.138 

18.404 

5,874 

1.42 

2.88 

0.15 

12'/2 

325,924 

11,697 

14.972 

6,500 

1.27 

0.35 

34 

252,552 

16.408 

16,408 

10.02 

3.84 

136 

1,608.575 

85.942 

112,932 

102,575 

1.98 

0.96 

37 

175,736 

10.050 

11.344 

5,395 

3.53 

1.63 

44 

112,856 

11,152 

11,841 

553 

4.59 

1.90 

461/2 

56,925 

7.374 

7,374 

3.24 

1.20 

25 

53,535 

1,466 

1,466 

0.44 

0.00 

le'/g 

1,485,641 

116,686 

197,235 

165,909 

4.01 

1.60 

SlVs 

60.000 

5,868 

6,339 

497 

3.91 

1.40 

40 

82,035 

7,287 

8.057 

2,595 

3.99 

1.80 

45 

413,878 

34,169 

37,705 

6,358 

4.68 

2.00 

563/4 

72,584 

4,118 

4,238 

649 

2.53 

2.00 

43 

375,122 

27,799 

28.371 

1,022 

2.68 

nonet 

361/8 

514,191 

58,594 

64,395 

42,560 

5.84 

2.05 

511/4 

135,000 

10.316 

11,349 

1,405 

2.43 

1.10 

Sl'/s 

62,784 

6,920 

8,031 

724 

2.65 

1.40 

24 

76.449 

4,800 

5.527 

1,994 

3.21 

1.60 

51 

54.209 

4,330 

5,352 

1,769 

2.84 

1.40 

351/2 

1,906 

567 

567 

0.16 

nonet 

6 1/4 

67,005 

5,526 

5,526 

3.71 

1.40 

45 

50.542 

4.745 

4,745 

3.47 

1.25t 

37 

74,000 

7,880 

8,873 

4,168 

3.58 

1.64 

351/2 

391,500 

34,499 

36,139 

22,989 

5.75 

2.85 

651/4 

87,000 

9,264 

9,831 

1,478 

2.58 

1.00 

241/8 

200,860 

12.561 

14,319 

567 

2.60 

1.25 

411/2 

70,931 

6.402 

7,542 

684 

2  64 

1.20 

291/4 

147.436 

13,759 

16,025 

6,833 

2.59 

1.14 

273/4 

44.415 

4,590 

4,894 

619 

4.65 

3.00 

45 

1,777,081 

119,414 

129,833 

4.41 

2.25 

651/2 

90,335 

6,682 

8,884 

5,441 

4.49 

2.00 

603/4 

72,000 

5.514 

6,792 

1,132 

3.68 

1.40 

48 

79,707 

8,295 

9,070 

2,537 

4.24 

1.76 

403/4 

56,978 

1,239 

8,266 

5,306 

0.15 

0.77 

0.75 

351/2 

51,450 

6,589 

6,589 

0.80 

0.16 

7 

286,386 

23,485 

24,835 

3,088 

4.39 

1.84 

531/2 

63,480 

6,828 

8,509 

1.129 

2.57 

1.50 

24 
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The  Dimensions  of  American  Business 


WHERE  THEY  RANK:  1969 


t 

Market 

Net 

Capital 

Assets 

Revenues 

Value 

Profits 

Expenditures 

Company  (and  month  fiscal  year  ended) 

227 

■ 

First  Union  Inc  St  Uiiis  Mo  (Dec)>o 

233 

■ 

First  Union  National  Bancorp  N  C  <Dec) 

464 

■ 

First  Virginia  Bankshares  (Dec) 

115 

■ 

First  Wisconsin  Bankshares  (Dec) 

■ 

431 

Fisher  Foods  (Dec) 

Assets 

Revenues 

($000) 

($000) 

1,124,085 

61,462 

1,092,118 

77,686 

509,824 

37,154 

1,868,689 

104,153 

85,168 

344,186 

391 
196 


239 
443 


405 


285 
110 


304 
156 


■  Fleming  (Dec) 

473  Flintkote  (Dec) 

359  Florida  Gas  (Dec) 

199  Florida  Power  (Dec) 

93  Florida  Power  &  Light  (Dec) 


66,167 

289,068 

352,691 

607,123 

1,264,073 


684,806 
332,393 
87,037 
144,740 
369,510 


■  355  ■  401  331  Fluor  (Oct) 

■  ■             ■  ■  411  Flying  Tiger  Line  (Dec) 
248  96  158  110  178  FMC(Dec) 

■  80  ■  ■  403  Food  Fair  Stores  (Apr) 
15  4             16  7  6  Ford  Motor  (Dec) 


230,999 
197,743 

1,021,094 
322,656 

9,148,900 


434,638 

96,893 

1,409,260 

1,555,431 

14,755,600 


459 
452 

■ 

222 
57 


83 

■ 
407 


398 


365 


340 


403 
399 


Foremost-McKesson  (Mar) 
Fort  Worth  National  Bank  (Dec) 
Foster  Wheeler  (Dec) 
Franklin  Life  Insurance  (Dec) 
Franklin  New  York  (^rp  (Dec) 


522,944 

528,724 

173,833 

1,154,828 

3,002,276 


1,541,002 

31,045 

366,801 

222,064 

180,556 


393 

470 

■ 

141 


303 
■ 

452 
430 


397 
362 


316 


312  ■  Freeport  Sulphur  (Dec) 

333  190  Fruehauf  (Dec) 

■  ■  Fulton  National  (Dec) 

■  ■  Fuqua  Industries  (Dec) 
264  153  GACCorp(Dec)tt 


293,006 
605,394 
496,000 
246,461 
1,625,772 


175,209 
536,853 
28,305 
324,190 
344,861 


414 
341 


342 


490 


239 
31 


219 
■ 

381 

6 

112 


272 
112 


470 


409 
■ 
41 
6 


59 

■ 

185 

1 

408 


470 

■ 
353 


366 
425 
305 


452 
489 


183 


6AF  (Dec) 

Gamble-Skogmo  (Jan) 

Gardner-Denver  (Dec) 

General  American  Oil  of  Texas  (June) 

General  American  Transportation  (Dec) 


■ 

466 

452 

428 

9 


15 


248 
15 


General  Bancshares  (Dec) 
General  Cable  (Dec) 
General  Development  (Dec) 
General  Dynamics  (Dec) 
General  Electric  (Dec) 


45 

■ 

189 

3 

193 


41 

■ 

247 

2 

158 


146  General  Foods  (Mar) 

462  General  Instrument  (Feb) 

366  General  Mills  (May) 

2  General  Motors  (Dec) 

50  General  Public  Utilities  (Dec) 


■               ■  395             ■  ■  General  Reinsurance  (Dec) 

22             25  27             16  7  General  Telephone  &  Electronics  (Dec) 

298  143  391  256  229  General  Tire  &  Rubber  (Nov) 

446  128  430  297  400  Gencsco  (July) 


574,197 
713,751 
161,851 
200,294 
711,625 


471,827 

226,953 

252,256 

1,066,100 

5,930,767 


455,540 

6,909,843 

832,209 

533,731 


606,254 

1,257,580 

193,734 

49,313 

304,939 


30,410 

365,770 

101,831 

2,508,755 

8,447,965 


1,176,174 

1,893,760 

271,399 

248,007 

622,357 

885,242 

14,675,736 

24,295,141 

1,890,862 

366,741 

211,402 
3,261,998 
1,087,800 
1,185,631 


■  Noton  500  list,     t  Plus  stock,     ft   Includes  unconsolidated  subsidiaries. 

All  per  share  data  adjusted  for  stock  splits  and  dividends  through  May  15,  1970. 


20)  First  Union  St  Louis  Mo:  Formerly  First  National  Bank  St  Louis. 
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' 


A  Roster  of  the  Country's  Biggest  Corporations 


> 

PER  SHARE  DATA:  1969 

Common 

Net  Profits 

(^sh  Flow 

Capital 
Expenditures 

A 

Market  Value 

Extraordinary 

Market 

($000) 

(WOO) 

(WOO) 

(WOO) 

Cdt/Chg(-) 

Earnings 
4.43 

Dividend 
2.20 

Price  (Dec.  31) 

83,353 

9,555 

10,703 

1,169 

381/2 

131,675 

7,387 

8,800 

4,532 

2.07 

1.16 

363/4 

63,945 

4,968 

4,968 

0.68 

0.34 

91/2 

128.709 

14,192 

16,300 

7.10 

2.55 

63 

91,508 

4,606 

8,221 

13,936 

0.84 

o.iot 

VV2 

58,139 

4.542 

6,751 

2,967 

0.95 

0.50 

yiVz 

134.259 

11,689 

26,921 

20,688 

1.73 

1.00 

233/4 

105,691 

8.977 

22,382 

31,200 

0.14 

1.53 

0.45 

19^/8 

475.349 

29,460 

45,761 

67,923 

2.91 

1.54 

49»/2 

990,975 

53,426 

91,673 

149,245 

3.72 

1.91 

67% 

180,067 

20.615 

32,931 

35,586 

0.49 

2.64 

nonet 

255/8 

118,170 

4,311 

15,026 

25.381 

0.95 

0.10 

26 

759,378 

67,289 

112.905 

79,440 

2.04 

0.85 

24»/2 

138,867 

12.062 

24,823 

26,741 

0.09 

1.66 

0.90 

i9y8 

4,495,662 

546,500 

1,350,200 

957,800 

5.03 

2.40 

411/8 

318,708 

25.605 

34,635 

16,500 

1.94 

0.75 

283/8 

32.942 

5,595 

6,296 

584 

0.67 

4.42 

1.20 

26 

47,233 

5,263 

9,974 

3,091 

1.68 

0.75t 

17y2 

357,136 

20,527 

21.930 

108 

0.98 

0.68 

17 

161,128 

20,687 

23.150 

3,300 

3.89 

1.43 

351/4 

319,646 

28.516 

43,104 

10,969 

1.84 

1.60 

205/8 

362,554 

26,389 

52.013 

72,500 

3.03 

1.70 

415/8 

28,050 

3,180 

3.180 

2.89 

0.84 

251/2 

181,311 

11,654 

21.034 

3,792 

—0.27 

1.86 

nonet 

29^8 

436,542 

34,084 

44,502 

90,833 

0.28 

3.54 

1.50 

62 

205,503 

11,068 

31,041 

22,090 

—0.31 

0.54 

0.40 

15% 

84,938 

13,206 

24,823 

20,016 

2.66 

1.30 

221/8 

254,953 

23,066 

27,238 

5,943 

2.85 

1.30 

313/8 

213,522 

18,946 

33,147 

18,326 

0.12 

3.48 

0.60t 

38 

376,875 

29,377 

56,618 

76,783 

2.43 

1.60 

331/2 

31,070 

4.191 

4,191 

1,100 

1.75 

0.56 

13 

258,589 

14,023 

21.031 

7,132 

0.03 

1.04 

1.10 

191/8 

269,533 

12,801 

13,829 

9,900 

1.32 

nonet 

285/8 

292,457 

2,531 

52,431 

50,032 

0.24 

i.oot 

273/4 

7,006,543 

278,015 

629,297 

530,600 

3.07 

2.60 

771/2 

2,061,666 

132,886 

172,557 

94,989 

1.19 

5.35 

2.60 

831/8 

168,378 

10,314 

19,047 

21,311 

1.49 

nonet 

281/2 

660,205 

37,547 

57,301 

30,457 

0.06 

1.83 

0.84 

35 

19,753,367 

1,710,695 

3,368,240 

1,906,942 

5.95 

4.30 

691/8 

657,672 

52,792 

98,553 

242,457 

2.00 

1.60 

24 

321,255 

15,451 

15,451 

0.64 

14.50 

1.38 

295 

3.167,160 

237,417 

556,571 

905,646 

2.23 

1.49 

30 

326,332 

35,131 

70,885 

55,142 

-0.18 

1.90 

i.oot 

183/8 

289,422 

30,283 

41,657 

27,099 

2.70 

1.60 

271/4 
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The  Dimensions  of  American  Business 


WHERE  THEY  RANK:  1969 


Market  Net  Capital 

Assets      Revenues      Value        Profits      Expenditures        Company  (and  month  fiscal  year  ended) 


Assets 

Revenues 

($000) 

($000) 

110,478 

303,789 

1,557,510 

1,160,160 

115,623 

202,179 

1,859,024 

1,139,846 

72,081 

371,492 

■ 

474 

■ 

■ 

■ 

Genuine  Parts  (Dec) 

49 

132 

34 

66 

47 

Georgia-Pacific  (Dec) 

■ 

■ 

409 

■ 

■ 

Gerber  Products  (Mar) 

16 

140 

118 

49 

40 

Getty  Oil  (Dec) 

■ 

400 

■ 

■ 

■ 

Giant  Food  (Apr) 

305 

■ 

■ 

■ 

■ 

Gibraltar  Financial  California  (Dec) 

^^^               820,313 

47,286 

■ 

270 

66 

115 

320 

Gillette  (Dec)                                                    ^ 

H               446,228 

609,557 

■ 

227 

384 

356 

356 

Gimbel  Brothers  (Jan) 

^m               448,204 

715,141 

100 

■ 

■ 

485 

■ 

Girard  (Dec)                                                     ^ 

Jm             2,038,273 

106,118 

200 

167 

■ 

384 

463 

Glen  Alden  (Dec)"                                            l| 

IH             1,256,059 

955,734 

199 

118 

283 

244 

101 

B  F  Goodrich  (Dec) 

1,256,222 

1,229,139 

70 

26 

36 

29 

35 

Goodyear  Tire  &  Rubber  (Dec) 

ji            2,763,456 

3,215,334 

■ 

433 

■ 

■ 

Gould  Inc  (June)"                                               M 

mm               269,450 

342,770 

■ 

■ 

326 

■ 

Government  Employees  Insurance  (Dec)               9 

^H               340,557 

267,878 

154 

62 

244 

174 

118 

W  R  Grace  (Dec)                                                || 

!H            1.541,474 

1,791,698 

■ 

157 

■ 

■ 

Grand  Union  (Feb) 

206,086 

1,017,413 

344 

123 

198 

219 

WT  Grant  (Jan) 

M                710,188 

1,210,918 

282 

12 

188 

201 

212 

Great  Atlantic  &  Pacific  Tea  (Feb)                        M 

Mtm               911,796 

5,436,325 

94 

■ 

464 

433 

Great  Western  Financial  (Dec)                             fl 

^m            2,177,308 

141,991 

■ 

■ 

■ 

479 

Great  Western  United  (May)                              f 

Hi              221,835 

275,260 

336  238           246  210  261  Greyhound  (Dec) 

■  129            ■  380  321  Grumman  Aircraft  (Dec) 

95  78          401  95  189  Gulf  &  Western  Industries  (July) 

417  ■■  ■  ■  Gulf  Life  Holding  (Dec)tt 

16  13            10  6  5  Gulf  Oil  (Dec) 


724,550 
372,673 

2,172,027 
570,692 

8,104,824 


688,095 
1,180,328 
1,563,564 

138,065 
4,953,281 


301 
420 
494 


114 

■ 

■ 

■ 

109 

235 


397 
299 


317 


159 

■ 
421 


438 

■ 
404 
131 


460 

■ 

204 


216 
462 
472 
453 


278 
138 


361 


259 
151 


350 


115  Gulf  Stetes  Utilities  (Dec) 

197  Halliburton  (Dec) 

■  Hamilton  National  Bank  Chattanooga  (Dec) 
383  Hammermill  Paper  (Dec) 

■  Hanna  Mining  (Dec) 


291 

■ 

461 
104 


408 
427 
489 
183 


Harris  Trust  &  Savings  Bank  (Dec) 
Harris-lntertype  (June) 
Harsco  (Dec) 

Hart  Schaffner  &  Marx  (Nov) 
Hartford  Fire  Insurance  (Dec) 


329 


314 


390 
360 


Hartford  National  (Dec) 
Havatampa  Cigar  (Dec) 
Hawaiian  Electric  (Dec) 
H  J  Heinz  (Apr) 
Heller  Walter  E  (Dec) 


212 

426 

307 

77 


209 
■ 

474 
341 


207 


392 


Hercules  (Dec) 
Hershey  Foods  (Dec) 
Heublein  (June) 
Hewlett-Packard  (Oct) 


828,640 

183,140 

567,731 

1,010,624 

468,859 

25,392 

306,012 

355,272 

282,921 

175,988 

1,880,407 
299,187 
211,257 
244,212 

1,909,408 


1,082,634 

51,565 

285,726 

599,269 

830,391 


787,341 
205,906 
217,171 
240,445 


119,507 
339,346 
272,468 
370,130 
1,162,605 


66,421 
315,821 

71,882 
790,146 

97,933 


745,991 
315,117 
304,266 
323,780 


B  Not  on  500  list,     t  Plus  stock,     ft   Includes  unconsolidated  subsidiaries. 

All  per  shire  dita  adjusted  for  stock  splits  and  dividends  through  May  15,  1970. 
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21)  Glen  Alden:   All   1969  figures  include  Schenley  Industries  consolidated 
1969. 

22)  Gould:  All  1969  figures  include  Gould-National  Batteries  and  Clevite;  mti 
in  July  1969. 
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A  Roster  of  the  Country's  Biggest  Corporations 


PER  SHARE  DATA:  1969 

Common 

Net  Profits 

Cash  Flow 

Capital 
Expenditures 

K 

Market  Value 

Extraordinaiy 
Cdt/Chg(— ) 

Market 

($000) 

($000) 

($000) 

($000) 

Earnings 

Dividend 

Price  (Dec.  31) 

174,413 

10.778 

12,251 

5.150 

2.11 

0.65 

25 

2,286,325 

91,760 

170,470 

245.840 

1.40 

0.65t 

50'/4 

309,622 

14,499 

17.334 

3,543 

1.74 

1.10 

371/4 

945,456 

119,268 

228,054 

270,232 

0.68 

5.88 

0.38 

48 

71,246 

4.842 

8.835 

9,950 

1.78 

0.53 

241/2 

58,969 

4,958 

4,958 

2.25 

none 

231/8 

1,531,898 

65,532 

78,532 

37.431 

2.25 

1.35 

521/2 

330,282 

23.500 

31.100 

2.82 

1.00 

37^8 

158,782 

15,907 

20.650 

6.21 

2.80 

62 

168,317 

21,768 

40,876 

21.310 

0.05 

0.91 

none 

81/4 

476,775 

37.801 

86,717 

137,791 

—0.15 

2.60 

1.72 

3234 

2.222,395 

158,202 

269,084 

293,308 

2.19 

0.83 

303/4 

176.879 

12,854 

22,255 

11,531 

2.71 

1.40 

361/2 

420,200 

11,857 

13,501 

3,039 

0.09 

1.55 

1.10 

55 

540,070 

51,031 

114.203 

120,646 

0.73 

2.31 

1.50 

261/2 

166,347 

13,319 

23.242 

13,833 

2.02 

0.75 

251/4 

645,263 

41,809 

50.781 

13,668 

2.99 

1.40 

47 

668,139 

45,247 

95,895 

61,415 

1.82 

1.30 

26% 

261,990 

18,458 

19,789 

4.636 

1.45 

none 

201/2 

80,847 

16,183 

21.663 

13.171 

5.51 

0.90 

39 

537,154 

43,929 

71.257 

46,508 

1.35 

1.00 

16% 

178,350 

22.088 

43,386 

37,430 

3.06 

1.00 

25 

316,556 

72.050 

113,504 

72,825 

3.15 

0.48t 

183/4 

178,753 

13,839 

13.839 

50 

0.28 

2.45 

0.33 

351/4 

6.434,546 

610.558 

1,061,328 

1.041,539 

2.94 

1.50 

31 

484,466 

34.712 

57,988 

123.273 

1.38 

0.94 

21% 

855,571 

54.125 

95,724 

68,639 

3.15 

1.05 

491/4 

106.260 

2,998 

2,998 

4.66 

1.20 

165 

148.616 

14,076 

26.007 

28,823 

2.36 

1.00 

26 

363,001 

24.766 

31,879 

10,882 

2.85 

1.23 

411/2 

167,500 

15.072 

16,840 

9,800 

6.03 

2.10 

67 

471,064 

20.125 

26,350 

11,245 

3.20 

1.00 

741/8 

151,049 

18.789 

33,616 

18,805 

2.41 

1.00 

19^/8 

263,411 

15.820 

20,887 

13,434 

1.87 

0.80 

311/8 

1.014.750 

49.770 

53,895 

14,199 

0.04 

2.29 

1.40 

461/8 

93.067 

8,830 

9,939 

2,929 

3.15 

1.60 

331/4 

16.186 

2,311 

3,649 

1,701 

0.82 

0.36 

53/4 

122,206 

9,598 

17,822 

27,746 

1.94 

1.29 

29 

413.105 

28,476 

44,134 

31.168 

2.29 

0.84 

32y8 

183.162 

14,706 

14,706 

1.41 

0.60 

19y4 

615.813 

43,944 

95,273 

63,591 

2.21 

1.20 

31 '/4 

293.585 

12,041 

16.811 

9.421 

1.01 

1.10 

243/4 

449,250 

16.570 

23.470 

10,586 

1.27 

0.75 

411/8 

1.304,083 

25.585 

36.658 

27,431                  1 

1.01 

0.10 

531/2 

-ORBES,   MAY  15,   1970 


153 


The  Dimensions  of  American  Business 


WHERE  THEY  RANK:  1969 

Revenues 

r 

Market 

Net 

Capital      1 

IHB                                   W^^K^ 

^B              Assets 

Assets 

Revenues 

Value 

Profits 

Expenditures 

Company  (and  month  fiscal  year  ended) 

^              ($000) 

($000) 

■ 

■ 

310 

463 

385 

Hilton  Hotels  (Dec) 

335,534 

244,705 

■ 

■ 

482 

■ 

■ 

Hobart  Manufacturing  (Dec) 

162,328 

201,016 

413 

301 

102 

273 

■ 

Holiday  Inns  (June) 

575,266 

538,689 

209 

94 

40 

125 

65 

Honeywell  (Dec) 

1,222,011 

1,425,993 

■ 

467 

■ 

462 

■ 

Hoover  (Dec) 

259,828 

309,319 

■ 

261 

■ 

■ 

■ 

George  A  Hormel  (Oct) 

115,788 

626,017 

81 

72 

132 

82 

■ 

Household  Finance  (Dec)tt 

2,500,618 

1,614,772 

294 

■ 

152 

189 

152 

Houston  Lighting  &  Power  (Dec) 

872,782 

262,534 

■ 

■ 

469 

■ 

104 

H9Uston  Natural  Gas  (July) 

347,082 

148,523 

■ 

■ 

■ 

■ 

441 

Howard  Johnson  (Dec) 

111,956 

268,485 

■ 

418 

■ 

■ 

■ 

Hygrade  Food  Products  (Oct) 

216 

219 

440 

225 

133 

Illinois  Central  Industries  (Dec) 

331 

■ 

301 

245 

122 

Illinois  Power  (Dec) 

191 

■ 

■ 

■ 

■ 

imperial  Corp  of  America  (Dec) 

90 

170 

162 

144 

■ 

INA  (Dec) 

58,951 

359,829 

1,197,066 

736,232 

733,835 

212,861 

1,290,933 

76,129 

2,281,148 

950,842 

267,099 

435,469 

1,252,948 

60,523 

351,813 

94,357 

1,003,230 

62,903 

689,962 

711,193 

1,326,057 

1,216,429 

238,413 

329,452 

372,112 

712,148 

324,979 

324,848 

7,389,958 

7,197,295 

■  354             ■              ■  ■  Indian  Head  (Nov) 

201            ■■              ■  ■  Indiana  National  Corp  (Dec) 

■  ■             ■458  345  Indianapolis  Power  &  Light  (Dec) 
255             ■■              ■  ■  Industrial  Bancorp  (Dec) 

355  229           249           113  255  Ingersoll-Rand  (Dec) 


185  121  273  130  94  Inland  Steel  (Dec) 

■  446            ■  ■  ■  Ifimont(Dec) 

■  228             ■  344  ■  Interco(Nov) 

■  451             ■  404  ■  Interlake  Steel  (Dec) 

18  7              1  4  4  international  Business  Machines  (Dec) 


■  ■  159  ■  ■  International  Flavors  &  Fragrances  (Dec)  91,378  94,176 
101             39  180  122  139  International  Harvester  (Oct)  2,026,210  2,652,827 

■  439  ■  ■  ■  International  Milling  (Feb)  159,809  338,962 
444  317  ■  ■  495  International  Minerals  &  Chemical  (June)  537,496  500,782 
113             64  60             53                63  International  Paper  (Dec)  1,887,431  1,777,251 


35  11  21  17  16  International  Telephone* Telegraph  (Dec)"  5,192,587  5,474,743 

■  234  ■  ■  ■  Interstate  Department  Stores  (Jan)t  263,432  702,071 
148  ■  ■  332  443  Investors  Diversified  Services  (Dec)  1,572,189  213,237 

■  244  ■  ■  ■  Iowa  Beef  Processors  (Oct)"  94,378  675,075 

■  ■  ■  ■  244  Iowa-Illinois  Gas  &  Electric  (Dec)  294,256  91,351 


■ 

■ 

■ 

■ 

396 

■ 

■ 

■ 

■ 

439 

184 

480 

360 

337 

■ 

■ 

91 

429 

388 

264 

350 

262 

380 

307 

357 

466 

280 

271 

220 

322 

484 

250 

25 

137 

295 

165 

178 

171 

105 

98 

451 

249 

251 

483 

499 

Iowa  Power  &  Light  (Dec) 
Iowa  Public  Service  (Dec) 
Jefferson  Pilot  (Dec) 
Jewel  Companies  (Jan) 
Jim  Walter  (Aug)" 


244,222 

77,515 

177,605 

64,996 

,338,352 

300,148 

405,555 

1,464,318 

696,584 

623,559 

Johns-Manville  (Dec)  ^H               501,829  583,606 

Johnson  &  Johnson  (Dec)  Hf              481,640  663,778 

Kaiser  Aluminum  &  Chemical  (Dec)  1,457,262  925,782 

Kaiser  industries  (Dec)  529,712  6^4,572 


■  Not  on  500  list,     f  Plus  stock      tt   Includes  unconsolidated  subsidiaries.  •  Company  estimate. 

%  Company  reported  capital  expenditure  figure  too  late  for  ranking.  23)  IT  &  T:  All  1969  figures  Include  Canteen  Corp  and  Grinnell;  acquired  in  April 

All  per  stiare  data  adjusted  for  stock  splits  and  dividends  ttirough  May  15,  1970.  '"<'  October  1969. 

24)  Iowa  Beef  Processors:  Formerly  Iowa  Beef  Packers. 
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A  Roster  of  the  Country's  Biggest  Corporations 


PER  SHARE  DATA:  1969 

Common 

Net  Profits 

Cash  Flow 

Capital 
Expenditures 

A 

Karttet  Value 

Extraordinary 

Market 

($000) 

(WOO) 

($000) 

($000) 

Cdt/Chg  (-) 

Earnings 

Dividend 

Price  (Dec.  31) 

444.119 

16,987 

35,746 

28,439 

0.01 

2.20 

0.95 

603/8 

245,831 

13,102 

16,038 

6,201 

2.34 

1.15 

433/4 

1,037,189 

33,066 

33,066 

0.04 

1.19 

0.19 

413/8 

2,156,177 

62.481 

145,957 

196,678 

4.15 

1.18 

1411/2 

197,115 

17,025 

25,123 

17,765 

2.57 

1.25 

29^8 

71,698 

9,236 

13,066 

10,471 

3.88 

1.25 

301/8 

872,137 

82,614 

117,183 

2.91 

1.10 

401/4 

779,702 

47,949 

74,152 

92,627 

2.27 

1.12 

381/2 

257,651 

13,435 

25,626 

136,661 

2.40 

0.80 

501/2 

184,099 

9.029 

18,082 

23,197 

0.90 

0.22 

183/8 

23,141 

—6,422 

5,073 

4,000 

—9.92 

—8.97 

none 

301/4 

279,133 

40,613 

76,488 

107,520 

3.02 

0.79 

291/4 

458.563 

37,668 

62,077 

117,726 

2.67 

1.85 

34?4 

121,622 

7,890 

8,711 

2,800 

0.99 

none 

131/2 

729,976 

55,487 

55,487 

0.51 

2.50 

1.40 

331/8 

104,459 

13,417 

24,201 

17,691 

2.86 

0.60 

245/8 

70,355 

8,243 

9,890 

2,000 

5.23 

2.00 

441/2 

157,685 

17,116 

28,077 

33,004 

2.20 

1.50 

231/2 

103,523 

9.325 

10,282 

1,562 

1.94 

0.90 

211/2 

527,683 

66.434 

90,700 

47,847 

3.91 

2.00 

351/8 

492,723 

60.884 

113,617 

147,823 

0.12 

3.17 

2.00 

27 

110,460 

9,490 

14,913 

11,159 

1.17 

0.76 

14 

193,271 

25,418 

33,332 

11,425 

3.14 

1.00 

265/8 

112.455 

20,389 

33,431 

18,422 

1.13 

4.56 

1.80 

251/2 

1,450,211 

933.873 

1,942,517 

1,647,118 

8.21 

3.60 

3641/2 

746.700 

13,538 

16,306 

4,883 

1.19 

0.40t 

651/2 

685.625 

63,787 

125,476 

99,243 

2.30 

1.80 

243/4 

66,144 

4,914 

8,650 

4,127 

1.82 

1.20 

261/2 

127,323 

—20,604 

2,679 

19,177 

—2.18 

—2.09 

0.25 

11% 

1,645,529 

115,614 

203,948 

197,786 

2.59 

1.50 

371/8 

3,873,232 

234,034 

424,231 

513,200 

2.90 

0.95 

591/4 

146,664 

8,800 

13.551 

21,500' 

1.70 

0.60 

27 

157,320 

26,406 

29,487 

23,113 

0.44 

3.71 

1.80 

36 

72,762 

3,312 

5,254 

11,820 

1.53 

none 

331/2 

105,188 

11,911 

19,949 

50,541 

2.03 

1.38 

205/8 

83.121 

8,691 

16,413 

27,297 

2.43 

1.60 

253/4 

72.703 

7,527 

13,512 

23,335 

2.00 

1.32 

205/8 

363,630 

25,792 

28,121 

4,783 

0.37 

2.82 

0.76 

30 

291,500 

21,416 

39,046 

45,121 

3.22 

1.45 

44 

331,855 

28,982 

43,990 

31,486 

0.38 

1.89 

0.40 

31 

495,930 

41,505 

56,569 

36,857 

2.48 

1.20 

30 

U20,460 

58,696 

80,369 

40,516 

1.07 

0.28 

60 

716,380 

68,511 

116,361 

142,268 

0.47 

3.63 

1.00 

375/8 

525,847 

16,002 

23,910. 

18,999 

—0.34 

0.58 

nonet 

203/4 

Walter:  All  1969  f 

• 

gures  include  U.S.  Pipe  and  Foundry;  merged  in  August 
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The  Dimensions  of  American  Business 


WHERE  THEY  RANK:  1969 

Revenues 

Market 

Net 

ii 

Capital 

1              Assets 

Assets 

Revenues 

Value 

Profits 

Expenditures 

Company  (and  month  fiscal  year  ended) 

($000) 

($000) 

372 

360 

233 

338 

159 

Kaiser  Steel  (Dec) 

643,471 

420,830 

456 

■ 

■ 

■ 

■ 

Kansas  City  Life  Insurance  (Dec) 

524,849 

71,745 

■ 

■ 

■ 

430 

327 

Kansas  City  Power  &  Light  (Dec) 

441,858 

110,649 

■ 

■ 

■ 

■ 

480 

Kansas  Gas  &  Electric  (Dec) 

217,248 

67,087 

■ 

■ 

■ 

■ 

440 

Kansas  Power  &  Light  (Dec) 

256,510 

89,425 

■ 

353 

■ 

460 

■ 

Kayser-Roth  (June) 

338,375 

440,083 

■ 

298 

161 

203 

453 

Kellogg  (Dec) 

317,117 

542,199 

■ 

396 

■ 

■ 

467 

Kelsey-Hayes  (Aug) 

204,384 

377,409     ■ 

■ 

■ 

425 

■ 

■ 

Kendall  (Dec) 

164,697 

231,454 

137 

150 

43 

27 

89 

Kennecfltt  Copper  (Dec) 

1,652,166 

1,049,989      j 

■ 

■ 

314 

■ 

456 

Kentucky  Fried  Chicken  (Sept) 

90,669 

163,827 

■ 

■ 

■ 

■ 

267 

Kentucky  Utiirties  (Dec) 

272,331 

75,907 

360 

331 

192 

267 

176 

Kerr-McGee  (Dec) 

667,940 

475,945 

■ 

■ 

■ 

■ 

398 

Keystone  Consolidated  Industries  (June) 

182,440 

183,205 

321 

206 

341 

268 

239 

Kidde  (Walter)  (Dec) 

774,537 

786,235 

286 

192 

126 

182 

198 

Kimberiy-Clark  (Dec) 

904,314 

834,714 

■ 

■ 

266 

343 

316 

King  Resources  (Dec) 

176,700 

117,791 

■ 

333 

455 

■ 

■ 

Kinney  National  Service  (Sept) 

451,747 

471,928 

■ 

306 

■ 

436 

302 

Koppers  (Dec) 

384,900 

533,312 

263 

40 

94 

94 

227 

Kraftco  (Dec) 

977,684 

2,580,905 

311 

49 

48 

152 

252 

S  S  Kresge  (Jan) 

797,526 

2,185,298     1 

353 

22 

355 

236 

180 

Kroger  (Dec) 

692,320 

3,477,164 

■ 

279 

475 

375 

■ 

Lear  Siegler  (June) 

319,305 

586,910 

246 

342 

436 

211 

494 

Leasco  Data  Processing  Equipment  (Sept)tt 

1,022,337 

451,940 

■ 

■ 

■ 

■ 

186 

Leaseway  Transportation  (Dec) 

213,721 

255,857 

237 

■ 

■ 

■ 

468 

LFC  Financial  (Dec) 

1,070,430 

67,442 

■ 

346 

312 

228 

250 

Libbey-Owens-Ford  (Dec) 

380,153 

448,322 

■ 

429 

■ 

■ 

■ 

Libbey  McNeill  &  Libby  (June) 

263,034 

345,601 

471 

■ 

■ 

■ 

■ 

Liberty  Loan  (Dec) 

494,442 

90,517 

329 

■ 

378 

493 

■ 

Liberty  National  Life  insurance  Ala  (Dec) 

735,189 

159,334 

440 

323 

473 

349 

■ 

Liggett  &  Myers  (Dec) 

544,644 

488,666 

443 

302 

24 

80 

226 

Bi  Lilly  (Dec) 

538,416 

537,240       3 

122 

■ 

■ 

■ 

■ 

Lincoln  Rrst  Banks  (Dec)" 

1,804,348 

110,878 

65 

212 

174 

142 

■ 

Lincoln  National  (Dec) 

2,868,196 

767,469       • 

61 

18 

■ 

■ 

108 

Ling-Temco-Vought  (Dec) 

2,944,336 

3,750,264 

145 

50 

106 

83 

81 

Litton  Industries  (July) 

1,580,306 

2,176,598      l« 

195 

53 

■ 

■ 

121 

Lockheed  Aircraft  (Dec) 

1,271,444 

2,074,639       1 

252 

389 

243 

285 

■ 

Loews  Theatres  (Aug)" 

1,011,424 

387,807       y 

■ 

■ 

■ 

443 

363 

Lone  Star  Cement  (Dec) 

341,142 

250,221        1 

463 

■ 

453 

363 

344 

Lone  Star  Gas  (Dec) 

510,318 

236,557       I 

276 

■ 

320 

229 

172 

Long  Island  Lighting  (Dec) 

941,711 

280,158       () 

■ 

■ 

134 

177 

220 

Louisiana  Land  &  Exploration  (Dec) 

193,258 

103,156      !j 

232 

436 

■ 

291 

149 

Louisville  &  Nashville  RR  (Dec) 

1,095,384 

340,594  j    11 

■ 

■ 

■ 

419 

410 

Louisville  Gas  &  Electric  (Dec) 

325,904 

118,276  1  n 

■  Not  on  50C 

list,     t  Plus  stock,     ft 

Includes  unconsolidated  subsid 

iaries.                               26)   Lincoln  First  Banks:  All   1969  fiei 

res  include  National  Bank  of  Westchester;        | 

All  per  share 

data  adjusted  for  stock  sp 

^Is  and  dividends  through  May  15,  1970.                              acquired  in  1969. 

27)  Loews  Theatres:  All  1969  figures 
ber  1968. 

include  Lorillard  Corp;  acquired 

In  Novem- 

156 

FORBES,    MAY 

15,    197( 

A  Roster  of  the  Country's  Biggest  Corporations 


PER  SHARE  DATA:  1969 

Common 

Net  Profits 

Cash  Flow 

Capital 
Expenditures 

A 

Market  Value 

Extraordinary 

Marl<et 

($000) 

($000) 

($000) 

($000) 

Cdt/Chg  (-) 

Earnings 

Dividend 

Price  (Dec.  31) 

556,718 

25,672 

61,938 

87,520 

3.58 

1.50 

813/4 

64,800 

7,036 

7,036 

39.06 

6.00 

360 

181,113 

18.606 

30,434 

36,097 

3.07 

1.94 

33V4 

107,901 

10.865 

17,615 

20,382 

2.13 

1.37 

22% 

123.008 

13,653 

22,651 

23,243 

1.96 

1.17 

19>/4 

181,610 

17,045 

24,300 

12,504 

2.81 

0.60 

29% 

737,262 

44,633 

57,206 

22,031 

2.48 

1.60 

41 

81.373 

10,300 

20,930 

21,048 

3.46 

1.30 

271/2 

296.286 

10,335 

12,535 

10,246 

1.59 

0.58 

46 

2,122,176 

165,395 

238,100 

152,036 

4.99 

2.40 

64 

437.396 

12,083 

15,217 

21,851 

1.25 

0.10 

43 

151.646 

14,173 

22,713 

44,112 

2.46 

1.48 

281/4 

659,051 

33,640 

64.991 

81,160 

4.40 

1.50 

893/8 

47,680 

4,672 

10,889 

27,256 

0.49 

2.49 

2.00 

253/8 

397,296 

33,604 

48,927 

52,563 

3.54 

nonet 

461/2 

897.348 

49,930 

87,670 

67,969 

2.32 

1.10 

395/8 

506.251 

25,501 

28,001 

38,000 

—0.16 

1.36 

none 

271/4 

267.420 

300 

3,214 

12,109 

—1.69 

—0.09 

0.25 

30 

186.504 

18,357 

35,521 

39,913 

3.70 

1.60 

383/4 

1.099,389 

75,625 

117.930 

56,511 

2.69 

1.68 

393/8 

1.886.921 

54,089 

74,474 

49,065 

1.57 

0.39 

543/8 

374,369 

38,730 

70,659 

77,448 

0.10 

2.94 

1.30 

281/4 

249.164 

22,366 

32,852 

18,295 

1.51 

0.48 

211/2 

283.466 

43,928 

61,913 

19,620 

1.05 

2.71 

none 

28% 

112.972 

7,859 

48,210 

73,707 

1.93 

0.50t 

283/4 

61,055 

—5.989 

4,965 

21,000 

—0.90 

none 

978 

440.713 

40,104 

56,097 

49,427 

3.18 

2.80 

413/4 

45,605 

—15,124 

9,508 

10,385 

—1.74 

—2.57 

none 

7% 

39,480 

5,030 

5,729 

1.42 

1.30 

15 

335,625 

15,743 

16,666 

1,507 

1.05 

0.26 

223/8 

251,571 

24,898 

31,623 

15,415 

2.92 

2.50 

32% 

3,445.435 

83,473 

97,397 

56,762 

2.50 

1.05 

1021/2 

147.298 

14,746 

16,651 

8,757 

4.05 

1.72 

47 

•702.235 

57,470 

61,983 

0.39 

5.22 

1.80 

721/2 

56,662 

—38,294 

56,762 

133,545 

—10.10 

—10.15 

1.33 

253/8 

1,005,794 

82,258 

136,920 

168,996 

2.37 

nonet 

361/2 

195,943 

—32,642 

11,297 

119,028 

—2.90 

1.70 

171/4 

541,425 

31,622 

42,511 

5,000 

0.37 

2.20 

0.13 

371/2 

191.249 

17,957 

33,444 

30,910 

1.98 

1.00 

221/8 

267,837 

23,312 

46,119 

33,110 

1.59 

1.12 

I81/4 

428,546 

39,970 

67,331 

82,115 

1.94 

1.29 

231/2 

860,985 

50,804 

57,826 

58,717 

2.80 

1.85 

471/2 

173,530 

31,238 

62,192 

94,526 

2.46 

12.60 

5.00 

70 

227,611 

19,319 

30,773 

25,765 

2.47 

1.48 

30% 

FORBES,   MAY   15,    1970 


157 


4 


The  Dimensions  of  American  Business 


WHERE  THEY  RANK:  1969 


Market  Net  Capital      f^HH  Assets  Revenues 

Assets  Revenues  Value  Profits      Expenditures  ^""tS'mpany  (and  month  fiscal  year  end«d)    ,  ($000)  ($000) 

372  360  233  338  159  Kaiser  Steel  (Dec)  643,471  420,830 

456  ■■  ■  ■  Kansas  City  Life  Insurance  (Dec)  524,849  71,745 

■  ■  ■  430  327  Kansas  City  Power  &  Ught  (Dec)  441,858  110,649 

■  ■              ■  ■  480  Kansas  Gas  &  Electric  (Dec)  217,248  67,087 

■  ■  ■  ■  440  Kansas  Power  &  Ught  (Dec)  256,510  89,425 

■  353  ■  460  ■  Kayser-Roth  (June)  338,375  440,083 

■  298  161  203  453  Kellogg  (Dec)  317,117  542,199 

■  396  ■  ■  467  Kelsey-Hayes  (Aug)  204,384  377,409 

■  ■  425  ■  ■  Kendal]  (Dec)  164,697  231,454 
137  150            43             27  89  Kennecott  Copper  (Dec)  1,652,166  1,049,989 

■  ■  314  ■  456  Kentucky  Fried  Chicken  (Sept)  90,669  163,827 

■  ■              ■  ■  267  Kentucky  Utilities  (Dec)  272,331  75,907 
360  331  192  267  176  Kerr-McGee  (Dec)  667,940  475,945 

■  ■             ■  ■  398  Keystone  Consolidated  industries  (June)  182,440  183,205 
321  206  341  268  239  KJdde  (Walter)  (Dec)  774,537  786,235 

286  192  126  182  198  Kimberly-Clark  (Dec)  904,314  834,714 

■  ■  266  343  316  King  Resources  (Dec)  176,700  117,791 

■  333  455  ■  ■  Kinney  National  Service  (Sept)  451,747  471,928 

■  306  ■  436  302  Koppers  (Dec)  384,900  533,312 
263  40             94  94  227  Kraftco  (Dec)  977,684  2,580,905 


311  49             48  152  252  S  S  Kresge  (Jan)  797,526  2,185,298 

353  22  355  236  180  Kroger  (Dec)  692,320  3,477,164 

■  279  475  375                 ■  Lear  Siegler  (June)  319,305  586,910  I 
246  342  436  211  494  Leasco  Data  Processing  Equipment  (Sept)tt  1,022,337  451,940 

■  ■             ■  ■  186  Leaseway  Transportation  (Dec)  213,721  255,857 


J 


237  ■  ■              ■                468             LFC  Rnancial  (Dec)                                                                 1,070,430              67,442 

■  346  312  228               250              Libbey-Owens-Ford  (Dec)                                                               380,153             448,322 

■  429  ■  ■  ■  Ubbey  McNeill  &  Ubby  (June)  263,034  345,601 
471  ■■  ■  ■  Uberty  Loan  (Dec)  494,442  90,517 
329  ■  378 

440  323  473 

443  302  24 

122  ■  ■ 

65  212  174 

61  18  ■ 

l''^  50  106             83                 81              Litton  Industries  (July)                                                                1,580,306          2,176,598  |n 

195  53  ■               ■                 121              Lockheed  Aircraft  (Dec)                                                               1,271,444           2,074,639 

252  389  243           285                ■                Loews  Theatres  (Aug)"                                                               1,011,424             387,807  |  Sll 

■  ■  ■443  363  Lone  Star  Cement  (Dec)  341,142  250,221 
463  ■  453           363               344              Lone  SUr  Gas  (Dec)                                                                      510,318             236,557 


493 

■ 

Uberty  National  Ufe  Insurance  Ala  (Dec) 

735,189 

159,334  < 

349 

■ 

Liggett  &  Myers  (Dec) 

544,644 

488,666  ' 

80 

226 

Eli  Ulty  (Dec) 

538,416 

537,240 

■ 

■ 

Uncoln  First  Banks  (Dec)''' 

1,804,348 

110,878 

142 

■ 

Lincoln  National  (Dec) 

2,868,196 

767,469 

■ 

108 

Ung-Temco-Vought  (Dec) 

2,944,336 

3,750,264 

276  ■  320           229  172  Long  Island  Ughting  (Dec)  941,711  280,158 

■  ■  134  177  220  Louisiana  Land  &  Exploration  (Dec)  193,258  103,156 
232  436  ■             291  149  Louisville  &  Nashville  RR  (Dec)  1,095,384  340,594 

■  ■  "419  410  Louisville  Gas  &  Electric  (Dec)  325,904  118,276 ' 


■  Not  on  500  list,     t   Plus  stock,      ft    Includes  unconsolidated  subsidiaries.  26)   Lincoln  First  Bankb.  All    1969  Ikuics  include  National  Bank  of  Westchester; 

All  per  sirare  data  adjusted  for  stock  splils  and  dividends  through  May  15,  1970.  acquired  in  1969. 

27)  Loew's  Theatres:  All  1969  figures  include  Lorillard  Corp;  acquired  in  Novem- 
ber 1968. 
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A  Roster  of  the  Country's  Biggest  Corporations 


PER  SHARE  DATA:  1969 

Common 

Net  Profits 

Cash  Flow 

Capital 

Expenditures 

A 

Market  Value 

Extraordinary 

Market 

($000) 

($000) 

($000) 

($000) 

Cdt/Chg  (-) 

Earnings 

Dividend 

Price  (Dec.  31) 

556.718 

25,672 

61,938 

87,520 

3.58 

1.50 

813/4 

64,800 

7,036 

7,036 

39.06 

6.00 

360 

181,113 

18,606 

30,434 

36,097 

3.07 

1.94 

331/4 

107,901 

10,865 

17,615 

20,382 

2.13 

1.37 

22% 

123,008 

13,653 

22,651 

23,243 

1.96 

1.17 

191/4 

181.610 

17,045 

24,300 

12,504 

2.81 

0.60 

29% 

737,262 

44,633 

57,206 

22,031 

2.48 

1.60 

41 

81,373 

10,300 

20,930 

21,048 

3.46 

1.30 

271/2 

296,286 

10,335 

12,535 

10,246 

1.59 

0.58 

46 

2.122,176 

165,395 

238,100 

152,036 

4.99 

2.40 

64 

437,396 

12.083 

15,217 

21,851 

1.25 

0.10 

43 

151,646 

14,173 

22,713 

44,112 

2.46 

1.48 

281/4 

659,051 

33,640 

64,991 

81,160 

4.40 

1.50 

893/8 

47,680 

4,672 

10,889 

27,256 

0.49 

2.49 

2.00 

253/8 

397,296 

33,604 

48,927 

52,563 

3.54 

nonet 

461/2 

897,348 

49,930 

87,670 

67,969 

2.32 

1.10 

395/8 

506,251 

25,501 

28,001 

38,000 

-0.16 

1.36 

none 

271/4 

267,420 

300 

3,214 

12,109 

—1.69 

—0.09 

0.25 

30 

186,504 

18,357 

35,521 

39,913 

3.70 

1.60 

383/4 

1,099,389 

75,625 

117,930 

56,511 

2.69 

1.68 

393/8 

1,886,921 

54,089 

74,474 

49,065 

1.57 

0.39 

543/8 

374,369 

38,730 

70,659 

77,448 

0.10 

2.94 

1.30 

281/4 

249,164 

22,366 

32,852 

18,295 

1.51 

0.48 

211/2 

283,466 

43,928 

61,913 

19,620 

1.05 

2.71 

none 

28% 

112,972 

7,859 

48,210 

73,707 

1.93 

0.50t 

283/4 

61,055 

—5,989 

4,965 

21,000 

—0.90 

none 

91/8 

440,713 

40,104 

56,097 

49,427 

3.18 

2.80 

413/4 

45,605 

—15,124 

9,508 

10,385 

-1.74 

—2.57 

none 

m 

39,480 

5,030 

5,729 

1.42 

1.30 

15 

335,625 

15,743 

16,666 

1,507 

1.05 

0.26 

223/8 

251,571 

24,898 

31,623 

15,415 

2.92 

2.50 

325/8 

3,445,435 

83,473 

97,397 

56,762 

2.50 

1.05 

1021/2 

147,298 

14,746 

16,651 

8,757 

4.05 

1.72 

47 

702,235 

57,470 

61,983 

0.39 

5.22 

1.80 

721/2 

56,662 

—38,294 

56,762 

133,545 

—10.10 

—10.15 

1.33 

253/8 

1.005,794 

82,258 

136,920 

168,996 

2.37 

nonet 

361/2 

195,943 

—32,642 

11,297 

119,028 

—2.90 

1.70 

171/4 

541,425 

31,622 

42,511 

5,000 

0.37 

2.20 

0.13 

371/2 

191,249 

17,957 

33,444 

30,910 

1.98 

1.00 

221/8 

267,837 

23,312 

46,119 

33,110 

1.59 

1.12 

I81/4 

1    428,546 

39,970 

67,331 

82,115 

1.94 

1.29 

231/2 

1    860,985 

50,804 

57,826 

58,717 

2.80 

1.85 

471/2 

1    173,530 

31,238 

62,192 

94,526 

2.46 

12.60 

5.00 

70 

1    227,611 

19,319 

30,773 

25,765 

2.47 

1.48 

30% 
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The  Dimensions  of  American  Business 


WHERE  THEY  RANK:  1969 


Market 

Net 

Capital 

-^ 

Assets 

Revenues 

Value 

Profits 

Expenditures .      Company  (and  month  fiscal 

■ 

397 

■ 

■ 

■ 

M  Lowenstein  &  Sons  (Dec) 

■ 

■ 

208 

444 

■ 

Lubrizol  (Dec) 

■ 

111 

349 

389 

370 

Lucky  Stores  (Jan) 

175 

174 

■ 

■ 

174 

Lykes-Ycungstown  (Dec)'* 

449 

187 

374 

353 

293 

R  H  Macy  (July) 

Assets 
($000) 


Revenues 
($000) 


262,088 
121,689 
252,615 
1,401,830 
531,320 


376,526 
165,662 
1,259,198 
945,636 
878,480 


■  300  217  235  475  Magnavox  (Dec) 

■  401  ■              ■  ■  Malone  &  Hyde  (June) 

7  276           129  104  ■  Manufacturers  Hanover  Trust  N  Y  (Dec) 

106  ■■              ■  ■  Manufacturers  National  Bank  Detroit  (Dec) 

■  ■  ■              D  448  Mapco  (Dec) 


284,824 

56,729 

11,965,348 

1,971,006 

170,590 


539,843 
371,020 
593,698 
110,810 
68,339 


188 

179 

99 

71 

58 

68 

35 

230 

112 

105 

370 

■ 

■ 

■ 

■ 

25 

390 

293 

198 

■ 

■ 

■ 

213 

451 

■ 

Maratlion  Oil  (Dec) 

Marcor  (Jan) 

Marine  Corporation  Milwaukee  (Dec) 

Marine  Midland  Banks  N  Y  (Dec) 

Marlennan  (Oec)^' 


1,299,606 

2,779,267 

653,767 

6,599,464 

83,145 


924,319 

2,715,150 

41,108 

386,794 

127,356 


357 


300 


224  Marriott  (July) 

■  Marshall  &  llsley  Bank  Stock  (Dec) 


245,790 
686,299 


257,385 
35,706 


■ 

376 

■ 

447 

■ 

Marshall  Field  (Jan) 

fln               243,874 

402,507        1 

284 

163 

296 

207 

181 

Martin  Marietta  (Dec) 

^^H              906,498 

981,444       ' 

228 

■ 

■ 

■ 

■ 

Maryland  National  (Dec) 

'H            1.119.857 

63,964 

■ 

■ 

497 

■ 

■ 

Mssonite  (Aug) 

mmmimm                146,839 

144,149 

■ 

499 

313 

■ 

■ 

Mattell  (Jan) 

HHj                155,688 

288,575 

291 

139 

336 

308 

240 

May  Department  Stores  (Jan) 

I^^H               883,385 

1,134,237 

■ 

285 

■ 

■ 

471 

Mayer  (Oscar)  (Oct) 

'I^^H 

566,046 

■ 

■ 

414 

386 

■ 

Maytag  (Dec) 

^^H                 99,910 

166,303 

■ 

469 

■ 

■ 

■ 

MCA  Inc  (Dec) 

■■■111               360,927 

305,736      1 

■ 

■ 

366 

299 

315 

J  Ray  McDermott  (Mar)                                     | 

HH              262,074 

223,015      1 

■ 

■ 

302 

■ 

326 

McDonald's  Corp  (Dec)                                     I 

^H 

126,851      1 

159 

29 

166 

50 

162 

McDonnell  Douglas  (Dec)                                  1 

^^m 

3,023,830     1 

■ 

271 

305 

274 

■ 

McGraw-Edison  (Dec)                                         | 

I^H 

609,102 

■ 

380 

203 

339 

■ 

McCraw-Hill  (Dec) 

■inilBH               333,175 

398,292 

308 

154 

376 

251 

218 

Mead  (Dec)                                                     I 

HH               811,103 

1,031,747 

37 

■ 

262 

218 

■ 

Mellon  National  Bank  &  Trust  (Dec)                   1 

HH 

257,008 

■ 

413 

337 

423 

■ 

Melville  Shoe  (Dec)                                          1 

^H 

362,492 

■ 

■ 

237 

■ 

■ 

Memorex  (Dec)                                               H 

HH 

77,692 

373 

■ 

■ 

■ 

458 

■ 

179 

■ 

■ 

445 

■ 

■ 

433 

255 

20 

■ 

■ 

■ 

■ 

■ 

388 

212 

■ 

■ 

■ 

■ 

■ 

59 


■ 
268 


Mercantile  National  Bank  Dallas  (Dec) 
Mercantile  Stores  (Jan) 
Mercantile  Trust  NA  Mo  (Dec) 
Merchants  National  Bank  &  Trust  Ind  (Dec) 
Merck  (Dec) 


493 


310 


Metromedia  (Dec) 

MGIC  Investment  (Dec) 

Michigan  National  Bank  Lansing  (Dec) 

Mid-Continent  Telephone  (Dec) 


641,155 

36,419 

146,908 

318,353 

1,365,688 

80,450 

534,121 

28,673 

550,079 

646,933 

187,200 

169,168 

1,212,679 

249,175 


182,650 
37,382 
79,670 
57,877 


■  Not  on  500  list,     t   Plus  slock. 

All  per  share  data  adjusted  for  stock  splits  and  dividends  through  May  15,  1970. 


28)  Lykes-Youngstown:  All  1969  figures  include  Lykes  Corp  and  Youngstown  Sheet 
and  Tube;  merged  in  May  1969. 

29)  Marlennan:  Formerly  Marsh  &  McLennan. 
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PER  SHARE  DATA:  1969 


634,581 
337,301 
513,493 
401,660 
550,304 


111,038 

328,062 

63,800 

123,791 


2,101 
8,611 
6,073 
8,097 


)RB£S,   MAY   15,    1970 


Common 

Net  Profits 

tash  Flow 

Capital 
Expenditures 

A 

larket  Value 

Extraordinary 

Market 

($000) 

($000) 

($000) 

($000) 

Cdt/Chg  (-) 

Earnings 

Dividend 

Price  (Dec.  31) 

67,557 

8,653 

18,000 

17,500 

2.69 

0.90 

21 

627,500 

17,859 

24,010 

13,173 

1.79 

0.58 

621/2 

383,091 

21,336 

31,189 

30,400 

0.15 

1.83 

0.75t 

32'/8 

115,296 

11,511 

58,254 

81,245 

—0.23 

0.60 

12'/8 

340,668 

24,366 

37,615 

40,765 

2.53 

1.00 

36 

606,837 

39,107 

48,627 

20,639 

2.38 

1.20 

37 

72.809 

4,667 

6,793 

4,039 

1.28 

0.40t 

19'/8 

889,000 

68,959 

74,439 

11,142 

4.93 

2.50 

63'/2 

93,141 

11,704 

12,825 

6,989 

6.85 

2.28 

54y2 

52,549 

7,030 

15,990 

22,323 

1.70 

0.65 

1678 

87,500 

7,362 

8,507 

197,516 

13,562 

18,175 

156,311 

14,526 

15,268 

31,200 

3,908 

4,666 

067,435 

100,605 

122,654 

7,970 

311 

1,437 

44,080 


12,750 
8,611 

7,902 
19,327 


19,786 

1,503 
39,112 


—0.35 


3.69 

1.75 

42% 

4.60 

1.40 

67 

3.11 

1.62 

331/2 

3.76 

0.80 

30 

2.80 

2.00 

113 

0.38 

0.50t 

193/8 

1.44 

0.20 

543/4 

2.76 

i.oot 

29 

1.24 

0.84 

205/8 
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WHERE  THEY  RANK:  1969 


Market 
Assets     Revenues      Value 


Net  Capital 

Profits     Expenditures 


w 


T*"^  -V-?^J^E7'" 


mpany  (and  month  fiscal  year  emieci) 


Assets 
($000) 


Revenues 
($000) 


147 

369 

154 

160 

90 

Middle  South  Utilities  (Dec) 

1,575,942 

416,084 

■ 

■ 

358 

■ 

■ 

Miles  Laboratories  (Dec) 

244,783 

279,858 

183 

73 

11 

22 

128 

Minnesota  Mining  &  Manufacturing  (Dec) 

1,343,607 

1,612,563 

■ 

■ 

■ 

■ 

90 

Mississippi  River  Corp  (Dec) 

225,558 

109,500 

177 

320 

■ 

391 

215 

Missouri  Pacific  Railroad  (Dec) 

1,389,847 

495,258 

■  ■  ■  ■  454  Missouri  Public  Service  (Dec) 
19  9  15  10  8  Mobil  Oil  (Dec) 

■  464  ■  ■  ■  Mohasco  industries  (Dec) 

■  ■  343  ■  415  Mohawlc  Data  Sciences  (July) 

■  ■  462  ■  ■  Monroe  Auto  Equipment  (June) 


177,080 

7,162,994 

215,153 

102,996 

67,568 


37,299 

6,621,393 

312,401 

83,011 

81,828  S 


103 
■ 

378 
8 


56 


313 
475 


86 


97 

304 


52 
435 

■ 

101 
410 


54 
472 


381 


Monsanto  (Dec) 
Montana  Power  (Dec) 
Monumental  Corp  (Dec) 
J  P  Morgan  &  Co  (Dec) 
Morton-Noiwich  Products  (Dec)** 


2,012,232 

322,193 

627,786 

11,447,926 

287,162 


410 


189 
394 


125 


199 


265 


490 

426 


2/5  Motorola  (Dec) 

■  &  C  Murpfiy  (Dec) 
288  Murphy  Oil  (Dee) 

■  Naico  Chemical  (Dec) 
238  National  Airlines  (June) 


576,509 
173,186 
343,914 
102,280 
320,645 


39  ■  431  269  ■  National  Bank  of  Detroit  (Dec) 

469  ■■  ■  ■  National  Bank  Washington  DC  (Dec) 

489  222  190  292  355  National  Biscuit  (Dec) 

■  465  ■  ■  ■  Nationa!  Can  (Dec) 

167  114  55  208  59  National  Cash  Register  (Dec) 


143 

■ 

310 
288 


233 


306 


318 


■  National  City  Bank  Cleveland  (Dec) 
418  National  City  Lines  (Dec) 

■  National  Commerciai  Bank  Albany  (Dec) 
277  Nationai  Distillers  &  Chemical  (Dec) 
486  National  Fuel  Gas  (Dec) 


4,695,903 
496,982 
473,052 
181,638 

1,444,528 


1,596,346 

80,652 

156,651 

227,359 

806,834 

39,421 

889,324 

700,002 

339,523 

171,93/ 

978,403 

476,412 

409,671 

343,831 

283,771 

353,31( 

695,260 

929,78! 

710,956 

41,99 

262 


351 
343 


330  ■              ■                  ■  Nationai  General  (Sept) 

432  372  407  488  National  Gypsum  (Dec) 

425  ■              ■                  ■  National  Industries  (Dec) 

176  219  178  303  National  Lead  (Dec) 

■  ■              ■                  ■  National  Newark  &  Essex  Bank  (Dec) 


166 

■ 


170 


497 

119 

■ 

126 


377 


185 
393 

■ 
491 


89 


102 


National  Service  Industries  (Aug) 

National  Steel  (Dec) 

Nationai  Student  Marketing  (Aug) 

National  Tea  (Mar) 

Natomas  (Dec) 


470 
497 


NCNB(D8C) 

Nevada  Power  &  Light  (Dec) 

New  England  Gas  &  Electric  Assoc  (Dec) 

J  J  Newberry  (Jan) 


144,078 

1,454,428 

84,981 

261,009 

105,394 


1,431,289 
137,651 
268,099 
167,394 


289,09 

1,225,0F 

67,32 

1,192,62 

5.2; 


93,6; 

34,5;  j 
102,5!  i 
400,5' 


■  Not  on  500  list,     t  Plus  stock. 

All  per  share  data  adjusted  (or  stock  splits  and  dividends  through  May  15,  1970. 


jO)   Morton-Norwich  Products:  All  1969  figures  include  Morton  International  and 
Norwich  Pharmacal;  merged  in  April  1969. 
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769,015 
369,485 
6,145,358 
137.428 
119,232 


55,960 

4,668,908 

143,149 

393,840 

263,401 


1,203,576 
197,164 
154,806 

1,082,520 
451,396 


899,683 
101,556 
91,488 
644,670 
200,094 


Net  Profits 
($000) 


52,475 

12,858 

179,410 

9,988 

21,287 


5,370 

434,515 

9,917 

6,653 

11,930 


116.107 
18,369 
14,652 
69,741 
20,043 


33,793 

8,310 

6,631 

15,805 

18,936 


Cash  Flow 
($000) 


Capital 

Expenditures 
($000) 


PER  SHARE  DATA:  1969 


104,365 
20,692 

244,001 
18,175 
57,636 


150,965 
15,311 

110,000 
19,976 
60,974 


9,841 

790,279 

16,522 

12,833 

13,468 


22,000 

800,034 

16,330 

25,119 

3,660 


279,832 
25,014 
14,652 
73,897 
30,984 


219,872 
20,778 


29,067 


56,324 
13,341 
22,389 
21,034 
45,127 


43,294 
12,439 
41,321 
12,606 
52,653 


Extraordinary 
Cdt/Chg  (— ) 


Earnings         Dividend 


—0.29 


1.48 
2.58 
3.21 
1.24 
11.43 


—0.22 
0.07 
0.07 


1.62 
4.28 
1.98 
1.22 
1.92 


0.20 
—0.03 


3.28 
2.29 
2.36 
3.81 
1.62 


0.09 
0.08 


5.48 
2.05 
1.19 
1.59 
2.25 


0.88 
1.20 
1.60 
1.20 
5.00 


0.80t 

2.25 

1.08 

none 

0.50 


1.80 
1.62 
0.71 
2.35 
0.80 


1.00 
1.20 
0.60 
0.63 
0.33 


Market 
Price  (Dec.  31) 


21  y* 

731/2 
1095/8 
17 
64 


20 
46 

29y8 
72 

411/2 


363/8 

26V4 

383/4 

591/8 
351/2 


1351/4 

251/4 

201/8 
65 

233/4 


288,000 

33,572 

35,783 

3,100 

5.59 

1.76 

48 

42,000 

4,392 

4,392 

4.39 

2.00 

42 

659,697 

30,839 

51,451 

31,902 

2.27 

2.18 

431/2 

148,358 

12,131 

18,192 

14,247 

3.98 

0.75 

693/4 

1,717,671 

44,115 

145,943 

205,210 

2.06 

0.60 

8OI/4 

178,970 

14,856 

15,820 

748 

4.57 

2.40 

55 

34.140 

3,768 

15,696 

24,783 

0.16 

1.59 

0.90 

15 

53,909 

6,061 

6,770 

» 

4.25 

2.00 

373/4 

449,753 

27,859 

53,737 

43,100 

—0.32 

0.99 

0.90 

16% 

122,952 

11,770 

19,156 

20,113 

2.30 

1.68 

24 

95,827 

—70,339 

64,573 

4,900 

—4.93 

—14.52 

0.20 

19% 

347,283 

20,148 

40,264 

20,100 

1.36 

1.03 

231/2 

51,119 

1,719 

9,260 

8,011 

—0.24 

0.20 

nonet 

73/4 

557,945 

50,675 

69,882 

39,830 

2.12 

1.70 

251/4 

81.559 

8,508 

9,180 

5.26 

2.00 

483/4 

228,475 

15,015 

20,200 

9,985 

1.20 

0.58 

183/8 

676,005 

78,015 

137,172 

137,162 

4.76 

2.50 

411/4 

322,449 

3,865 

4,715 

0.14 

0.39 

nonet 

281/2 

94,800 

7,194 

21,201 

15,749 

—0.05 

0.92 

0.80 

121/2 

237,656 

4,692 

5,066 

10,306 

1.29 

1.25 

0.25 

633/8 

168.938 

10,695 

10,695 

1.69 

0.72 

261/2 

75,460 

5,654 

9,926 

20,911 

2.57 

1.06 

373/8 

91,405 

7,846 

15,527 

19,016 

1.39 

1.16 

163/4 

53.519 

5,073 

9,526 

7,340 

2.40 

0.95 

271/4 
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I 


Assets 


WHERE  THEY  RANK:  1969 

A 


Market 
Revenues      Value 


Net  Capital 

Profits     Expenditures 


■"Tf^ 


Company  (and  month  fiscal  year  ended) 


Assets 
($000) 


Revenues 
($000) 


249 

489 

405 

309 

173 

New  Eni^and  Electric  System  (Dec) 

1,018,172 

295,263 

285 

■ 

■ 

■ 

484 

New  Engiand  (Merchants  Nat  Bnk  Bost  (Dec) 

904,454 

59,702 

455 

■ 

■ 

■ 

■ 

Nsw  Jersey  Bank  N  A  (Dec) 

525,721 

29,418 

■ 

■ 

157 

120 

221 

Newmont  Mining  (Dec) 

397,062 

226,795 

348 

B 

480 

320 

171 

New  York  State  Electric  &  Clas  (Dec) 

700,137 

174,857 

■ 

■ 

364 

■ 

■ 

New  York  Times  (Dec) 

115,478 

238,197 

152 

341 

294 

171 

113 

Niagara  Mohawk  Power  (Dec) 

1,554,603 

453,546 

91 

406 

215 

217 

■ 

NLT  Corp  (Dec) 

2,276,273 

369,422 

74 

162 

168 

74 

79 

Norfolk  &  Western  Railway  (Dec) 

2,633,096 

989,731 

■ 

■ 

■ 

■ 

352 

North  American  Car  (Dec) 

306,153 

49,293 

■ 

296 

281 

323 

498* 

North  American  Philips  (Dec) 

418,785 

548,960 

144 

38 

253 

116 

138 

North  American  Rockwell  (Sept) 

1,590,726 

2,667,328 

■ 

■ 

■ 

■ 

337 

North  Central  Airlines  (Dec) 

91,285 

68,428 

192 

457 

250 

205 

74 

Northeast  Utilities  (Dec) 

1,285,601 

319,628 

384 

■ 

382 

361 

247 

Northern  iiitnois  Gas  (Dec) 

617,305 

280,071 

334  ■            260  250  196  Northern  Indiana  Public  Service  (Dec) 

213  350          350  214  85  Northern  Natural  Gas  (Dec) 

226  454          342  199  87  Northern  SUtes  Power  (Dec) 

142  ■■  ■  ■  Northern  Trust  Chicago  (Dec) 

486  286            ■  431  429  Northrop  (July) 


728,179 

267,358 

1,206,598 

443,604 

1,130,177 

323,559 

1,615,767 

101,353 

478,908 

561,201 

45            ■  331  290  ■  Northwest  Bancorporation  (Dec) 

172  223             ■  467  157  Northwest  Industries  (Dec) 

326  334  226  169                76  Northwest  Orient  Airlines  (Dec) 

458            ■             ■  ■  ■  Northwestern  Financial  (Dec) 

■  426             ■  481  ■  Norton  (Dec) 


4,105,319 

1,406,605 

742,732 

523,051 

292,591 


242,338 
721,583 
467,938 
36,402 
353,108 


330  168  269  284  341  Norton  Simon  (June) 

92            57            82  23  26  Occidental  Petroieura  (Dec) 

402  146             ■  ■  316  Ogden(Dec) 

273             ■  205  165  179  Ohio  Edison  (Dec) 

493            ■  396  354  242  Oklahoma  6as  &  Electric  (Dec) 


734,545 
2,213,506 
590,764 
946,936 
469,568 


954,760  I 

1,937,582 

1,079,136 

266,877 

130,077 


389            ■■  ■  ■  Old  Kent  Bank  &  Trust  (Dec) 

236  134           279  179  184  Olin  Corp  (Dec) »' 

■  ■             ■  ■  365  Orange  &  Rockland  Utilities  (Dec) 

■  287           351  368  437  Olis  Elevator  (Dec) 

■  448            ■  459  ■  Outboard  Marine  (Sept) 


204 


48 
251 
297 


■ 

324 
109 

■ 
335 


148 
267 


■  ■  427  Overseas  National  Airways  (Dec) 
200  351  211  Owens-Corning  Fiberglas  (Dec) 
107  102  167  Owens-Illinois  (Dec) 

317  374  296  Pabst  Brewing  (Dec) 

■  424  ■  Pacific  Car  &  Foundry  (Dec) 


47 
323 
432 


25 

242 
326 

■ 


25 
195 
192 
203 


Pacific  Gas  &  Electric  (Dec) 
Pacific  Lighting  (Dec) 
Pacific  Power  &  Light  (Dec) 
acific  Southwest  Airtines  (Dm) 


■  Not  on  500  list,     t  Plus  stock.     *  Company  estimate. 

All  per  share  data  adjusted  for  stock  splits  and  dividends  through  May  15,  1970. 


31)   Olin  Coip:  Formerly  Olin  Mathleson. 


608,750 
1,078,108 
236,588 
433,960 
248,400 


98,185 

412,622 

1,249,656 

204,266 

213,799 


4,014,502 

1,014,370 

836,716 

185,805 


37,736 

1,156,896 

64,020 

561,001 

327,131 


58,701 

487,399 

1,294,366 

252,453 

465,815 


1,054,311 

615,348 

148,648 

74,688 
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PER  SHARE  DATA:  1969 


Common 

Net  Profits 

Cash  Flow 

Capital 
Expenditures 

^ 

Market  Value 

Extraordinary 

Market 

($000) 

($000) 

($000) 

($000) 

Cdt/Chg  (-) 

Earnings 

Dividend 

Price  (Dec.  31) 

315.255 

28.801 

54.326 

81,684 

1.96 

1.48 

21 '72 

65.000 

5,849 

6.692 

20,171 

2.34 

1.20 

26 

42.870 

3,811 

3,811 

1,256 

2.65 

1.18 

293/4 

761.333 

64.072 

64,072 

58,714 

2.54 

1.04 

31% 

246.260 

27,737 

46,715 

82,607 

3.19 

2.08 

2978 

359.970 

14,853 

19,086 

9,914 

1.71 

0.78 

42'/4 

465.448 

51.257 

89,753 

126,483 

1.52 

1.10 

161/8 

610.658 

42.453 

44.731 

9,634 

2.49 

0.48 

36 

720.980 

87,446 

159,273 

169,874 

8.60 

6.00 

773/8 

62,736 

6.952 

21,108 

32,295 

1.96 

1.00 

193/8 

480.636 

27.424 

100,381 

19,000* 

0.60 

3.00 

1.00 

54y2 

524.557 

64,916 

134,580 

99,282 

2.20 

2.00 

2iy2 

40.544 

—2.378 

3,228 

34,025 

-0.26 

nonet 

3% 

526.233 

44.443 

76,093 

176,713 

1.26 

0.94 

1478 

331,118 

23,564 

40,223 

50,285 

—0.56 

2.01 

1.66 

281/4 

516,093 

37,006 

55.632 

69,506 

1.85 

1.14 

271/2 

382,612 

43,633 

92.259 

160.945 

0.19 

4.21 

2.60 

41 

395.577 

45.323 

76,170 

154,000 

2.24 

1.60 

22'/8 

178.000 

13.299 

15,330 

2,117 

6.65 

2.25 

89 

169,690 

18,501 

28,240 

24,006 

3.80 

1.00 

351/2 

411,518 

31,335 

36,198 

12,300 

2.73 

1.20 

353/4 

91,971 

16.818 

56,218 

89,273 

—0.23 

1.37 

123/8 

585,592 

51,466 

112,299 

174,006 

0.42 

2.55 

0.45 

28 

47,213 

3,717 

4,271 

740 

1.22 

0.30 

15'/2 

162,240 

16.134 

28.939 

14,902 

2.92 

1.50 

30 

498,916 

31,625 

50,671 

33,507 

2.40 

nonet 

46 

1,216,553 

174,835 

260,932 

339,217 

3.00 

0.90t 

243/8 

196.203 

9,004 

30,960 

38,000 

—0.48 

0.63 

0.80 

ISVs 

632.739 

52,027 

82,804 

77,768 

1.92 

1.50 

245/8 

319.834 

24,340 

38,574 

51,354 

1.49 

1.08 

21  y8 

62,084 

6,174 

6.827 

1,072 

4.38 

1.32t 

44 

483.786 

50,342 

99,201 

76,724 

2.10 

0.88 

203/4 

88,230 

8.361 

13,738 

30,700 

1.59 

1.20 

211/4 

379.236 

23,025 

30,347 

23,363 

2.84 

2.00 

463/4 

215,130 

17,078 

22,665 

16,109 

2.12 

1.00 

265/8 

16,968 

—677 

5,652 

24,129 

—0.30 

none 

7 

637,710 

24.716 

45,150 

61,822 

3.40 

1.40 

871/4 

1,001,796 

69,720 

122,699 

83,946 

0.22 

4.07 

1.35 

62 

433,342 

22,424 

31,277 

40,406 

0.45 

2.35 

0.58 

451/2 

140,784 

19,024 

21,973 

7,357 

7.57 

1.42 

56 

1,923,637 

169,749 

285,223 

339,990 

2.58 

1.50 

323/4 

424,413 

38,052 

72,350 

70,040 

2.01 

1.60 

243/4 

287,645 

26.881 

43.510 

70,749 

1.58 

1.24 

ISYs 

79,529 

3,579 

14,96a 

65,266 

0.12 

1.13 

0.30 

265/8 
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WHERE  THEY  RANK:  1969 


Market 
Assets      Revenues      Value 


Net  Capital 

Profits     Expenditures 


Company  (and  month  fiscal  year  ended) 


Assets 
($000) 


Revenues 
($000) 


140  151  335  ■  38  Pan  American  World  Airways  (Dec) 

256  393  280  216  177  Panhandle  Eastern  Pipe  Line  (Dec) 

■  ■  254  397  474  Parke-Davis  (Dec) 

23  48  182  ■  42  Penn  Central  (Dec) 

180  17  30  54  100  J  C  Penney  (Jan) 


1,626,282 
1,002,251 
399,180 
6,850,676 
1,361,032 


1,045,047 

379,592 

273,542 

2,188,205 

3,756,092 


259  ■  373  261  106  Pennsylvania  Power  &  Light  (Dec) 

■  373  483  456  451  Pennwalt  (Dec) 

182  240  210  114  86  Pennzoil  United  (Dec) 

202  337  297  164  95  Peoples  Gas  (Sept) 

398  ■■  ■  ■  Peoples  Tr  Bergen  County  N  J  (Dec) 


988,244 

360,000 

1,356,832 

1,252,038 

597,055 


223,388 
408,650 
684,300 
460,489 
32,199 


429 


319 
307 


172 
■ 

265 
199 
246 


89 
423 

■ 

38 

105 


185 
■ 

500 
98 
72 


193 


301 
127 


PepsiCo  (Dec) 
Perkin-Bmer  (July) 
Pet  (Mar) 

Charles  Pfizer  (Dec) 
Phelps  Dodge  (Dec) 


554,227 
111,252 
301,962 
784,193 
811,426 


949,390 
199,446 
618,411 
805,770 
672,075 


124  352  155  119  41  Philadelphia  Electric  (Dec) 

264  210  148  140  432  Philip  Morris  (Dec) 

56  47  51             39  32  Phillips  Petroleum  (Dec) 

■  ■  ■             ■  262  Piedmont  Aviation  (Dec) 

■  282  410  ■  292  Pillsbury  (May) 


05 
_4 


1,776,140 
976,489 

3,102,280 
125,835 
293,085 


440,494 

769,040 

2,202,043 

69,357 

569,234 


117 


88 


■  282  484  450  Pitney-Bowes  (Dec) 

■  ■  438  ■  Pittsburgh  National  (Dec) 
365  340  455  376  Pittston  (Dec) 

■  248  492  ■  Plough  (Dec) 

■  ■  445  ■  PNB  Corp  Phiia  (Dec) 


240,215 
1,848,956 

325,125 

96,710 

2,328,457 


251,871 
105,937 
419,526 
134,344 
123,315 


482 

■ 

■ 

■ 

268 

221 


338 
495 

■ 
440 


19 


449 
454 


124  272  Polaroid  (Dec) 

■  ■  H  K  Porter  (Dec) 

■  408  Portland  General  Electric  (Dec) 

■  395  Potlatch  Forests  (Dec) 

327  91  Potomac  Electric  Power  (Dec) 


484,440 
159,842 
394,850 
324,009 
955,385 


455,904 
290,281 
84,538 
337,128 
184,905 


132 
423 
208 


339 
87 
■ 

369 


137 

■ 

36 
428 


241 


359 


163 

256 

17 

481 


153 

■ 
20 


126 
■ 
97 


PPG  Industries  (Dec) 
Prentice-Hall  (Dec) 
Procter  &  Gamble  (June) 
Provident  Life  &  Accident  (Dec) 
Provident  National  Bnk  Philadelphia  (Dec) 


1,164,062 

88,142 

1,692,462 

563,681 

1,222,597 


450 

133 

■ 

333 


310 
68 
■ 

280 


223 

44 

399 

182 


Public  Service  Colorado  (Dec) 
Public  Service  Bectric  &  Gas  N  J  (Dec) 
Public  Service  New  Hampshire  (Dec) 
Public  Service  of  Indiana  (Dec) 


717,612 

2,331,104 

253,986 

654,773 


217 

■ 

442 

494 

291 

224 

■  Not  on  500  list,  t  Plus  stock. 


1,146,650 
120,128 

2,707,553 

347,652 

63,612 


204,759 

684,026 

67,212 

170,496 


rueoio  MipermarKets  (jan; 

3A13/ 

4Z/,dt)4 

■ 

298 

Puget  Sound  Power  &  Light  (Dec) 

405,060 

80,899 

414 

299 

Pullman  (Dec) 

460,628 

739,128 

■ 

419 

Purex  (June) 

231.390 

333,772 

352 

388 

Quaker  Oats  (June) 

295,273 

553.879 

All  per  share  data  adjusted  for  stock  splits  and  dividends  through  May  15,  1970. 
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405,806 
480,991 
521,500 
681.164 
2,544,009 


345,907 
245,799 
623,459 
462,985 
53,204 


766,440 

806.699 

1,786,239 

19.536 

308,310 


478.590 
193,798 
398.372 
533,200 
187.059 


Net  Profits 
($000) 


—25,888 

42,685 

20,749 

—121,612 

110,927 


34,609 
17,184 
65.595 
52,030 
4.614 


49.404 
7,571 
15,531 
71.624 
89.435 


64,297 

58,340 

134,322 

—1,857 

14,441 


15,926 
18,165 
17,186 
15,772 
17,789 


Cash  Flow 
($000} 


Capital 

Expenditures 

($000) 


PER  SHARE  DATA:  1969 


80,334 
87,236 
30,554 
11,716 
142,627 


276,829 

80,677 

20,663 

257,000 

138,800 


63,590 

30,403 

118,108 

98,967 

4,614 


135,033 

22,203 

159,998 

147,669 


73,236 
11,058 
26,757 
96,724 
110,458 


70,235 

5,004 

15,600 

40,000 

111,031 


113,601 
71,852 

329,421 

5,061 

28,591 


263,698 
23,636 

316,638 
46,190 
41,079 


30,963 
19,562 
33,334 
16,979 
19,393 


22,218 
7,624 

29,872 
8,000 
1,346 


Extraordinary 

Cdt/Chg  (— )      Earnings 


Dividend 


0.09 


—5.22 


—0.75 
2.91 
1.39 

—5.04 
2.15 


2.32 
1.81 
2.02 
3.26 
4.07 


-0.11 


2.22 
1.18 
2.63 
1.14 
4.43 


0.09 
0.13 


1.97 
2.58 
1.82 
—0.92 
2.96 


—0.05 


1.29 
5.93 
3.53 
2.00 
3.28 


0.20 
1.60 
1.00 
1.80 
1.00 


1.59 
1.30 
0.80 
1.96 
1.65 


0.98 
none 
1.10 
0.57 
1.95 


1.64 
0.95 
1.30 
none 
1.31 


0.66 

2.40 

1.20t 

0.62 

1.45 


Market 
Price  (Dec.  31) 


11% 
33'/8 
35 

28y4 

49V4 


245/8 

335/8 
343/8 

29 

47 


52'/2 

46 

37% 

345/8 

501/4 


24 
353/4 

24y8 
6472 


39% 
631/4 
Sl'/z 
77% 

341/2 


4,103.500 

63,121 

77,639 

43,755 

0.04 

1.94 

0.32 

125 

31.656 

4,113 

10,459 

9,350 

0.16 

2.46 

1.60 

24 

150,100 

14,139 

21,699 

26,009 

1.79 

1.20 

19 

271,040 

14,942 

33,093 

27,317 

2.13 

0.84 

331/2 

267,800 

26,810 

51,087 

149,581 

1.09 

0.55t 

131/2 

727,360 

54,007 

106,290 

113,198 

2.64 

1.40 

351/2 

518,580 

15,260 

16,262 

1.48 

0.68t 

501/4 

4.460,921 

187,447 

235,017 

142,691 

4.51 

2.60 

1091/2 

246,063 

8,475 

8,475 

2.15 

0.64 

621/2 

89,458 

11,602 

12,600 

1,192 

2.86 

1.37 

241/4 

270,900 

28,593 

49,766 

57,946 

1.73 

1.06 

183/4 

870,744 

90,865 

167,133 

253,040 

0.02 

2.62 

1.64 

265/8 

90,081 

7,744 

15,759 

27,224 

—0.56 

1.80 

1.50 

253/8 

406,882 

32,332 

52,012 

76,871 

2.78 

2.04 

371/4 

70,460 

6,909 

10,088 

13,997 

1.63 

0.26 

16i/« 

114,143 

11,728 

19,588 

40,286 

2.60 

1.70 

28% 

198,491 

19,818 

30,773 

40,123 

0.25 

4.22 

2.80 

421/8 

235,961 

14,950 

20,825 

24,614 

1.53 

0.82t 

221/8 

587,282 

24,614 

33,39? 

27,911 

-0.09 

1.95 

0.88 

46 
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WHERE  THEY  RANK:  1969 

mm                ^mm 

■             Assets 

,■ 

r 

Market 

Net 

Capital      1 

Revenues 

Assets 

Revenues 

Value 

Profits 

Expenditures 

Company  (and  month  fiscal  year  ended)        ^^H 

m             ($000) 

($000) 

■ 

■ 

■ 

417 

■ 

Questor  (Dec) 

213,082 

243,015 

75 

27 

41 

35 

51 

RCA  Corp  (Dec) 

2,627,070 

3,187,903 

359 

97 

144 

191 

169 

Ralston  l^irina  (Sept) 

676,213 

1,386.289 

■ 

■ 

■ 

■ 

496 

Ramada  Inns  (Dec) 

123,376 

71,243 

129 

52 

■ 

398 

249* 

Raind-American  (Jan) 

1,701,074 

2,088,704 

■ 

■ 

443 

■ 

■ 

Raychem  (lune) 

44,735 

45,491 

442 

110 

290 

255 

254 

Raytfieon  (Dec) 

538,836 

1,285,134 

■ 

■ 

359 

■ 

■ 

Recognition  Equipment  (Oct) 

69,153 

35,707 

■ 

476 

■ 

452 

476 

Reliance  Electric  (Oct) 

207,278 

301,864 

■ 

■ 

■ 

488 

■ 

Republic  Corp  (Oct) 

170,181 

212,687 

86 

■ 

■ 

480 

■ 

Republx  National  Bank  of  Dallas  (Dec) 

2,351,408 

117,829 

123 

85 

235 

86 

82 

Republic  Steel  (Dec) 

1,781,994 

1,500,272 

■ 

412 

■ 

■ 

201 

Revere  Copper  &  Brass  (Dec) 

410,784 

363,321 

■ 

459 

140 

342 

■ 

Reviofl  (Dec) 

294,836 

317,552 

127 

158 

272 

147 

111 

Reynolds  Metals  (Dec) 

1,754,829 

1,012,652 

131 

76 

49 

24 

62 

R  J  Reynolds  Tobacco  (Dec)'' 

1,693,373 

1,575,088     1 

■ 

437 

173 

315 

■ 

Richardson-Merrell  (June) 

311,555 

340,262 

293 

■ 

■ 

■ 

■ 

Richmond  Corp  (Dec) 

874,813 

170,201 

441 

■ 

■ 

■ 

■ 

RIHT  Corp  (Dec)" 

542,045 

40,127 

266 

■ 

■ 

■ 

■ 

Riggs  National  Bank  Washington  0  C  (Dec) 

973,092 

60,147 

■ 

■ 

■ 

■ 

481 

Roadway  Express  (Dec) 

88,808 

211,928 

■ 

■ 

277 

■ 

■ 

AH  Robins  (Dec) 

106,620 

122,122 

■ 

■ 

■ 

421 

263 

Rochester  Gas  &  Electric  (Dec) 

447,101 

131,791    1 

■ 

■ 

■ 

■ 

414 

Rochester  Telephone  (Dec) 

229,083 

67,079    i 

■ 

348 

257 

270 

231 

Rohm  &  Haas  (Dec) 

449,798 

446,183    1 

■ 

■ 

413 

■ 

■ 

Rollins  Inc  (Apr) 

114,735 

106,257    ' 

■ 

■ 

■ 

■ 

409 

Roll.ns  international  (Sept) 

99,823 

85,328  1 

■ 

■ 

346 

■ 

■ 

Rorer-Amchem  (Dec) 

90,653 

115,406  . 

■ 

■ 

■ 

■ 

378 

Rouse  Co  (May) 

146,262 

19,589  1 

■ 

■ 

■ 

■ 

160 

Ryder  System  (Dec) 

235,648 

156,779  1 

365 

■ 

406 

283 

382 

Safeco  (Dec) 

661,067 

272,750  1 

316 

15 

206 

148 

129 

Safeway  Stores  (Dec) 

788,714 

4,099.647 

B 

■ 

404 

248 

■ 

St  Joseph  Lead  (Dec) 

201,063 

178,974  1 

492 

B 

■ 

■ 

402 

St  Lou!S-San  Francisco  Railway  (Dec) 

471,117 

187,398 

240 

339 

325 

311 

■ 

St  Paul  Companies  (Dec) 

1,055,345 

455,382 

270 

191 

286 

221 

243 

■ 

■ 

■ 

500 

■ 

■ 

415 

235 

93 

196 

221 

131 

70 

■ 

■ 

■ 

339 

■ 

121 

321 

■ 

367 

167 

395 

269 

488 

361 

113 

194 

234 

457 

197 

■ 

400 

305 

St  Regis  Paper  (Dec) 
Sanders  Associates  (July) 
San  Diego  Gas  &  Electrc  (Dec) 
Santa  ^t  Industries  (Dec) 

Saturn  Airvs  .)ys  (Dec) 


StlicrlftgCD  (Dec) 
h%-\i    Schlitz  Brewing  (Dec) 
SchfuffltMfger  Limited  (Dec) 
r-"  June) 


949,100 

867,827 

147,293 

187,033 

451,472 

140,439 

2,193,651 

807,838 

45,376 

27,049 

178,334 
289,240 
473,660 
524,232 


213,933 
418,786 
420,57i 
.807,64} 


■  Not  on  500  list,  t  Plus  stock.  *  Company  estimate. 

All  per  share  data  adjusted  for  stock  splits  and  dividends  through  May  15,  1970. 


32)  R  J.  Reynolds  Tobacco:  All  figures  include  McLean  Industries;  acquired  in  May  1969. 

33)  RIHT:  Formerly  Rhode  Island  Hospital  Trust. 
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PER  SHARE  DATA:  1969 

Common 

Net  Profits 

Cash  Flow 

Capital 
Expenditures 

^ 

Market  Value 

Extraordinary 

Market 

($000) 

($000) 

($000) 

($000) 

Cdt/Chg  (-) 

Earnings 

Dividend 

Price  (Dec.  31) 

161,882 

19,740 

25,064 

16,940 

0.58 

1.98 

0.50 

IS'/s 

2,144,414 

151.283 

332,824 

238.053 

2.32 

1.00 

34 

823,671 

46,903 

70,941 

83,200 

1.47 

0.60 

26% 

226,855 

6,418 

9,480 

19.115 

0.84 

0.24 

291/2 

115,691 

20,742 

43,742 

50,000 

0.13 

3.47 

0.75 

175/8 

275,076 

3.409 

6,163 

11,380 

3.02 

none 

243 

472,353 

35,232 

58,042 

48,137 

2.35 

0.53 

323/4 

368,088 

3,712 

7,221 

9,259 

0.51 

0.74 

none 

73% 

166,007 

17,412 

23,189 

20.551 

1.97 

0.63 

27>/4 

217,965 

15,827 

20,799 

13,728 

2.00 

none 

271/2 

183,589 

16,182 

17,038 

0.03 

1.90 

1.00 

211/2 

554,028 

79,087 

139,561 

168.546 

4.96 

2.50 

341/4 

133,700 

11,360 

18,823 

65,908 

2.03 

1.50 

23% 

827,815 

25,502 

31,863 

13.200 

2.11 

0.93 

691/2 

493,240 

55,088 

118,652 

128,600 

3.08 

0.95 

291/2 

1,830,738 

172,305 

217,674 

197.903 

3.82 

2.25 

451/2 

712.638 

28,205 

35,297 

11,237 

2.46 

0.85 

631/4 

192.997 

15,464 

16,940 

2.79 

0.80 

35% 

67.000 

6,258 

6,702 

928 

—0.07 

6.26 

3.55 

67 

79.170 

9,976 

10,752 

935 

7.67 

2,84 

65 

130,274 

7,845 

18,065 

20,371 

1.60 

0.38 

261/2 

485,890 

15,057 

16,974 

2,100 

1.19 

0.38 

381/4 

171,728 

19,126 

29,591 

46,188 

2.45 

i.ist 

261/4 

138,467 

10,561 

22,046 

25,151 

2.26 

1.08 

323/4 

517,565 

33,534 

64,356 

54,236 

5.47 

1.60t 

85 

305,140 

8,453 

11,512 

3,632 

1.05 

0.17 

38 

73,594 

2,929 

13,353 

25,782 

0.88 

none 

31 

388,557 

15,104 

16,713 

8,327 

1.14 

0.70 

291/4 

216,392 

361 

3,564 

29,525 

0.06 

none 

341/4 

224.775 

8,647 

38,976 

87,043 

1.81 

0.50 

461/4 

314.702 

31,889 

34,633 

29,041 

1.72 

4.89 

1.10 

521/4 

630,828 

54,593 

101,231 

109,963 

0.13 

2.14 

1.10 

243/4 

315,609 

37,463 

43,784 

11,319 

4.37 

1.65 

363/4 

103,840 

14,063 

25,487 

26,957 

5.42 

2.35 

40 

422.618 

28,555 

30,119 

2.74 

1.00 

403/4 

474,998 

41,196 

83,237 

51,260 

2.98 

1.55 

343/4 

123,988 

—1,951 

4,741 

18,903 

-0.43 

0.30 

271/4 

227,500 

19,804 

35,261 

53,545 

1.85 

0.99 

223/4 

592,992 

60,760 

123,292 

180,537 

2.43 

1.60 

24 

15,305 

44 

2,837 

33,798 

0.02 

none 

7% 

933,104 

27,469 

32,136 

11,100 

1.71 

0.78 

58 

723,600 

20,874 

30,384 

44,051 

-0.41 

2.17 

1.30 

75 

970,098 

46,274 

80,416 

53,581 

4.00 

1.28 

83% 

210,151 

20,639 

40,011 

39.530 

2.42 

0.60t 

23 
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WHERE  THEY  RANK:  1969 

.• 

' 

Market 

Net 

Capital 

■              Assets 

Revenues 

Assets 

Revenues 

Value 

Profits 

Expenditures 

Company  (and  month  fiscal  year  ended)           .  |Hi 

I              ($000) 

($000) 

■ 

385 

■ 

■ 

■ 

Scot  Lad  Foods  (June)                                   '           « 

B                 ^^'^^^ 

390,358 

306 

220 

91 

134 

185 

Scott  Paper  (Dec)                                                   J 

I               811,958 

731,513 

■ 

349 

■ 

497 

442 

Scovill  Manufacturing  (Dec)                              JhI 

■               269.505 

444,490 

190 

332 

417 

239 

304 

Seaboard  Coast  line  industries  (Dec)                 iH 

I             1,292,055 

474,388 

■ 

■ 

■ 

■ 

166 

Seaboard  World  A'riines  (Dec)                            SH 

1                161,207 

86,663 

■ 

■ 

242 

313 

■ 

G  D  Searfe  (Dec)                                                     m 

_                173,092 

163,936 

21 

5 

6 

9 

55 

Sears  Roebuck  (Ian)                                              M 

I             7,079,303 

8,862,971 

■ 

■ 

399 

494 

216 

Seatrain  Lines  (lune)                                       IHI 

I               206,516 

92,657 

98 

■ 

■ 

422 

■ 

Seattle-First  National  Bank  (Dec)                      ^H 

■             2,068,976 

134,950 

265 

■ 

■ 

■ 

■ 

Security  National  Bank  Huntington  L  t  (Dec)        SP9 

■               973,196 

60,561 

24 

357 

274 

166 

286 

Security  Pacific  National  Bank  Cal  (Dec)                    « 

^             6,707,990 

432,353 

■ 

■ 

■ 

■ 

401 

Servomat-on  (June)                                           -_J 

■                120,610 

260,005 

161 

■ 

■ 

■ 

■ 

Shawmut  Association  (Dec)                              9HH 

I             1,502,272 

92,152 

41 

20 

28 

14 

13 

Shell  Oil  (Dec)                                                wBk 

I            4,356,222 

3,537,102 

■ 

321 

477 

429 

364 

Sherwin-Wifliams  (Aug)                                    HB 

■               357,374 

495,139 

169 

93 

321 

162 

137 

Signal  Companies  (Dec)                                         j 

H             1,435,011 

1,432,421 

■ 

■ 

■ 

■ 

479 

Signode  (Dec)                                                       J 

I                145,483 

190,952 

■ 

■ 

347 

■ 

■ 

Simplicity  Pattern  (Dec)                                  g|||| 

I                 67,592 

72,807 

168 

58 

85 

90 

165 

S  nger  (Dec)                                                   ^Hj 

I            1,438,615 

1,902,144 

■ 

■ 

394 

■ 

■ 

Skyline  Corp  (May)                                           ™^ 

P                 37,712 

181,238 

■ 

422 

■ 

■ 

■ 

A  0  Smith  (Dec)                                                      J 

H                232,017 

354,518 

■ 

461 

170 

227 

■ 

Smith  Kline  &  French  Laboratories  (Dec)             ^mam 

I                242,162 

315,414 

269 

■ 

■ 

■ 

■ 

Soc^el^  Corp  (Dec)                                             ^Mmm 

I               952,565 

50,265 

■ 

■ 

485 

439 

164 

South  Carolina  Electric  &  Gas  (Dec)                    HI 

■               460,200 

114,942 

422 

■ 

■ 

■ 

■ 

South  Carolina  National  Bank  (Dec)                   IHW 

■                563,908 

34,045 

■ 

■ 

■ 

■ 

464 

Southwest  Forest  industries  (Dec)                             J 

m               132,793 

128,557 

58 

258 

84 

56 

30 

Southern  Cal  fornia  Edison  (Dec)                       wmm 

I             3,002,190 

642,124 

333 

■ 

■ 

■ 

■ 

Southern  Cal  First  National  (Dec)                       IH| 

I                729,513 

44,315 

71 

248 

76 

64 

28 

Southern  Company  (Dec)                                  i^H 

I             2,737,552 

666,265 

418 

■ 

309 

277 

147 

Southern  Natural  Gas  (Dec)                              '^^ 

"                569,704 

284,670 

337 

■ 

369 

275 

140 

Southern  New  England  Telephone  (Dec)                     i 

■                723,757 

272,645 

59 

127 

130 

55 

45 

Southern  Pacific  (Dec)                                      miiji 

I             2,978,767 

1,192,207 

158 

284 

403 

195 

114 

Southern  Railway  System  (Dec)                        ^^^^1 

■             1,510,532 

568,567 

■ 

194 

465 

■ 

276 

Southland  Corp  (Dec)                                      ^^1 

■               268,119 

826,462 

476 

■ 

■ 

■";'. 

■ 

Southland  Life  insurance  (Dec)                          i^^ 

■               489,397 

95,787 

247 

■ 

494 

■ 

■ 

Southwestern  Life  Insurance  (Dec)                            | 

■             1,021,352 

224,419 

■ 

■ 

■ 

453 

■ 

Southwestern  Public  Service  (Aug)                      ihI 

■               352,897 

86,166 

395 

166 

■ 

357 

407 

Spartans  Industries  (July)                                 I^H 

■               604,455 

957,658 

493 

414 

218 

246 

■ 

Sperry  &  Hutchinson  (Dec)                              .I^H 

I               466,753 

361,988 

193 

74 

80 

92 

72 

Sperry  Rand  (Mar)                                           ^^ 

"            1,284,121 

1,607,340 

■ 

492 

■ 

■ 

■ 

Springs  Mills  (Dec)                                                 J 

■               334,671 

293,299 

■ 

■ 

318 

345 

■ 

Square  D  (Dec)                                               ^hJ 

I               149,389 

233,013 

425 

257 

93 

215 

251     • 

Squibb  Beech-Nut  (Dec)                                  ^| 

I               560,161 

644,870 

■ 

486 

■ 

■ 

■ 

A  £  Staley  Manufacturing  (Sept)                        ^^| 

I               152,200 

297,582 

■  Not  on  50( 

)  list  in  1963. 

t  Plus  stock. 

All  per  share 

data  adjusted  for  slock 

splits  and  dividends  ttirough  May  15,  1970. 

. 
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PER  SHARE  DATA:  1969 

Common 

Net  Profits 

Cash  Flow 

Capital 
Expenditures 

A 

Market  Value 

Extraordinary 

Market 

($000) 

($000) 

($000) 

($000) 

Cdt/Chg  (-) 

Earnings 

Dividend 

Price  (Dec.  31) 

60,349 

3,541 

6,782 

4,609 

1.76 

0.48 

29 

1,153,110 

60,012 

103,411 

76,365 

1.75 

1.00 

34 

145,076 

15,616 

27,429 

23,170 

3.91 

1.40 

445/8 

300,998 

38,485 

70,496 

39,766 

0.59 

4.25 

1.65 

331/2 

74,660 

—986 

7,464 

85,000 

0.22 

—0.21 

none 

15'/8 

541,654 

28,491 

32,637 

10,488 

2.08 

1.30 

411/4 

10,176,342 

440,954 

547,707 

214,153 

2.87 

1.35 

66 

318,083 

15,701 

27,117 

60,492 

0.12 

1.16 

none 

231/4 

204,750 

19,072 

19,072 

4.24 

1.45 

451/2 

122,364 

8,178 

8,652 

1,772 

3.10 

i.oot 

44 

491,400 

51,948 

58,715 

41,724 

3.09 

1.17 

291/4 

157,348 

9,538 

22,092 

27,000 

1.95 

0.50t 

303/4 

100,420 

10,846 

12,036 

5.87 

2.80 

531/2 

2,981,742 

291,151 

642,982 

628,753 

4.32 

2.40 

441/4 

248,744 

18,642 

27,907 

30,722 

3.29 

2.00 

46% 

426,413 

52,310 

81,946 

100,439 

2.52 

1.20 

225/8 

180,710 

12,652 

20,225 

20,398 

2.98 

1.03t 

421/2 

384,125 

10,702 

12,105 

8,292 

0.37 

2.48 

0.75t 

871/2 

1,214,594 

77,721 

127,556 

85,285 

4.85 

2.40 

83% 

321,737 

8,653 

9,513 

4,097 

0.77 

0.13 

281/2 

108.944 

14,560 

23,088 

16,275 

0.19 

5.84 

1.40 

44 

719,350 

40,499 

46,280 

12,620 

2.81 

2.00 

50 

53,823 

5,590 

5,590 

7.96 

1.85 

77 

244,334 

18,139 

30,198 

85,994 

1.91 

1.18 

281/4 

44,913 

5,512 

6,276 

1,034 

4.05 

0.94 

33 

59,966 

6,137 

10,229 

21,152 

0.07 

2.01 

none 

18% 

1,219,550 

107,869 

187,725 

318,150 

2.35 

1.40 

301/8 

91,264 

3,583 

4,855 

—0.32 

1.05 

0.64 

29 

1,317,075 

94,018 

177,155 

337,686 

1.84 

1.16 

251/2 

447,143 

32,530 

57,717 

94,903 

3.17 

1.40 

445/8 

351,933 

32,844 

73,538 

99,037 

3.44 

2.60 

361/2 

878,754 

109,171 

190,548 

249,480 

4.05 

1.80 

325/8 

315.767 

45,959 

91,214 

124,750 

6.32 

3.00 

463/8 

259.726 

12,434 

22,750 

43,198 

0.05 

1.62 

0.24t 

331/2 

71.000 

5,727 

6,607 

179 

2.29 

0.80 

281/2 

236.423 

11,004 

11,236 

1.38 

0.65 

293/4 

215.499 

17,268 

28,131 

15,272 

0.82 

0.66 

111/2 

180,542 

23,962 

33,526 

26,154 

0.88 

2.48 

0.60 

I81/2 

603,934 

37,655 

41,811 

3,961 

3.31 

1.00 

563/4 

1.269,230 

77,036 

168,338 

178,005 

2.26 

0.48 

371/8 

137,888 

7,102 

21,960 

17,609 

0.82 

1.00 

16 

432,831 

25,324 

28,350 

8,464 

1.22 

1.03 

21 

1,129,986 

42,723 

56,072 

49,421 

2.31 

1.50 

66 

100,282 

8,254 

15,583 

14,666 

3.12 

1.40 

38 
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The  Dimensions  of  American  Business 


WHERE  THEY  RANK:  1969 


Market         Net  Capital 

Assets     Revenues      Value        Profits      Expenditures 


wwfpa 


ny  (and  month  fiscal  year  emied) 


Assets 

Revenues 

($000) 

($000) 

548,358 

938,417 

6,145,875 

3,825,035 

5,150,677 

3,469,132 

17,537,951 

14,929,849 

1,553,591 

1,215,927 

436 

175 

187 

254 

412 

Standard  Brands  (Dec) 

29 

16 

18 

8 

10 

Standard  Oil  (Calif)  (Dec) 

36 

23 

26 

13 

11 

Standard  Oil  (Indiana)  (Dec) 

5 

3 

5 

3 

3 

Standard  Oil  (New  Jersey)  (Dec) 

153 

122 

95 

167 

56 

Standard  Oil  (Ohio)  (Dec)'* 

309 

■ 

■ 

■ 

■ 

State  Bank  AltMiny  NY  (Dec) 

809,127 

36,732 

220 

■ 

■ 

■ 

■ 

State  Street  Bank  &  Trust  Boston  (Dec) 

1,171,494 

82,263 

■ 

318 

387 

288 

237 

Stauffer  Chemical  (Dec) 

437,919 

498,694 

■ 

297 

64 

168 

■ 

Sterling  Drug  (Dec) 

370,765 

546,833 

363 

160 

488 

329 

330 

J  P  Stevens  (Oct) 

661,922 

1,002,977 

■ 

225 

■ 

■ 

■ 

Stop  &  Shop  ()an) 

188,305 

720,478 

■ 

225 

■ 

■ 

■ 

Stop  &  Shop  ()an) 

379 

201 

■ 

275 

397 

Studebaker-Worthington  (Dec) 

453 

■ 

■ 

■ 

■ 

Suburban  Trust  (Dec) 

79 

60 

83 

33 

34 

Sun  Oil  (Dec) 

i3 

399 

419 

■ 

■ 

Sunbeam  (Mar) 

■ 

479 

■ 

■ 

■ 

Sundstrand  (Dec) 

■ 

203 

■ 

■ 

■ 

Super  Valu  Stores  (Dec) 

472 

■ 

245 

496 

205 

Superior  Oil  (Dec) 

■ 

263 

■ 

■ 

350 

Supermarkets  General  (Oct) 

325 

28 

352 

381 

300 

Swift  (Oct) 

188,305 

720,478 

625,309 

801,224 

527,326 

35,998 

2,528,211 

1,837,757 

314,975 

372,124 

344,615 

300,545 

83,701 

791,930 

494,025 

114,462 

172,751 

620,646 

744,059 

3,107,600 

■  482  363  471  ■  %bron  (Dec) 

315  ■■  ■  ■  Talcott  National  (Dec) 

■  ■  484  499  230  Tampa  Electric  (Dec) 

■  ■  202  ■  ■  Tafflpax(Dec) 

■  ■  92  ■  ■  Technicon  (Sept)" 


270,217 

791,107 

369,413 

56,005 

89,600 


299,757 
83.171 
84,133 
68,081 
78,723 


■ 

363 

496 

416 

■ 

Tecumseh  Products  (Dee) 

141,438 

420,090 

■ 

■ 

229 

■ 

■ 

Tektronix  (May) 

124,544 

148,857 

274 

108 

109 

133 

281 

Teledyne  (Oct) 

944,237 

1,294,775 

47 

42 

79 

26 

31 

Tenneco  (Dec) 

4,054,150 

2,450,598 

13 

10 

7 

5 

9 

Texaco  (Dec) 

9,281,573 

5,867,860 

223 

■ 

■ 

■ 

■ 

Texas  Commem  Bank  N  A  (Dec) 

1,154,175 

56,939 

133 

278 

287 

155 

61 

Texas  Eastern  Transmission  (Dec) 

1,685,026 

587,985 

394 

388 

■ 

405 

154 

Texas  Gas  Transmission  (Dec) 

605,225 

388,007 

412 

477 

194 

127 

257 

Texas  Gulf  Sulphur  (Dec) 

576,190 

301.769 

454 

193 

73 

271 

163 

Texas  Instruments  (Dec) 

526,758 

831,822 

157 
287 

Dl 

439 


171 

50 


357 
69 
473 
264 
387 


379 

■ 

141 
97 


71 
172 

■ 

416 
259 


91  80  Texas  Utilities  (Dec) 

93  253  Textron  (Dec) 

■  ■  Thrifty  Drug  Stores  (Aug) 


418 
387 
487 

59 


358 

371 

Time  Inc  (Dec) 

545,429 

618.489 

278 

436 

Times-Mirror  (Dec) 

324,053 

389.845 

260 

421 

Timken  Roller  Bearing  (Dec) 

378,223 

399,396 

■ 

■ 

Trane  (Dec) 

180,403 

232,753 

413 

64 

Trans  Worid  Airiines  (Dec) 

1,421.896 

1,098.440 

75 

■ 

^^                    3.508.487 

1,4.05,776 

■  Not  on  500  list,  t  Plus  stock. 

All  per  share  data  adjusted  for  stock  splits  and  dividends  through  May  15.  1970. 


34)  Standard  Oil  of  Ohio:  All  1969  figures  Include  British;  merged  in  January 
1970. 

35)  Technicon:  Company  went  public  in  December  1969. 
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PER  SHARE  DATA:  1969 

Common 

Net  Profits 

Cash  Flow 

Capital 
Expenditures 

Market  Value 

Extraordinary 

Market 

($000) 

($000) 

($000) 

($000) 

Cdt/Chg  (— )     Earnings 

Dividend 

Price  (Dec.  31) 

669.596 

35,349 

55,430 

25,334 

2.65 

1.50 

503/4 

4,337,292 

453,786 

766,695 

775.150 

5.35 

2.80t 

51  Vs 

3,319,680 

321.033 

619,563 

690,249 

4.54 

2.30 

48 

13,280,017 

1,047,639 

1.904.479 

1,690,716 

—0.91             4.87 

3.75 

613/4 

1,093.208 

51,922 

107,238 

211,919 

2.86 

2.70 

82>/2 

106,515 

11,012 

11,969 

632 

4.65 

1.40t 

45 

87,348 

10,003 

11,409 

6,988 

4.98 

2.40 

4372 

328,215 

31.578 

58,788 

52,960 

3.16 

1.80 

3378 

1,558.348 

51.795 

58,890 

14,640 

1.35 

0.71 

421/2 

239,928 

26,640 

58.163 

35,606 

4.35 

2.40 

39 

89,651 

7.445 

16.376 

18,743 

2.40 

0.90 

29% 

189.924 

32,844 

45.196 

27.281 

4.88 

1.00 

42 

62.372 

6,082 

6,921 

1.044 

6.05 

2.65 

62 

1.254,167 

152,260 

272.481 

302,435 

3.88 

0.94 

43% 

299.813 

13.812 

25,211 

9,251 

1.80 

0.80 

25% 

157,023 

12,323 

25,513 

13,934 

—0.18             1.83 

0.80 

2978 

47,614 

4,160 

7.697 

5,977 

1.98 

1.10 

23i/8 

538.887 

15,634 

32,158 

65,106 

3.80 

1.10 

1311/2 

103.028 

6,094 

10,710 

32,593 

1.51 

0.40 

281/4 

377.795 

21,921 

54,242 

40,055 

1.63 

0.60 

aiVs 

360.181 

16,735 

21,988 

11,958 

1.50 

0.60 

383/4 

57,954 

7.773 

12.386 

2.08 

1.00 

19»/2 

245.594 

15,550 

25,042 

54,797 

1.37 

0.73 

23 

634,725 

15,063 

16,357 

1.381 

5.34 

3.55 

225 

1.151,476 

12,520 

15,220 

7.800 

0.60 

none 

541/2 

235.167 

19,790 

23,033 

5,935 

10.85 

3.15 

129 

582.403 

14,089 

17.912 

11,861 

1.75 

none 

71% 

993.447 

60,103 

89,719 

42,000 

1.94 

nonet 

39 

1.282,235 

165,491 

332,723 

316,904 

2.31 

1.29 

231/8 

8,344.424 

769.804 

1.115,068 

791.858 

2.83 

1.55 

30% 

111.650 

9,242 

10,162 

3.19 

1.50t 

381/2 

474.786 

53,443 

120,099 

198,000 

2.40 

1.40 

233/4 

210.735 

20,341 

48,835 

90,268 

2.24 

1.48 

333/4 

657,097 

61,467 

79,780 

47,000 

2.02 

0.55 

21% 

1.376.492 

33,511 

83.237 

86.096 

3.06 

0.80 

1243/4 

1.433,250 

77,082 

120.210 

169,831 

3.03 

1.66 

551/8 

712,873 

76,122 

111.909 

48.623 

2.14 

0.83 

261/8 

98,527 

6,844 

8,660 

7,698 

1.47 

0.60 

211/8 

301,166 

23,916 

40,342 

30,348 

0.49             3.30 

2.30 

41% 

517,333 

32,420 

47,569 

23,412 

0.36             2.51 

0.50 

40i/« 

300,665 

34,692 

50.391 

24,400 

3.26 

1.80 

281/4 

354,380 

15,028 

22,592 

5,157 

2.76 

0.83 

65 

242,250 

19.894 

116,255 

197,400 

1.63 

0.50 

233/4 

1,647,928 

87,190 

109,823 

1.40 

0.50t 

26% 
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The  Dimensions  of  American  Business 


WHERE  THEY  RANK:  1969 

wm                'aviH 

1              Assets 

/ 

' 

Market 

Net 

Capttal      1 

Revenues 

Assets 

Revenues 

Value 

Profits 

Expenditures 

Company  (and  month  fiscal  year  ended)          l^H 

1              ($000) 

($000)      ^ 

207 

416 

348 

212 

88 

Transcontinental  Gas  Pipe  Line  (Dec) 

1,225,532 

361,233 

461 

■ 

412 

442 

155 

Trans-Union  Corp  (Dec)^' 

513,054 

176,262     d 

27 

32 

67 

81 

■ 

Travelers  (Dec) 

6,425,160 

2,832,218   J 

267 

■ 

■ 

■ 

■ 

Trust  Company  Georgia  (Dec) 

972,994 

66,605    1 

245 

75 

119 

87 

188 

TRW  (Dec) 

1,028,209 

1,588,396    1 

107 

88 

270 

202 

39 

UAL  Inc  (Dec)" 

1,945,703 

1,477,546 

97 

■ 

■ 

■ 

■ 

Union  Bancorp  Cal  (Dec) 

2,124,151 

140,019 

473 

345 

295 

295 

202 

Union  (^mp  (Dec) 

491,239 

449,537 

53 

30 

35 

21 

29 

Union  Carbide  (Dec) 

3,355,913 

2,933,015 

320 

■ 

■ 

■ 

■ 

Union  Commerce  Bank  Cleveland  (Dec) 

777,722 

40,479 

194 

■ 

298 

190 

78 

Union  Electric  (Dec) 

1,278,791 

284,194 

405 

■ 

■ 

■ 

■ 

Union  National  Bank  Pittsburgt)  (Dec) 

585,810 

33,602 

83 

70 

98 

32 

20 

Union  Oil  California  (Dec) 

2,476,414 

1,660,138 

89 

242 

115 

61 

71 

Union  Pacific  (Dec) 

2,322,034 

680,362 

332 

■ 

■ 

■ 

■ 

Union  Planters  National  Bank  Memphis  (Dec) 

730,002 

39,461 

465 

■ 

■ 

■ 

■ 

Union  Trust  New  Haven  Conn  (Dec) 

506,476 

34,918 

483 

■ 

■ 

■ 

■ 

Union  Trust  Maryland  (Dec) 

481,984 

27,810 

198 

81 

255 

193 

103 

Uniroyal  (Dec) 

1,258,701 

1,553,826 

163 

44 

288 

176 

204 

United  Aircraft  (Dec) 

1,488,355 

2,350,391 

358 

235 

■ 

359 

■ 

United  Merchants  &  Manufacturers  (iufle) 

686,245 

694,777 

187  231  238  252  ■  United  States  Fidelity  4  Guaranty  (Dec) 

■  371  ■  ■  ■  United  States  Freight  (Dec) 

427  336  268  286  312  United  States  Gypsum  (Dec) 

323  142  264  132  213  U  S  Industries  (Dec) 

487  ■■  ■  ■  US  Life  Holding  (Dec) 


1,299,809 

704,875 

150,000 

411,840 

558,672 

464,720 

757,727 

1,092,539 

473,763 

144,354 

128  ■■  ■  ■  United  States  Bancorp  Portland  (Dec) 

409  ■■  ■  ■  United  States  National  Bank  San  Diego  (Dec) 

218  92  131  118  124  U  S  Plywood-Champion  Papers  (Dec) 

■  ■  ■  385  ■  U  S  Smelting  &  Refining  (Dec) 

26  14  50  19  14  United  States  Steel  (Dec) 


1,703,144 
576,723 

1,178,818 
254,660 

6,560,200 


111,048 

34,234 

1,455,478 

176,378 
4,754,138 


478 
197 
217 


477 
139 
356 
155 


356 
■ 

381 
374 


402 

■ 

420 

■ 


450 


165 


444 


187 


■  United  States  Trust  New  York  (Dec) 
68  United  Utilities  (Dec) 

■  United  Virginia  Bankshares  (Dec) 

■  Universal  Leaf  Tobacco  (June) 

■  Universal  Oil  Products  (Dec) 


204 
151 


227 


466 

249 

■ 

469 
328 


210 

485 
265 
406 


University  Computing  (Dec) 

Upjohn  (Dec) 

Uris  Buildings  (Sept) 

USM  (Feb) 

Utah  Construction  &  Mining  (Oct) 


160 


472 


123 


368 


43 


Utah  Power  &  Light  (Dec) 
Valley  National  Bank  Arizona  (Dec) 
Virginia  Commonwealth  Bankshares  (Dec) 
Vir  -  nja  Electric  &  Power  (Dec) 


■  Not  on  500  list,  t  Plus  stock. 

All  per  shire  data  adjusted  for  stock  splits  and  dividends  through  May  15,  1970. 


36)  Trans  Union:  Formerly  Union  Tank  Car. 

37)  UAL,  Inc.:  Formerly  United  Air  Lines. 


488,723 

1,260,903 

1,196,957 

143,070 

332,831 


J 


489,390 
1,639,735 

688,651 
1,531,253 


43,044 
434,431 

74,788 
397,281 
408,587 


312,003 

108,060 

360,807 

371,011 

286,263 

72,237 

385,587 

356,109 

280,601 

68,949 

^6,952 

108,581 

46,388 

326,440 


172 


FORBES,   MAY  15,   1970 


A  Roster  of  the  Country's  Biggest  Corporations 


383.157 
305,325 
1,528,203 
125.280 
944.790 


497,448 
198,336 
464,051 
2,237,723 
106,580 


462.753 

42.000 

1,082,234 

958.320 

!   58,500 


60.936 

47,396 

518.678 

474.572 

171.975 


Net  Profits 
($000) 


43.695 
18.023 
82.640 
8,537 
78.230 


44,693 

14,675 

30,383 

186.220 

221 


47.594 

4,560 

153.230 

99.146 

4.554 


5.306 

5,825 

46.568 

50,909 

23,748 


Cash  Flow 
<$000) 


Capital 

Expenditures 

($000) 


PER  SHARE  DATA:  1969 


82.408 

33.640 

82.640 

9,873 

118,689 


152,839 
89,736 

9,485 
73,486 


186,874 
14,675 
57.867 

436263 
221 


270,260 

65,453 
322,234 


82,343 

4.560 

367,578 

157,789 

4.554 


171,133 

413,421 
178,300 


5.859 
6.270 

92,308 
126.475 

34.315 


446 

136.846 

65.226 

17,410 


Extraordinary 

Cdt/Chg  (— )      Earnings 


Dividend 


0.18 


1.70 
2.03 
1.75 
3.95 
2.36 


0.03 


0.09 


2.39 
3.55 
2.03 
3.08 
0.15 


0.12 
0.51 


1.60 
4.60 
4.59 
4.69 
3,04 


3.16 
5.04 
1.60 
4.21 
3.92 


1.00 
1.12 
0.68 
1.50 
1.00 


1.00 
1.40 
1.00 
2.00 
2.30 


1.20 
1.60 
1.50 
2.00 
1.70 


1.65 

1.91t 

0.70 

1,80 

1.28 


Market 
Price  (Dec.  31) 


171/4 

341/2 

33^8 

58 

381/2 


27 
48 

3078 

37 

73 


171/2 

42 

38i/« 

453/8 

39 


361/4 

41 

1978 
391/4 
271/4 


549.859 
205,055 
500.196 
510.088 
156.119 


35,710 
13,886 
31,619 
60,235 
9,546 


35,710 
18,833 
48.738 
76,682 
9,546 


10,092 
38,554 
61,311 


-0.11 


3.30 
2.07 
3.46 
2.12 
2.17 


2.00 
1.37 
3.20 
0.45 
0.50 


33% 
2972 
6O1/4 
253/8 

323/4 


145.038 

10.709 

13.103 

4.037 

49,280 

2,019 

3.322 

1,959 

872,439 

64,437 

108,617 

116,337 

89.765 

21,706 

25,642 

15,330 

828,204 

217.207 

506,778 

601,792 

4.35 


2.64 

1.34 

353/4 

1.46 

nonet 

32 

1.98 

0.80 

315/8 

8.86 

loot 

38% 

4.01 

2.40 

333/4 

124.950 
724,596 
156,195 
66,042 
274,924 


8,257 
48.154 
10,765 

7,827 
288 


8,257 

102,953 
10,765 
10,618 
11,743 


189,383 

2,990 
14.805 


—1.33 


3.93 
1.32 
4.65 
3.13 

0.03 


1.80 
0.88 
1.80 
1.50 
0.80 


591/2 

243/8 

671/2 

27 

275/8 


633,838 
781,763 
143,913 
175,554 
584,542 


16,826 
37.362 
4,918 
16,764 
26,723 


37,194 
49,544 
12,616 
37,495 
35,016 


61,862 
20,125 
44,851 
26,464 
14,500 


0.05 
0.14 


2.50 

2.54 
0.68 
3.47 
2.07 


none 
1.60 
0.40 
1.60 
0.56 


971/8 
531/4 
19V* 
3978 
44^/8 


158,508 

223,027 

59,714 

1745,625 


16,732 

12,565 

4.727 

63,251 


26,541 

14,744 

5,581 

104,271 


30,419 

8,468 

4,925 

255,500 


0.27 


3.01 
1.56 
1.94 
1.73 


1.76 
0.58 
1.20 
1.11 


323/8 

273/4 
231/2 

223/8 
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The  Dimensions  of  American  Business 


WHERE  THEY  RANK:  1969 


Market 
Assets      Revenues      Value 


Net  Capital 

Profits      Expenditures 


Company  (and  month  fiscal  year  ended) 


Assets 
($000) 


Revenues 
($000) 


277 


130 


205 


245 


459 


468 


■  Virginia  National  Bank  Norfolk  (Dec) 

■  Vornado  (Jan)  % 

413  Vulcan  Materials  (Dec) 

■  Wachovia  Corp  Winston-Salem  (Dec) 

■  Walgreen  (Sept) 


941,070 
304,730 
187,282 
1,694,240 
195,308 


59,148 
788,536 
220,096 
104,569 
672,886 


■ 

382 

■ 

416 

198 

42 

■ 

■ 

■ 

450 

■ 

■ 

30 

417 

311 

■  460  Ward  Foods  (Dec) 

97  424  Warner-Lambert  Pharmaceuttcat  (Dec) 

■  372  Washington  Gas  Light  (Dec) 

■  ■  Washington  National  (k)rp  (Dec) 
282  353  Wells  Fargo  (Dec) 


194,316 
571,515 
313,392 
530,580 
5,935,169 


395,683 
807,525 
126,349 
218,720 
360,270 


■ 

398 

■ 

■ 

■ 

West  Po'nt-Peppereli  (Aug) 

■ 

■ 

■ 

■ 

259 

Western  Air  Lines  (Dec) 

10 

252 

136 

121 

■ 

Western  Bancorporation  (Dec) 

300 

391 

338 

371 

123 

Western  Union  (Dec) 

82 

21 

33 

36 

77 

Westinghouse  Electric  (Dec) 

269,859 

367,588 

10,616,648 

829,291 

2,477,611 


372,215 
237,002 
660,103 
386,505 
3,509,153 


■  364  437  383  187  Westwaco  (Oct) 

138  117  31             43  69  Weyerhaeuser  (Dec) 

385  315  ■              ■  422  Wheeling-Pittsburgh  Steel  (Dec) 

415  135  176  196  270  Whiripool  (Dec) 

366  211  ■  300  ■  White  Consolidated  IndusUies  (Dec) 


438,034 
1,643,662 
616,813 
573,929 
660,754 


419,598 
1,239,168 

505,668 
1,153,530 

767,601 


426 
407 


171 
214 
322 


379 

445 
411 
434 


293 


461 


377 
336 


466 


White  Motor  (Dec) 
Whittaker  (Oct) 
Wickes  (Jan) 
Will  Ross  (Mar) 
Willamette  Industries  (Dec) 


558,779 

950,455 

579,124 

753,370 

234,139 

489,032 

69,059 

112,517 

147,445 

167,448 

457,716 

300,847 

468,720 

28,230 

187,512 

1,249,996 

917,988 

264,201 

291,230 

92,980 

267,083 

89,708 

1,300,948 

2,272,570 

920,532 

57,485 

131,089 

167,194 

1,555,197 

1,482,895 

495 

■ 

281 


186 

280 

■ 

151 


478 

■ 
115 


46 


87 


■ 

273 
243 


322 
389 

■ 


367 
■ 

331 
281 


132 
313 


W  lliams  Brothers  (Dec) 
Wilmington  Trust  Delaware  (Dec) 
Winn-Dixie  Stores  (June) 
W  sconsin  Electric  Power  (Dec) 
Wisconsin  Power  &  Light  (Dec) 


96 


99 

■ 

498 
28 


323 
175 


27 


Wiscons'n  Public  Service  (Dec) 
F  W  Woolworth  (Dec) 
WPNB  Pittsburgh  (Dec) 
William  Wrigley  Jr  (Dec) 
Xerox  (Dec)" 


292 


207 


■ 

409 
495 

■ 
230 


483 
394 
■ 
328 
465 
459 


I  Not  on  500  list,   t  Plus  stock.  X  Company  reported  capital  z-. 
too  late  for  ranking 


XTRA  Inc  (Sept) 

HH 

80,172 

41,709 

Yellow  Freight  System  (Dec) 

^H 

91,893 

161,671 

Zaie  (Mar) 

^H 

215,786 

282,593 

Zapata  Norness  (Sept) 

^H 

361,263 

191,111 

Zayre  (Jan) 

^H 

212,870 

599,868 

Zenith  Radio  (Dec) 

V 

336,525 

676,577 

dutc  figure           All  per  share  data 

adjusted  for  stock 

splits 

and  dividends  through  May  15, 

1970 

^ 

38)  Xerox:  All  1969  figures 

include  Scientific  Data  Systems; 

merged  in  May  1969 
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A  Roster  of  the  Country's  Biggest  Corporations 


Common 

Market  Value 

($000) 


Net  Profits 
($000) 


Cash  Flow 
($000) 


Capital 

Expenditures 

($000) 


PER  SHARE  DATA:  1969 


Extraordinaiy 
Cdt/Chg  (-) 


Earnings        Dividend 


'     Market 
Price  (Dec.  31) 


86,862 

92.883 

93.398 

263.854 

164,384 


7,883 

9.161 

12,217 

16.815 

12,113 


9.564 

9,161 

25.367 

18,609 

17,343 


3,403 
20,934 
25.297 

11,608 


0.11 
0.05 


2.11 
1.52 
2.04 
3.02 
1.91 


0.98 
none 
1.00 
1.00 
1.00 


23V4 
15% 
17 

531/4 
2578 


83,058 
2,128.748 

86,971 
209,232 
444,115 

109.250 

89,498 

857,552 

401,586 

2,308,376 


283,266 

2.458.796 

68,231 

694,543 

216,996 


188,005 
331.981 
274.760 
307.524 
283.781 


179,956 
82,205 
426,148 
326,681 
129,938 


87.344 
1,087.276 

61.176 

205.656 

8,201,336 


80.192 
90.125 
469,566 
156,695 
166,104 
627.660 


—1.797 
71,855 
13,415 
13,066 
32,028 


12,092 

—12,199 

63,967 

22,775 

149.888 


21,864 
131,362 
14,521 
45,943 
29,853 


12,435 
30,698 
11,515 
5.579 
17.035 


23,065 
7.878 
26,506 
32,035 
13,635 


10,278 

70,658 

7,518 

15.595 

161.368 


6,042 

7,035 

20,081 

15,652 

8.652 

39.621 


3,600 
88,297 
22,057 
13,066 
37,817 


26,082 
22,622 
76,645 
82,095 
219,443 


43,949 
200,209 
45,401 
72,317 
40,374 


21,626 
42,996 
17,594 
7,228 
26,569 


36,629 
8,582 
38.081 
57.755 
23,779 


19,680 

114,371 

8,192 

19,826 
391,892 


13,081 
15,534 
23,349 
33,825 
15,839 
51,630 


21,446 
24,293 
30,230 

32,026 


14,027 
46.845 

117.000 
173,653 


73,585 
187,309 
24,339 
43,922 
15.985 


29,603 
34,170 
17,895 
5,567 
21,106 


8,131 

730 

16,575 

109,272 

38.528 


36,662 

81,241 

2,004 

11,557 

338,889 


20,187 
27,419 
12,521 
35,663 
21,144 
21,554 


—2.43 


—0.59 
2.39 
3.17 
2.00 
3.50 


2.55 
—2.49 
2.98 
2.37 
3.76 


0.26 
—0.20 


2.08 
2.11 
3.15 
3.90 
2.45 


-0.77 
0.08 


1.83 
1.61 
1.68 
1.24 
1.88 


3.05 
3.93 
2.11 
2.07 
1.94 


—1.00 


1.47 
2.32 
2.95 
7.92 
2.08 


0.17 
0.11 


2.71 
2.01 
1.97 
3.41 
1.85 
2.08 


nonet 

1.10 

1.70 

0.68 

1.60 


1.85 
0.50 
1.25 
1.40 
1.80 


1.01 
0.78 
none 
1.60 
0.39 


2.00 

nonet 

1.00 

0.33 

0.47t 


none 
2.65 
1.59 
1.38 
1.28 


1.10 
1.15 
0.74 
5.50 
0.57 


none 

0.64t 

0.64 

none 

none 

1.40 


271/4 

701/2 

241/8 

36 

481/2 


23 

I81/4 

3978 

4478 

581/8 


271/8 
401/2 

183/4 
583/4 
211/8 


2878 

183/8 

40 

653/8 

3IV4 


28 
41 

3378 
2178 

205/8 


155/8 
373/4 

24 

1041/2 
1053/4 


355/8 
253/4 

423/4 

37 
36 
33 


a!  Notes: 

e  total  common  market  value  is  derived  by  multiplying  the  December  31.  1969. 

mmon  stock  price  by  the  shares  outstanding. 

Jny  banks  have  recently  formed  holding  companies  and  Forbes  has  restated  1968 

wits  where  distortions  would  otherwise  occur.  The  1968  rank  is  for  the  individual 

ink  before  the  formation  of  the  holding  company. 


3)  Net  profits  Include  all  extraordinary  credits  or  charges  in  income.  The  net  income 
used  to  calculate  the  percentage  gain  for  banks  on  the  ranking  list  has  been  re- 
stated to  conform  to  new  accounting  regulations.  In  1968,  Forbes  used  net  operating 
earnings  for  the  net  income  figure. 

4)  Many  financial  institutions  do  not  report  depreciation  charges.  In  those  cases  the  net 
income  figures  and  the  cash  flow  figure  will  be  identical. 
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Numbers^ 


or  Most  Giants 
Are  Happy  Giants 

Li/(e  it  or  not,  t/ie  U.S.  economy 

these  days  is  dominated 

by  a  race  of  corporate  giants. 

it's  probably  too  late  to  worry 

about  whether  great  size 

is  good  or  bad. 

The  real  question  is 

whether  it's  compatible 

with  long-term  growth, 

profitability 

and  economic 

efficiency. 


As  RECENTLY  AS  1945,  there  were  only 
ten  U.S.  industrial  corporations  with 
sales  of  more  than  $1  billion  annually 
and  only  one  with  sales  of  over  $3  bil- 
lion. Only  nine  earned  more  than  $50 
million  annually  and  only  two  over 
$100  million.  Today,  being  a  billion- 
dollar  company  is  no  great  distinction; 
there  are  no  less  than  140  of  them, 
and  of  these  26  have  sales  of  more 
than  $3  billion  and  14  sales  of  more 
than  $4  billion.  The  profit  gains  are 
even  more  impressive:  126  now  earn 
more  than  $50  million  annu  fUy,  49 
earn  more  than  $100  million,  ix  earn 
more  than  $500  million  and  two  more 
than  $1  billion. 
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Business  is  not  simply  getting  big- 
ger. Big  Business  is  coming  to  loom 
more  and  more  important  in  the  over- 
all economy.  In  1948  the  200  largest 
industrial  companies  controlled  less 
than  50%  of  manufacturing  assets;  20 
years  later,  they  controlled  almost  60%. 

There  has  always  been  an  antibig- 
ness  strain  in  the  U.S.  and  a  highly  re- 
spectable one  at  that.  You  can  trace  it 
back  to  Thomas  Jefferson.  Even  Sena- 
tor John  A.  Sheiman,  the  famed  anti- 
truster,  represented  a  conservative  fear 
that  corporate  bigness  would  smother 
enterprise. 

In  a  sense  the  conglomerates  last 
year  were  only  the  latest  form  of  cor- 


porate enterprise  to  suffer  at  the  hands 
of  this  ancient  American  distrust: 
Much  of  the  opposition  to  conglom- 
erates was  based  upon  an  honest  fear 
that  they  represented  a  stepped-up 
trend  toward  the  concentration  of  eco-- 
nomic  power  in  a  few  hands.  ^ 

And  when  the  newly  merged  Pennj 
Central  railroad  sank  into  near-chaos, 
the  opponents  of  bigness  could  say: 
"We  told  you  so,  the  road  is  just  too 
big  to  manage."  They  had  sai^  the 
same  thing  earlier  when  the  13-hour 
breakdown  in  the  technically  impres- 
sive East  Coast  electric  power  grid 
plunged  much  of  the  Northeast  U.S. 
into  darkness  in  1965.  j  I 

FORBES,   MAY   15,   1970 


rS  In 


Communicate  with  WUI. 


WUI's  twin-computer  Telex. 
It  ends  your  overseas 
phone  hang-ups. 

Using  the  phone  for  overseas  business? 

If  it  took  time  to  get  your  overseas  connection... 

If  there  was  a  language  problem . . . 

If  nobody  was  there  to  answer  your  call . . , 

If  you  had  to  write  something  before  or  after... 

If  you  paid  for  two  "hellos,"  two  "goodbyes," 

and  one  "how's  the  weather  over  there,  John" , . . 

If  any  of  these  happened  to  you,  you  should  have 

used  WUI  Telex,  computerized  to  route  your 

messages  by  cable  and  satellite  all  over  the  world. 

There  are  times  when  you  will  want  to  use  a 
telephone.  Arrange  it  by  Telex.  Confirm  it  by  Telex. 

For  more  information,  contact  WUI  TELEX 
26  Broadway,  New  York,  N.Y.  10004 
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Like  Hhe 
^ed  Queen? 


''...ft  takes  all 

the  running  you 

can  do  to  keep 

in  the 
same  placeJ* 


-THROUGH  THE  LOOKING  GLASS 


IN  NEBRASKA,  YOU  DON'T  NEED  TO 
RUN  QUITE  SO  FAST,  BECAUSE... 

Nebraskans  have  a  proven  record 
of  greater  productivity  /  labor  re- 
cruitment and  training  can  be  ac- 
complished smoothly  /  good 
plant  sites  are  available  at  rea- 
sonable costs  /  various  forms  of 
financial  assistance  are  available- 
/  the  business  climate,  fostered 
and  maintained  by  a  firm  belief  in 
profit,  is  warm  and  healthful. 

In  addition,  management  person- 
nel who  have  moved  into  the  state 
have  discovered,  much  to  their 
delight,  that  Nebraska  also  offers 
greater  liveability... without  so 
much  running. 


Want  proof?  Write  to 
James  W.  Monroe,  Director 


..----%.    NEBRASKA 

^  DEPARTMENT 
OF  ECONOMIC 
DEVELOPMENT 


•4-tOPt*^'^ 


Dept.  85,  State  Capitol,  Lincoln,  Nebr.  68509 


Is  U.S.  big  business  getting  too  big? 

Unfortunately,  the  question  is  large- 
ly an  academic  one.  The  trend  toward 
bigness  seems  so  powerful  that  prob=- 
ably  nothing  can  stop  it. 

Great  size  is  as  characteristic  of 
modern  life  as  it  was  of  the  age  of  the 
dinosaurs.  It's  not  simply  business  that 
is  big,  so  is  everything  else  these  days 
—from  cities  to  economies,  from  popu- 
lations to  problems.  It  seems  unlikely 
that  anything  short  of  catastrophe 
could  reverse  the  explosions  of  scale 
that  have  been  building  up  in  Western 
society  over  the  last  50  years. 

The  population  explosion  is  almost 
the  least  of  it.  The  breathtaking  ad- 
vance in  technology  over  the  past  25 
years— in  transportation,  information 
processing,  and  communication— has 
served  to  weld  what  were  once  rela- 
tively small  and  isolated  units  into  in- 
creasingly larger  ones.  Local  markets 
have  been  absorbed  by  regional  mar- 
kets, regional  markets  by  national 
ones,  and  these  in  turn  by  interna- 
tional ones.  Jet  aircraft,  computers  and 
the  communications  satellite  have 
gone  a  long  way  toward  creating  the 
one  world  the  politicians  have  de- 
spaired of.  These  same  tools  have  gone 
a  long  way  toward  enabling  men  to 
manage  corporations  on  a  scale  to 
match  their  markets. 

Economies  of  Scale 

Virtually  every  economic  develop- 
ment of  any  consequence  in  recent 
years  has  trended  toward  the  creation 
of  larger  and  larger  industrial  units, 
whether  it  is  a  Burlington  Industries 
seeking  to  escape  the  cycles  in  its  cot- 
ton textile  business  by  diversifying  into 
virtually  every  fiber  known  to  man,  or 
a  Georgia-Pacific  seeking  to  achieve 
the  full  range  of  profit  available  to  it 
by  integrating  back  into  timber,  lum- 
ber and  plywood  and  sideways  into 
paper  and  building  materials. 

In  the  end,  these  trends  resulted  in 
the  creation  not  simply  of  diversified 
companies  like  General  Motors  or  Gen- 
eral Electric,  but  of  full-blown  con- 
glomerates like  Textron  or  ITT.  In 
each  instance,  size  per  se  was  a  sec- 
ondary consideration.  The  object  was 
the  more  economic  and  efficient  util- 
ization of  the  potential  of  the  business 
unit,  whether  through  expanding  mar- 
kets, increasing  profits,  reducing  costs 
or  making  a  splash  in  the  stock  mar- 
ket. But  the  expansion  of  Georgia- 
Pacific  provided  an  incentive  for 
Weyerhaeuser  and  U.S.  Plywood,  just 
as  ITT's  diversification  provided  a 
model  for  RCA. 

So  size  is  not  simply  an  accident, 
any  more  than  pollution  is.  Both  are 
part  and  parcel  of  the  price  Western 
society  is  paying  for  the  affluent  socie- 
ty, the  good  life.  Only  through  econ- 


WUhout  Big  Business,  the 

U.S.  could  never  have  devel- 
oped the  assembly-line  tech- 
niques that  underlie  the 
current  high  standard  of  liv- 
ing. Above:  assembling  gar- 
den tractors  at  Deere  &  Co. 


omies  of  size  can  the  people  of  the 
world  achieve  rapidly  rising  standards 
of  living,  without  a  parallel  rise  in 
costs. 

The   auto   industry,   with   its   mass 
production,    assembly-line   techniques 
and  its  ability  to  spread  the  high  cost 
of  labor  over  a  large  number  of  units, 
set  the  pattern  that  industry  after  in- 
dustry  was   to   follow.   These   econo- 
mies of  size,  of  scale,  were  available 
not  only  in  manufacturing,  but  in  ev 
erything  from  distribution  to  advertis- 
ing, from  research  to  finance.  "In  mod 
ern    industrial    production,"   manage 
ment  consultant  Peter  Drucker  point 
out,  "the  small  unit  is  not  only  inefB 
cient,  it  cannot  produce  at  all." 

Nowhere  are  such  economies  mon 
evident  than  in  the  electric  utility  in 
dustry.  As  generating  plants  grov 
larger,  the  capital  costs  per  kilowatt  c 
capacity  drop  significantly— from  pei 
haps  $145  per  kilowatt  for  units  c 
100,000  kw  to  $125  per  kilowatt  fc 
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1964  was  our  best  year. 

1965  was  our  best  year. 

1966  was  our  best  year. 

1967  was  our  best  year. 


1968  was  our  best  year. 

1969  was  our  best  year. 


'ou  might  say  breaking  records  forsales,  earnings  and  dividends  is  getting  to  be  a  habit 
it  Continental.  Read  why  in  our  annual  report.  For  your  copy  write:  Public  Relations 
)epartment,  Continental  Can  Connpany,  633  Third  Avenue,  New  York,  New  York  10017 
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units  of  1  million  kw.  At  the  same 
time  efficiency  rises  and  operating 
costs— labor,  maintenance,  fuel— decKne 
significantly.  Thus,  though  there  may 
be  a  point  of  diminishing  returns,  the 
industry  has  not  yet  reached  it.  And' 
may  not  within  the  foreseeable  future. 

There  are  other  limits,  however.  You 
cannot  build  a  1-million-kw  plant  un- 
less you  can  foresee  markets  develop- 
ing fast  enough  to  absorb  most  of  its 
■  capacity.  So  that  in  a  sense  technology 
and  markets  have  to  go  hand  in  hand. 
But  this,  according  to  Philip  Sporn, 
former  president  of  American  Electric 
Power  and  one  of  the  most  innovative 
men  in  the  utility  industry,  is  only  the , 
half  of  it. 

"Suppose  by  building  a  10-million-  | 
kw  unit,"  he  says,  "you  can  do  so  for 
$100  a  kilowatt,  as  against  $145  now 
for  a  100,000-unit.  That's  a  billion  dol- 
lars rotating  on  a  single  shaft.  There 
isn't  an  industrial  complex  in  the  U.S. 
today  that  has  a  billion  dollars  worth 
of  facilities  in  a  single  spot.  A  billion 
dollars  in  the  utility  business  is  worth 
between  15%  and  16%  a  year  in  carry- 
ing charges,  and  that  means  $150 
million  a  year,  or  half-a-million  dollars 
a  day.  If  something  goes  wrong  for  a 
day,  you're  out  half-a-million  bucks.  So 
who  wants  a  billion-dollar  plant?  But 
if  anyone  had  asked  me  in  1920,  'Can 
you  see  a  million  kilowatts  on  a  single 
shaft?'  I  would  have  said,  'Who  would 
want  that?  The  whole  darned  industry 
has  only  ten  times  that  much  capac- 
ity.' But  I've  changed  my  mind.  I 
think  million-kilowatt  units  are  practi- 
cal and  economical,  and  it's  the  duty 
of  the  people  who  are  in  power  to  ex- 
ploit them.  And  million-kilowatt  units 
can  be  carried— have  indeed  been  car- 


Antibigness  feeling  is  noth- 
ing new.  Turn-of-the-cenfury 
Populists  attacked  the  trusts 
(above  left)  and  the  rail- 
roads (below).  Oddly,  So- 
cialists of  the  time  favored 
giant  monopolies— as  a 
first   step    toward    socialism. 


The  Performance  People: 


People  who  do  things  and  do 
them  well  expect  one  thing  from 
the  bank  that  handles 
their  investments: 

Performance.  Capital  apprecia- 
tion. In  black  and  white. 

At  Manufacturers  Hanover,  we 
live  with  this  demand  day-in, 
day-out.  Because  we're  respon- 
sible for  the  management  of 


funds  valued  at  more  than  seven 
billion  dollars— for  performance- 
minded  people. 

It's  a  job  that  requires  one 
of  the  largest  and  ablest  research 
and  management  organizations 
in  the  world. 

So  if  you're  the  kind  of  person 
who  wants  things  done  right, 
ask  about  our  Investment  Manage- 

theydetnand 
a  bank  that 
performs. 


ment  Service.  And  make  us  prove 
that  we  can  do  the  job— the  way  , 
you  expect  it  to  be  done. 

Personal  Trust  Division— 

350  Pifk  Avenue.  New  York,  N   Y.  10022 

Te/:  3B0-4943  (Area  Code  212) 

. . .  it's  good  to  have  a  great  bank  behind  yeu 

WT  MANUFACTURERS 
Ja*  HANOVER  TRUST 
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Look  in  the  land  of  the  Great 
Salt  Lake  for  the  most 
productive  workers  in  the 
West. 

Expect  the  lowest  absentee 
rates  you've  ever  experienced. 
M        Low  1.5%  to  2.4%  turn- 
over  rates  are  common. 

The  best  educated  labor 
force  is  available  in  Utah. 
Average  education  here  is 
12.2  years  compared  with  a 
national  average  of  10.6  years. 

Free  training  to  your 
specifications! 

Utah  workers  are 
productive;  there  are  many 
available  to  work  for  you. 

Utah  Industrial  Promotion  Div. 
Depi.  130 

167  Social  Hall  Av«nue 
Salt  Lake  City,  Utah  84111 


Win  the  WE$T.. from 

uraH! 


ried— to  larger  ratings  of  one  and  a 
half  million  or  even  one  and  two- 
thirds  million." 

The  irony  is  that,  far*from  being 
too  large,  most  utility  companies  these 
days  are  probably  too  .small.  Of  the 
U.S.'  400-odd  publicly  owned  electri- 
cal utilities,  only  61  have  as  much  as 
1  milHon  kw  capacity.  Obviously,  com- 
panies of  this  size  cannot  readily  pro- 
vide their  customers  with  low-cost 
power.  "Size  has  got  to  be  determined 
in  the  light  of  technology,"  Sporn  says. 
"Many  of  the  companies  in  the  busi- 
ness are  too  small.  There  are  too  many 
utilities— from  the  standpoints  of  econ- 
omies, safety  and  quality  of  the  ser- 
vice. We  need  to  have  fewer  compa- 
nies—not more  than  maybe  eight  or 
nine  large  systems— corresponding 
more  or  less  to  the  various  areas  of  the 
Federal  Power  Commission." 

If  nothing  else,  the  awesome  power 
of  labor  unions,  especially  the  craft 
unions,  can  only  be  matched  by  enter- 
prises big  enough  to  stand  up  to  them. 
A  General  Electric  can  take  a  bruising 
strike— not  really  expecting  to  "win" 
but  at  least  succeeding  in  moderating 
excessive  demands;  a  small  company 
could  hardly  afford  to  do  so.  It's  no 
accident  that  the  most  shocking  and 
unproductive  labor  situations  exist  in 
what  is  perhaps  the  most  fragmented 
of  all  U.S.  industiies:  construction. 

The  Balance  of  Bigness 

For  proof  of  the  trend  to  bigness, 
you  need  look  no  further  than  the 
U.S.  auto  business.  As  it  has  grown 
and  grown  and  grown,  the  number  of 
producers  has  shrunk  and  shrunk  and 
shrunk.  On  the  eve  of  World  War  II 
there  were  ten  separate  companies; 
today  there  are  only  four.  And  of  these, 
American  Motors,  a  $l-billion  com- 
pany, and  Chrysler,  a  $7-billion  com- 
pany, sometimes  seem  hopelessly  out- 
matched. 

In  Europe,  the  trend  toward  big- 
ness came  somewhat  later,  but  it  is 
moving  even  faster.  Especially  in  the 
automobile  industry.  As  the  U.S.  and 
European  auto  markets  have  gradually 
moved  closer  together,  the  U.S.  pat- 
tern could  hardly  fail  to  duplicate  it- 
self in  Europe.  Confronted  with  the 
massive  competitive  strength  of  the 
big  U.S.  producers,  the  European  au- 
tomakers have  undertaken  massive 
consolidations  as  their  last  hope  of 
survival.  With  half  the  British  motor 
industry  in  U.S.  hands,  the  British 
threw  together  British  Leyland,  the 
only  European  motor  company  ca- 
pable of  matching  the  U.S.  producers 
in  length  and  breadth  of  line. 

The  auto  industry  is  only  the  most 
ob\ious  example  of  the  pressure  the 
U.S.  giants  arc  exerting  in  Europe. 
According  to  Richard  J.  Barber  in  his 


Trust-Busfer.  Is  bigness  bad? 
Senator  John  Sherman,  a 
raiher  conservative  man, 
thought  so  and  authored  some 
early  antitrust  legislation. 


new  book,  The  American  Corporation, 
U.S.  businesses  are,  on  average,  five 
times  larger  than  their  leading  British 
or  German  competitors  and  ten  times 
larger  than  the  French  companies. 
And  this  has  exerted  constant  pres- 
sure toward  the  creation  of  ever-larger 
European  units— International  Com- 
puters, for  instance,  an  amalgamation 
of  most  of  Britain's  computer-makers; 
Montecatini-Edison,  a  merger  of  most 
of  Italy's  chemical  and  petrochemical 
industry;  and  Thomson  Houston- 
Hotchkiss  Brandt,  a  consolidation  of 
most  of  France's  appliance  and  elec- 
tronics industry.  More  imaginatively, 
Britain's  Dunlop  and  Italy's  Pirelli 
crossed  national  lines  and  worked  out 
a  merger  that  will  create  a  company 
capable  of  vying  with  Firestone  for 
second  place  in  the  tire  industry. 

The  economies  of  scale  aside,  size 
confers  certain  unquestionable  corpo- 
rate advantages.  Among  others,  it  per- 
mits a  company  to  support  the  normal 
centralized  accounting,  financial  and 
legal  services  at  lower  cost  and  higher 
efficiency  and  to  provide  a  full  range 
of  other  sei^vices  as  well— research,  en- 
gineering, public  relations,  for  exam- 
ple. Then  too,  it  enables  a  company 
to  withstand  losses  in  one  product  or 
geographical  area  that  would  bank- 
rupt its  smaller  competitors,  and  ob- 
viously enables  it  to  gain  the  financing 
it  needs  to  sustain  its  efforts— both  in- 
ternally and  externally— with  far  less 
difficulty.  Great  size  also  generally  en- 
(Continued  on  page  187) 
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n  under  the  sun ...  or  adventure  under  the  sea 
we  package  power  for  both 


'-Vac  transistor  batteries  power  millions  of 
around  the  world.  They  were  the  first  with 
M-in-steel  construction  .  .  .  now  the  accepted 
i)f  long  life,  leak  protection  and  generally  high 
I/.  Exide  SeaSpace  batteries  provide  the  sole 
r?  of  power  for  most  of  the  nation's  growmg 
tf  oceanographic  research  submarines.  D  ESB 
)  nakes  private  telephone  systems,  corrosion- 
nnt  materials,  many  products.  It  serves  over 
f  e  world  markets  with  73  plants  in  17  countries. 
1  il  sales  are  more  than  $230  million.  68  years  of 
s:utive  quarterly  dividends.  Learn  more  about 
-nte  for  our  latest  report.  ESB  Incorporated 
i>rly  The  Electric  Storage  Battery  Comp'any),  2 
reenter  Plaza,  Philadelphia,  Pennsylvania  19102. 


We  also  make  respirators,  precision-molded  plastics 


ESB  INCORPORATED 

WORLD  LEADER  IN  PACKAGED  POWER 
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Opx^j-     )       To  win  races,  competition  drivers 
I  .         depend  on  the  superior  perform- 
ance of  products  from  ACF's  Carter  Carburetor  Division. 

Racers  know  Carter.  They  know  why  Carter 
fuel  system  components  are  standard  equipment  on 
hundreds  of  thousands  of  new  cars  out  of  Detroit.They 
know  Carter  can  take  it -in  stop-and-go  traffic  or  in 
500-mile  racing  events. 

You'll  find  ACF  products  where  you  never  ex- 
pected. Aboard  submarines.  On  tennis  courts.  In  mis- 
siles. In  the  center  of  the  containerization  revolution. 
And  on  the  Alaskan  North  Slope. 

If  the  pace  of  ACF  surprises  you, 
it's  because  we've  gotten  used  to  moving  [QCp 
faster  than  our  hard-driving  customers.        X^,^ 

ACF  INDUSTRIES 

American  Car  and  Foundry  Division,  Cartel  Carburetor  Division.  Shippers  Car  Line  Division,  W-K-M 
Valve  Division,  and  The  Polymer  CGrporatlon.Rennennber  when  we  were  just  in  the  railroad  business? 
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New  York... 

everybody's  Mecca. 

Financial,  cultural, 

and  fun  capital... 

a  Phelps  Dodge  City. 
^e^e,  as  everywhere, 
ve  work  at  making  it 
happen. 


he  underground  movement"  starts 
ist  25  miles  from  Times  Square, 
ew  York  City  started  burying  its  power 
ables  and  utility  lines  after  the 
zzard  of  '88  when  damage  to  over- 
bad lines  was  so  great  that  a  law 
as  passed  prohibiting  them.  Today, 

burying  of  utility  lines  is  spreading 
yond  cities  to  the  suburbs  and  small 
wns  A  key  research  facility  for 
IS  present-day  "underground  move- 
nt for  a  more  beautiful  America"  is 
Phelps  Dodge  Extra-High  Voltage 
boratory  at  Yonkers 
On  the  Hudson  River  just  north  of 

New  York  city  line,  our  lab  (the 
Dst  advanced  of  its  kind)  can  generate 
'Ctncal  impulses  up  to  4,600,000 
Its  and  AC  and  DC  potentials  as  high 
1:2  and  2  million  volts.  Its  primary 
rpose  IS  to  extend  the  voltage  range 
d  operating  life  of  underground 
ulated  cables.  This  improves  their 
iciency  and  makes  them  economi- 
ly,  as  well  as  esthetically  desirable, 
upplying  modern  electrical,  gas, 
d  fluid  conductors  is  a  Phelps  Dodge 
;cialty.  You'll  find  our  high-and  low- 
tage  power  cable,  building  wire, 
ctrical  conduit,  coaxial  cable,  tele- 
Dne  wire  and  cable,  magnet  wire, 
denser  and  heat  exchanger  tubes, 
mbing  pipe  and  tube,  valves  and 
ngs...our  many  copper,  aluminum 
I  alloy  products  at  work  everywhere. 


;r  aluminum  and  alloy  products 


Scaling  Up.  Is  bigness  desirable?  Well,  supertankers  like  Gulf's  Uni- 
verse Ireland  have  greatly  cut  the  cost  of  hauling  petroleum  products, 
and   such    tankers   are    out   of   reach    of   all   but   truly   big   enterprises. 


(Continued  from  page  182) 
ables  a  company  to  purchase  materials 
and    other    supplies    somewhat    more 
cheaply  than  its  smaller  competitors. 

Such  considerations  are  by  no  means 
negligible.  •  GM  succeeded  in  es- 
tablishing itself  as  the  U.S.'  major  die- 
sel  locomotive  producer,  for  instance, 
primarily  because  it  believed  in  the 
diesel  as  its  competitors  did  not.  But 
GM's  position  as  one  of  the  U.S.'  larg- 
est shippers  was  a  major  factor  in  per- 
suading railroads  to  buy  GM  diesels. 

So  it  seems  inevitable  that  change 
demands  size,  but  it  does  not  follow 
from  this  that  size  is  an  unmixed  bless- 
ing. CertainJy  it  is  not. 

"There  is  the  problem  of  organizing 
to  manage  bigness.  A  half-century 
ago,  it  was  possible  for  an  executive  to 
expand  a  company  to  almost  any  size 
without  running  into  any  serious  man- 
agerial difficulty.  But  the  problems  of 
business  have  become  so  complex,  and 
the  competition  of  professional  man- 
agers so  intense,  that  after  a  corpora- 
tion reaches  a  certain  size,  the  en- 
trepreneur these  days  is  generally 
forced  to  abandon  personal  rule  in 
favor  of  a  formal  management  system. 

The  problem  is  a  continuing  one, 
and  it  expresses  itself  in  a  variety  of 
ways— at  one  point  as  a  marketing 
problem,  at  another  as  a  financial  one, 
at  still  another  as  an  organizational 
one.  Which  is  why  Monsanto  reorgan- 
ized its  fibers  business  a  while  ago  by 
mark'et  rather  than  by  material.  Why 
GM  is  once  again  reorganizing  its  top 
management  structure.  And  why 
Deere  &  Co.   is  breaking  ofiF  its  in- 


dustrial equipment  into  a  separate  di- 
vision—to reflect  its  expanded  size.  In 
each  case,  the  symptom  is  different 
but  the  stress  is  the  same. 

The  basic  problem  for  the  large  cor- 
poration remains  the  problem  of  con- 
trol, of  managing  the  assets  of  the 
company  for  the  highest  efficiency. 
And  the  larger  a  business  becomes, 
the  more  diffused  and  complex,  the 
more  difficult  it  is  to  do  so,  and  so 
executives  have  to  find  ways  to  reduce 
the  business  to  simple  and  more  man- 
ageable terms  once  again— to  decen- 
tralize it,  to  delegate  responsibility  to 
semiautonomous  subsidiaries.  Obvi- 
ously an  organization  that  is  right  for 
one  phase  of  a  company's  growth  is 
not  right  for  another. 

"The  question,"  says  City  Investing's 
George  Scharffenberger,  one  of  the 
country's  top  conglomerators,  "is  how 
many  management  units  a  manage- 
ment can  be  related  to.  In  other 
words,  what  is  the  management 
breadth,  the  management  span,  of  any 
administrator?  At  City,  our  approach 
has  been  that  they  must  be  relatively 
few  to  be  adequately  managed  as  a 
whole.  We  have  deliberately  kept  our 
units  under  ten.  Those  units  may  be 
very  large,  however,  and  our  largest 
is  almost  $700  million." 

There  is  no  question  that  this  care- 
ful tuning  of  structure  to  size  can  pay 
off.  Texaco's  long-term  success  is  gen- 
erally ascribed  to  its  delicate  balance 
of  production,  refining  and  marketing 
operations.  But  Texaco  has  been  no 
less  careful  about  the  way  in  which  it 
has  tuned  its  business  to  the  limita- 
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YOURS  ON  REQUEST 

Available  Industrial  Properties 

ranging  from  18,137  sq.  ft.  to  231,075  sq.  ft. 

in  Central  Eastern  Pennsylvania 


Here's  an  up-to-date  listing  of  available  industrial 
facilities  ideally  situated  within  easy  reach  of 
Eastern  markets.  Mail  the  coupon  for  your  copy 
of  this  new  folder.  No  obligation,  of  course. 


Donald  N.  Stocker,  Mgr.,  Area  Development 
PENNSYLVANIA  POWER  &  LIGHT  COMPANY 
901  Hamilton  Street 
Allentown,  Pennsylvania  18101 
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Please  send  me  the  recent  copy  of  Available  Industrial 
Properties  folder. 


Name. 


Company. 

Address 

City 


.Phone. 


THE  HEART  OF  THE  MARKET 
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tions  of  its  management  structure.  De- 
spite its  great  size,  Texaco  remains  a 
highly  centralized  organization,  with  a 
strong  chief  executive  and  a  divisional 
structure.  Partly  for  this  reason,  and 
unlike  its  competitors,  Texaco  has  not^ 
advanced  into  coal,  into  chemicals  or 
fertilizer  (except  as  a  supplier  of  raw 
materials),  lest  the  demands  of  those 
businesses  impose  strains  its  structure 
is  not  calculated  to  endure.  And  this— 
rather  than  the  difference  in  size— goes 
part  way  toward  explaining  why  Tex- 
aco has  outperformed  Jersey  Standard. 

Ends  and  Means 

Or  take  Bendix  and  TRW,  two  com- 
panies with  roughly  the  same  sales 
volume  and  very  much  the  same  prod- 
uct line.  But  what  a  difference  in  re- 
sults: Bendix  averages  10.9%  on  equi- 
ty, TRW  19.5%.  The  difference  partly 
stems  from  the  way  in  which  the  two 
companies  are  organized.  Partly  be- 
cause it  grew  by  acquisition  and  con- 
trolled its  operations  in  conventional 
management-company  style,  TRW  has 
had  little  difficulty  in  managing  the 
tremendous  breadth  of  its  business  and 
product  line.  Bendix,  however,  which 
grew  up  in  a  time  when  management 
was  centraHzed,  has  been  laboring 
hard  for  some  years  now  to  break  up 
and  reorganize  its  product  lines  into 
groups  that  are  responsive  to  its  con- 
trol—to achieve,  in  short,  something  of 
TRW's  structure.  Clearly  the  differ- 
ence is  not  size  or  even  diversity,  but 
organization. 

Certainly  management  has  been  at 
the  heart  of  the  Penn  Central's  prob- 
lems. The  Pennsylvania  was  hard  put 
to  manage  its  9,557-mile  system  be- 
fore it  merged  with  the  New  York 
Central,  so  it  is  hardly  surprising  that 
its  troubles  multiplied  once  the  merg- 
er was  accomplished.  But  is  the 
merged  company  too  big  to  be  man- 
aged? Time  will  tell. 

From  such  evidence,  there  are  those 
today  who  claim  that  a  fast,  little  guy 
can  beat  a  big,  slow  guy— in  spite  of 
all  the  undoubted  benefits  of  size. 
They  point  to  the  numerous  little  com- 
panies that  have  come  from  nowhere 
and  stolen  from  the  giants  the  com-  ' 
puter  software  business,  fast-food 
franchising,  instant  photography  and 
large  parts  of  the  computer  and  copy- 
ing business.  And  they  point  to  the 
continuing  lackluster  performance  of 
such  giants  as  U.S.  Steel,  F.W.  Wool- 
worth  and  many  others. 

They  have  a  point.  Corporations  are 
understandably  reluctant  to  deviate 
from  the  formulas  responsible  for  their 
long-temi  success,  because  those  for- 
mulas after  all  were  responsible  and 
because  the  bigger  the  corporation,  ^ 
the  more  there  is  at  stake.  Then  too, 
because   of   the   organizational   stnic 
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CO  Standard  is  a  winner  in  the 
isiness  league  because  the  team 
!  field  gets  top  performance  from 
ery  player. 

Before  inviting  a  company  to 

n   Alco's    "Corporate    Partner- 

ip,"  our  scouts  thoroughly  ex- 

line  its  earnings  history  and 

3Wth  potential.  The  management 

asked  to  detail  what  steps  would 

taken  if  given  free  rein  and  ade- 

ate  financial  backing. 

We  look  for  owner-managers 

10  will  turn  over  their  admini- 

ative  chores  to  Alco's  corporate 

iiff  of  business  specialists  and 

'  rk  twice  as  hard  at  what  they 

t  ow  best  —  producing  and  selling 

tiir  goods  or  services  at  a  profit. 

We  seek  companies  headed  by 

Jjcutives  who  have  the  ability  to 

:  sh  their  company  forward  with- 

::  t  losing  sight  of  the  need  to  ad- 

i-  ace  the  interests  of  Alco  Stand- 

H  as  a  whole. 

But  no  matter  how  attractive  a 
F)spect's   future   potential   may 


FIVE  YEAR  RECORD* 
IN   MILLIONS 
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$50 
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NET  WORKING 
CAPITAL 


Year  Ended  Sept.  30 


'65    '66     '67    '68    '69 

*From  1969  annual  report 

•  Listed  on  New  York  Stock  Exchange 
Ticker  symbol :  ASN 

"The  Corporate  Partnership" 


seem,  we  wUl  not  consider  a  merger 
unless  the  company  immediately 
can  contribute  to  an  improvement 
in  Alco's  earnings  per  share. 

As  a  result  of  these  policies,  Alco 
Standard  has  chalked  up  a  33  per- 
cent total  compounded  annual 
growth  rate  of  earnings  per  share 
for  the  last  five  years.  Net  working 
capital  has  increased  from  $5.9 
million  in  1965  to  $57.8  million  in 
1969.  Earnings  per  share  have  risen 
from  38  cents  to  $1.55  during  the 
same  period. 

Each  year,  hundreds  of  pri- 
vately held  companies  indicate  an 
interest  in  joining  Alco  Standard's 
"Corporate  Partnership."  With 
our  record  in  the  business  league, 
who  can  blame  them? 

Net  working  capital  is  just  one 
measure  of  Alco  Standard's  rapid 
and  profitable  growth.  Our  1969 
Annual  Report  has  all  the  details. 

Write  Alco  Standard  Corporation, 
Valley  Forge,  Pennsylvania  19481. 
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ture  that  size  generally  imposes— re- 
moving top  management  from  opera- 
tions, installing  generalists  rather  than 
specialists— decisions  are  made  at  a  re- 
move, so  that  the  top  man  is  less  likely 
to  be  knowledgeable  enough  to  take 
the  higher  risks  that  yield  really  spec- 
tacular rewards.  He  is  also  less  likely 
to  have  an  ownership  interest  in  the 
company,  so  that  the  risk  is  his  job, 
not  his  fortune.  Thus,  as  a  company 
grows  larger,  the  tendency  is  to  con- 
serve what  is  rather  than  to  realize 
what  might  be. 

Profits  and  Problems 

Still,  the  trend  is  inevitably  toward 
bigness.  Most  successful  little  firms 
strive  mightily  to  become  big  ones— 
whether  they  sell  hamburgers  or  com- 
puter programs.  True,  the  very  biggest 
corporations  do  not  generally  earn  the 
highest  return  on  investment.  The  most 
profitable  food  chain,  for  instance,  is 
not  A&P  but  Pueblo  Supermarkets. 
The  most  profitable  steel  company  is 
not  U.S.  Steel  but  Kaiser.  The  most 
profitable  airline  is  not  United  but 
Delta.  The  most  profitable  oil  com- 
pany is  not  Jersey  Standard  but  Tex- 
aco. The  most  profitable  retailer,  not 
Sears  but  J.C.  Penney.  The  list  goes 
on  and  on.  The  really  big  profitmakers 
in  U.S.  industry  are  middle-sized  con- 
sumer goods  companies  like  Avon 
Products,  Gillette  and  Heublein.  But 
these,  too,  are  big  companies  by  most 
standards:  In  1969  Avon  had  sales  of 
$656.7  million,  Gillette,  $609.6  mil- 
lion and  Heublein  $520.9  million. 

In  one  sense,  the  conglomerate 
movement  can  be  understood  in  this 
context.  Many  of  them  were  built  on 
the  foundations  of  big,  tired  old 
companies:  Textron  on  American 
Woolen;  LTV  on  Chance  Vought; 
AMK  on  United  Fruit;  ITT  on  the  old 
International  Telephone  &  Telegraph. 

And  therein  lies  the  answer  to  those 
who  say  that  bigness  and  efficiency 
are  incompatible:  The  conglomerates 
did  not  treat  these  sick  companies  by 
making  them  .smaller  but  rather  by 
making  them  both  parts  of  bigger 
wholes  and  more  efficient.  Meanwhile, 
such  giants  as  General  Motors  and 
General  Electric  remain  as  living  proof 
that,  while  giants  cannot  grow  as  fast 
as  midgets,  they  can  nevertheless  grow 
both  well  and  profitably.  "Growing  to 
the  size  we  have  now,"  says  Textron's 
President  William  G.  Miller,  "hasn't 
lessened  our  return  on  investment." 

So  the  real  question  to  ask  is  not: 
Is  business  getting  too  big?  The  an- 
swer to  that  question  is  that  it  must. 
"The  real  question,  then  is:  How  can 
we  make  bigness  compatible  with  ef- 
ficiency, with  creativity  and  with  gen- 
uine democracy?  That  will  be  the  real 
test  for  the  Seventies.  ■ 
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Investing:  The  Case  for  Bigness 


Are  the  big  companies,  the  blue- 
chip  companies,  finished  as  good' 
investments?  If  they  are,  so  is  the 
big  mutual  fund;  being  big,  it  can 
invest  only  in  big  "companies— at 
least  according  to  some  theories. 
Below,  however,  a  top  money  man- 
ager argues  that  perfomiance  and 
big  funds  are  very  far  from  be- 
ing incompatible.  The  money  man- 
ager: Richard  A.M.C.  Johnson, 
vice  president  of  the  $2-billion 
Dreyfus  Fund. 

A  gazelle  can  outrun  an  ele- 
phant, and  they  say  that  a  good  lit- 
tle mutual  fund  can  outperform  a 
good  big  fund  any  time.  What  do 
you  say? 

Johnson:  I'd  like  to  get  away  from 
the  idea  that  we  have  to  defend 
size  all  the  time.  We  can  still  hope 
to  get  a  reasonably  above-average 
return.  But  we're  of  a  size  now 
where  we  have  to  use  new  tech- 
niques. If  we  don't  perform,  it's  be- 
cause we  mismanaged,  not  because 
we  have  $2  billion. 

Size  is  not  the  problem.  The 
problem  is  that  people  try  to  man- 
age larger  amounts  of  money  the 
same  way  they  managed  smaller 
pools.  In  the  great  performance  ac- 
tivity of  1968,  it  was  assumed  that 
size  was  why  the  larger  mutual 
funds  weren't  showing  up  as  well 
as  the  go-go  funds.  But  if  smaller 
size  were  a  great  advantage,  what 
happened  in  1969?  [most  of  them 
were  clobbered].  It's  the  way  you 
manage  that  counts.  The  people 
who  ran  the  go-go  funds  were  good 
money  managers,  but  they  did  not 
adapt  to  the  new  vehicle.  You  can- 
not run  a  $200-million  fund  like 
you  used  to  run  a  $20-million  fund. 
And  when  you  get  up  to  $800  mil- 
lion, $900  million,  $1  billion,  you 
can't  run  that  like  you  ran  a  $400- 
million  fund.  They  were  unable  to 
recognize  that  the  investment  ap- 
proach has  to  be  different. 

So  what  do  you  do  differently 
with  a  big  fund? 

Johnson:  We  might  have  a  couple 
of  hundred  stocks  in  our  portfolio, 
but  you  have  to  realize  that  they're 
grouped  on  a  narrow  basis.  We 
have  to  invest  meaningful  amounts 
of  money  that  will  have  an  impact 
on  the  portfolio. 

So  what  do  we  do?  We  take  the 
industry  approach.  If  we  can  iden- 
tify an  area  that  will  be  attractive 
for   a    reasonably   good   period   of 
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time,  we  make  one  investment  that 
might  encompass  anywhere  from 
three  to  a  half-dozen  companies 
or  as  many  as  20  or  25.  I  look  on 
the  portfolio  as  not  more  than  a 
dozen  or  so  investments.  This 
way  YOU  have  control  of  what 
you've  got.  You  make  errors,  but 
yoii  know  why. 

You    must    have    a    very,    very 
broad  definition  of  "industry." 

Johnson:  Actually,  it's  a  conceptual 
approach.  It  doesn't  have  to  be  an 
industry  per  se.  It  won't  be  long 
before  we  change  the  headings  in 
our  reports  to  give  some  insight 
into  what  we're  thinking,  getting 
away  from  starting  with  aerospace, 
airlines,  building  and  going  right  on 
down  the  line.  If  you  had  a  con- 
cept of  change  in  money  rates— up 
or  down— for  instance,  that  would 
cut  through  a  cross  section  of  in- 
dustry—financial, perhaps  buildin>;. 

What  concepts  do  you  like  now? 

Johnson:  The  whole  area  of  natu- 
ral gas  is  a  very  attractive  invest- 
ment now.  After  ten  years  of  ad- 
verse regulatory  environment  in 
the  U.S.,  there's  a  shortage  of  natu- 
ral gas.  Regulation  is  lifting,  prices 
are  going  up.  This  suddenly  opens 
up  a  whole  host  of  companies  that 
had  been  relatively  unattractive: 
producers,  transmission  companies, 
gas  gatherers,  equipment  suppliers. 
We  put  over  $100  million  into 
this   one   investment  concept,   but 

Johnson  of  Dreyfus  Furtd 


Can  you  grow  any  kind  of  plant 
on  our  3  million  acres? 


The  new  Burlington  Northern  railway 
offers  today's  plant-site  seekers  some 
21,000  acres  of  prime  developed  sites 
plus  more  than  3  million  acres  of  un- 
developed prop- 
erty. The  largest 
selection  in  North 
America!  That's 
a  lot  of  real  estate 
for  growing  al- 
most any  kind  of 
plant  you  want. 
And  you  can  start 
things  growing  by 
talking  to  just 
one  man,  George 
Defiel,  Vice  Pres- 
ident of  Burling- 
ton Northern's  In- 
dustrial and  Eco- 
nomic Develop- 
ment Department. 
George  can  get  you  information  on 
resources,  water  sources,  power  sources, 
labor  sources,  tax  laws  and  zoning 
laws,  weather  conditions,  soil 
conditions,  even  the  length  of 
the  growing  season.  All  this 
and  more  about  virtually  any 
town  the  BN  serves 


Want  specialized  information  about 
the  development  of  agriculture-oriented 
industry?  We  at  Burlington  Northern 
pride  ourselves  on  this  exclusive  capabil- 
ity gained  from 
more  experience 
in  this  field  than 
any  other  railroad. 
Still  need  con- 
vincing? We  will 
fly  you  out  to  the 
sites  that  interest 
you  in  one  of  our 
3  executive  air- 
craft. 

Start  planting 
now !  Get  in  touch 
with  George 
Defiel.  The  man 
who  knows  and 
likes  to  say  'Yes'. 
Let  him  help  you 
find  your  spot  in  this  69  million  people 
market.  On  thenewBurlingtonNorthern. 
The  railroad  that  Hkes  to  say  'Yes'. 

Burlington  Northern  Inc. 
St.  Paul,  Minnesota  55101. 
Phone:  612-222-7773. 


BURLINGTON 
NORTHERN 


Formerly  Northern  Pacific.  Great  Northern,  Chicago  Burlington  &  Quincy,  and  the  Spokane,  Portland  &  Seattle  Railways. 
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Rockwell  Report 

by  Clark  Daugherty,  President 

ROCKWELL  MANUFACTURING  COMPANY 


With  housing  starts  in  the  doldrums,  some  people  raise  their  eyebrows  when 
we  talk  optimistically  about  the  construction  market  as  a  major  contributor  to 
our  growth. 

There  are  two  reasons  for  this  seeming  contradiction:  First,  our  managers 
decided  years  ago  that  they  didn't  want  the  future  of  our  products  for  the 
building  trades  tied  to  "single  family  dwelling  starts."  Second,  there's  a  lot  more 
to  our  participation  in  "the  construction  market"  than  that  one,  classic  indicator. 

So  in  1969,  a  year  with  a  dismal  housing  record,  we  made  new  sales  records 
for  water  and  gas  meters.  We  led  in  the  replacement  market  through  innovative 
marketing  techniques;  new  meters  especially  designed  for  mobile  homes  were 
introduced  and  sold  to  this  fast  growing  industry.  And  we  did  better  "back  up 
the  line,"  where  our  innovations  in  large  volume  measurement  provided  gas 
and  water  utilities  with  greater  measurement  efficiency  than  they  had  before. 

Although  home  builders  were  not  buying  record  numbers  of  power  tools, 
home  owners  did  —  and  so  did  remodelers,  both  professional  and  amateur. 
Another  good  measure  of  the  resurging  do-it-yourself  market  is  the  excellent 
growth  of  our  1969  acquisition,  Sterling  Faucet.  Sold  through  hardware  distri- 
bution. Sterling  accessories  have  their  major  market  with  home  owners  up- 
grading or  adding  bathrooms  —  and  more  of  them  did  last  year. 

Like  the  elephant's  trunk,  housing  starts  may  droop  —  but  there's  a  solid 
market  behind  that  indicator  for  us. 


Precisely  British.  Our  Gas  Products 
Division  recently  became  the  exclu- 
sive U.S.  marketer  of  three  unique 
natural  gas  measurement  devices 
manufactured  in  England  by  The 
Solartron  Electronic  Group  Ltd.,  a 
subsidiary  of  Schlumberger,  Inc. 

The  products  are  gas  intensity  trans- 
ducers (called  densitometers),  digital- 
to-analog  converters,  and  mass  flow 
calculators.  Basically,  they  assure  the 
uniform  measurement  of  a  cubic  foot 
of  gas  anywhere  along  a  pipeline, 
regardless  of  pressure  or  temperature 
or  super  compressibility.  With  this 
equipment,  plus  Rockwell  Turbo- 
Meters,  we're  now  able  to  provide 
the  most  uniformly  accurate  system 
that's  ever  been  available  for  the 
measurement  of  high  volume  gas 
flows. 

Diver's  delight,  imagine  a  "weight- 
less" diver  in  35  feet  of  water  being 
able  to  open  a  badly  damaged  valve 
that  had  been  there  for  12  years. 

That  was  the  recent  situation  with 
a  Rockweil-Nordstrom  valve  installed 
on  -.  customer's  16-inch  pipeline  in 
the  Gulf  of  Mexico.  It  seems  the 
valve's  worm  gear  shaft  had  been  hit 
and  bent  to  a  45°  angle  so  it  was  in- 


operative. But  even  without  the  gear- 
ing, the  diver  opened  and  closed  the 
valve  easily  with  an  ordinary  wrench. 
After  replacing  the  gearing  and  adding 
a  sealant,  our  Nordstrom  lubricated 
plug  valve  still  held  "jug  tight." 

Spring  for  one.  We've  specially  priced 
three  electric  garden  tools  this  season 
so  that  you  can  make  life  easier  on 
yourself,  and  your  pocketbook. 

The  Rockwell  three-position  Edger- 
Trimmer  lets  you  stroll  while  it  trims, 
edges  and  trenches.  Our  Hedge 
Trimmers  make  quick  work  of  trim- 
ming, shaping  and  even  pruning.  One 
model  has  a  double  cutting  edge  for 
trimming  left  or  right.  The  other  is  a 
single  cutting  edge  model.  All  three 
tools  are  double-insulated  for  shock- 
proof  protection  and  have  unbreak- 
able housings.  And  all  three  are  selling 
at  special  spring  prices.  A  look  under 
"Tools-Electric"  in  the  Yellow  Pages 
will  tell  you  where. 

All  around  the  house:  The  little  jobs 
are  simpler  with  Rockwell  Power 
Tools.  For  our  new  Consumer  Catalog, 
write  Rockwell  Manufacturing  Com- 
pany, 417  N.  Lexington  Ave.,  Pitts- 
burgh, Pa.  15208. 


^Rockwell 
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it  included  15  or  more  companies. 

Another  example:  We  committed 
well  over  $150  million  to  21  Japa- 
nese securities.  There's  a  political 
risk  here,  of  course,  but  the  Japa- 
nese economy  is  booming.  Hitachi, 
for  example,  is  growing  15%  a  year 
compounded,  and  its  price/earn- 
ings multiple  is  only  about  eight. 
We're  sort  of  "guaranteed"  15%  a 
year  growth  in  this  stock,  and  stand 
to  gain  even  more  if  the  multiple 
is  re-evaluated  upward. 

We're  playing  the  increased-con- 
sumer-spending,  increased-leisure- 
time  thing  too,  but  we're  not  going 
after  fishing-rod  and  boat  compa- 
nies. We're  buying  liquor  compa- 
nies and  airlines— liquor  because  a 
big  segment  of  the  population  is 
shifting  from  the  beer-drinking  age 
to  the  liquor-drinking  age,  airlines 
because  they're  here  to  stay,  despite 
their  depressed  prices,  and  their 
traffic  gains  have  to  get  better.  We 
think  liquor  stocks  might  be  due  for 
an  advance  in  P/Es  similar  to  the 
one  beer  stocks  experienced  a  few 
years  ago.  If  we're  right  about  air- 
lines, the  return  could  be  handsome. 

Not  discounting  your  conceptual 
approach,  aren't  there  other  sound 
ways  to  run  a  big  fund? 

Johnson:  No,  I  don't  think  so.  You 
might  want  to  proliferate  the  port- 
folio with  the  names  of  many  com- 
panies, hoping  there's  enough 
momentum  in  the  winners  so  the 
losers  won't  drag  you  down.  I  don't 
think  that  has  been  too  successful, 
however,  particularly  in  1969.  In 
the  early  stages  of  a  fund,  a  com- 
pany approach  is  probably  just  as 
good,  but  sometimes  this  is  more  of 
an  industry  approach  than  you 
think.  You  concentrate  on  an  indus- 
try trend  by  investing  in  one  single 
company,  and  you  identify  it  as  a 
company  opportunity.  As  some  of 
the  funds  get  bigger,  many  of  them 
have  begun  to  practice  the  industry 
approach  without  really  subscribing 
to  it  as  a  philosophy. 

Still,  you  rule  out  some  possibly 
hot  new  areas  that  aren't  big 
enough  to  make  an  impact  on  your 
total  size. 

Johnson:  Size  is  a  factor  here. 
There  are  perhaps  areas  that  we 
might  forego  if  we  thought  we 
could  commit  only  a  half  of  1%  of  j 
our  assets  to  the  whole  idea.  I  sup- 
pose the  tape-cassette  area  would 
be  one  of  those.  It  could  be  defined 
as  a  major  new  investment  thought 
but  the  total  market  value  of  anj  I 
direct  play  would  be  small. 
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This  is  the  most  profitable 
book  we've  ever  written. 


You'll  read  in  our  latest  Annual  Report  that 
1969  was  the  tenth  consecutive  year  for  which  we 
were  able  to  report  new  sales  and  earnings 
records. 

Sales  and  revenues  reached  $5.5  billion,  up 
16%  over  last  year.  Net  income  was  up  15%  to 
$234  million,  and  ourearnings  per  common  share 
were  equal  to  $2.90— which  is  11%  above  our 
previous  record  in  1968. 

Moreover,  we  continued  in  1969  our  unbroken 
history  of  year-to-year  increases  in  sales,  net 
income,  and  earnings  per  share  to  42  consecutive 
I  quarters,  a  unique  record  among  U.S.  companies 
of  comparable  size. 


And  for  the  sixth  time  in  the  past  six  years, 
the  dividend  on  our  common  slock  was  raised— 
the  last  time  was  last  December. 

In  our1969  Annual  Report  you'll  read  about 
many  of  the  factors  that  have  contributed  to  our 
continuing  success— for  instance,  our  wide 
diversification  to  meet  people's  diversifying  needs. 

The  Sixties  was  the  most  significant  decade  in 
the  history  of  our  Corporation,  which  will  mark 
its  50th  Anniversary  this  year.  We're  already 
looking  ahead  with  considerable  anticipation— 
because  we've  spent  the  last  50  years  getting 
ready  for  the  next. 

We  invite  you  to  send  for  a  copy  of  our  1969 
Annual  Report  today.  Please  write  to  the  Director 
of  Investor  Relations,  International  Telephone 
and  Telegraph  Corporation,  320  Park  Avenue, 
NewYork,N.Y.  10022. 


Dollars 
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Therefore,  one  opportunity  has 
been  lost. 

Johnson:  No.  For  our  objectives, 
it's  not  a  loss.  If  that's  the  size  the 
industry  is,  it's  probably  in  the  for- 
mulative,  more  speculative  state; 
it's  really  for  a  speculative  type  of 
fund,  not  ours. 

Remember,  we're  getting  close  to 
a  trillion-dollar  economy  in  terms 
of  gross  national  product.  We  have 
$2  billion  to  invest,  but  there  are 
hundreds  of  billions  of  investment 
opportunities.  It's  our  job  to  identi- 
fy them. 

Handled  right,  you  think  that 
size  actually  is  an  advantage? 


Are  you  old  enough  to  remember: 

"Buy  good  stocks  and  put  'em 
away?"  Or 

"A  stock  that  doesn't  pay  a  divi- 
dend is  a  rank  speculation?" 

Quaint  phrases  aren't  they?  But 
think  a  minute.  Today's  prevailing 
wisdom,  "Blue  chips  are  for  dul- 
lards," may  be  no  less  a  cliche.  If 
the  trend  toward  bigness  in  busi- 
ness is  invincible,  as  the  story  start- 
ing on  page  176  says,  then  why 
haven't  the  corporate  giants  been 
particularly  good  investments  over 
the  past  decade? 

The  record  is  clear  that  they 
weren't  especially  good  in  the  Six- 
ties (see  table,  p.  199).  U.S.  Steel 
dropped  66%  in  the  ten  years  ended 
last  Dec.  31.  Union  Carbide  fell 
50%  in  the  same  period,  Great  At- 
lantic &  Pacific  Tea  Co.,  31%. 

Corporate  giants  like  General 
Motors,  American  Telephone,  Stan- 
dard Oil  of  New  Jersey,  Texaco  and 
Westinghouse  fared  better  than 
this.  They  did  show  market  gains 
over  the  decade.  But  not  very  im- 
pressive gains.  None  of  them  per- 
formed as  well  as  Standard  &  Poor's 
index  of  500  stocks. 

No,  sitting  with  the  corporate 
giants— the  blue  chips— wasn't  the 
way  to  make  money  in  the  Sixties. 
In  most  cases,  it  wasn't  even  the 
way  to  preserve  buying  power.  To 
keep  up  with  inflation,  an  invest- 
ment would  have  had  to  grow  31% 
over  the  decade;  Only  22  of  the  50 
biggest  companies  in  the  Directory 
Issue  did  that  well  or  better. 

In  retrospect,  this  is  not  so  sur- 
prising. The  1960s  were  a  period 
of  relatively  uninterrupted  growth 
—perhaps  the  best  in  American  his- 
tory. Hence  the  stock  market  put 
no  premium  on  stability.  It  was 
obsessed  with  growth.  Didn't  the 
blue  chips  grow?  Of  course  they 


Johnson:  Well,  size  has  some  favor- 
able aspects  to  it.  Smaller  pools  of 
money  are  not  looking  quite  so  hard 
for  new  opportunities— if  they  have 
a  few  good  ideas,  that's  enough. 
With  our  size,  we  can  participate 
in  quite  a  few  favorable  trends  at 
the  same  time.  We  don't  have  to 
sell  something  to  take  advantage  of 
a  new  one  that  comes  along. 

And  remember:  Smaller  amounts 
of  money  have  the  opportunity  to 
make  percentage  gains  that  larger 
amounts  cannot,  but  also  are  sub- 
ject to  larger  percentage  losses. 

Still,  you  are  an  elephant,  not  a 
gazelle,  aren't  you?  You  can't  do 
what  the  fast  little  funds  can  do. 

One  Man's  Wisdom , .  - 

did,  but  being  already  big,  there 
usually  were  limits  on  their  growth. 
Often  being  incredibly  diverse,  they 
were  subject  to  cross-currents  that 
sometimes  slowed  them  down. 

Only  a  handful  of  the  big  blue 
chips  did  really  well  in  the  stock 
market  throughout  the  decade. 
Two  outstanding  ones  were  Inter- 
national Business  Machines,  up 
420%  and  Eastman  Kodak,  up  207%. 
But  these  two  did  well,  not  be- 
cause they  were  blue  chips,  but  be- 
cause each  one  got  on  top  and 
stayed  on  top  of  a  very  exciting 
growth  industry.  There  were,  to  be 
sure,  some  other  hot  performers 
among  the  50  biggest  companies 
in  the  Directory,  but  as  the  decade 
ended  many  of  them  had  problems. 

The  bloom  quickly  went  off  con- 
glomerate Litton  Industries,  for  ex- 
ample, when  the  market  discovered 
that  year-to-year  earnings  gains  for 
the  company  were  not  automatic. 
And  McDonnell  Douglas,  which 
had  the  biggest  ten-year  gain  of 
any  of  the  Top  50,  now  is  gambling 
on  the  prospects  of  its  new  DC- 10 
jumbo  jet  at  the  same  time  as  its 
defense  business  is  headed  for  a 
slowdown. 

A  few  others  performed  well  in 
the  decade  because  they  started  at 
a  low  level:  Mobil  Oil  and  Stan- 
dard of  Indiana  moved  up  from  the 
ranks  of  poor  oil  companies  to  av- 
erage ones. 

But  by  and  large  the  blue  chips 
lagged.  Even  where,  as  at  RCA  and 
Goodyear  Tire,  earnings  grew  at 
an  impressive  clip,  market  price 
failed  to  keep  pace.  For  example, 
RCA's  earnings  climbed  197%  in 
the  period  but  its  stock  price  rose 
102%.  Goodyear  had  a  90%  profits 
gain  but  only  a  34%  stock-market 
gain.  In  fact,  the  best  way  to  have 
made  money  in  the  big  blue  chips 


Johnson:  No,  we  wouldn't  be  able 
to  get  the  geometric-type  gains  that 
a  small  fund  could.  But  in  bad 
years  the  small  funds  might  have 
to  give  some  of  those  big  gains 
back.  Over  meaningful  periods  of 
time,  I  think  that  above-average 
returns  are  still  as  much  open  to 
the  large  fund  as  they  are  to  the 
small  fund. 

The  small  funds  eventually  will 
have  to  stand  up  and  be  counted 
on'  a  longer-term  record.  In  the 
end,  it's  how  the  money  was  man- 
aged, not  how  much  it  was. 

Which,  Mr.  Johnson,  might  well 
be  an  epitaph  for  the  Sixties— and  a 
good  motto  for  the  Seventies. 


would  have  been  through  trading 
them— which  is  contrary  to  the  old 
investment  homilies. 

Consider,  for  example,  Boeing: 
The  investor  who  held  the  stock  for 
the  decade  would  have  an  above- 
average  gain  of  83%,  about  6%  on  a 
compounded  annual  basis.  But  the 
investor  who  bought  near  the  lows 
in  1965  and  sold  out  near  the  top 
just  two  years  later,  would  have 
done  far  better:  His  gain  would 
have  been  around  250%.  Chrysler 
was  a  similar  story:  a  gain  of  102% 
for  the  decade,  but  about  600%  be- 
tween 1962  and  1964.  And  Ling- 
Temco-Vought,  another  devastated 
conglomerate,  had  a  500%-plus  gain 
at  one  point  during  the  decade  but 
ended  the  period  down  6%. 

General  Motors,  RCA,  Safeway 
and  Texaco  all  about  doubled  their 
1959  year-end  price  sometime  dur- 
ing the  following  decade,  but  you 
would  have  had  to  be  pretty  nim- 
ble to  double  your  money  in  any 
of  them.  Or  take  A&P.  It  dropped 
31%  over  the  decade,  but  there  was 
a  nice  profit  to  be  had  by  going  in 
early  in  1960  and  getting  out  in 
1961.  But  such  timing  is  among  the 
most  difficult  of  arts.  More  often 
than  not,  buying  close  to  the  bot- 
tom and  selling  close  to  the  top  is 
sheer  luck. 

From  these  facts,  a  good  many 
people  have  concluded  that  blue 
chips  aren't  good  investments.  Most 
of  these  people  are  under  40.  They 
do  not  know— or  have  forgotten— 
that  the  blue  chips  were  the  in- 
vestment stars  of  the  Fifties.  They 
do  know— or  have  forgotten— that 
the  blue  chips  gave  remarkal?ly 
good  protection  to  investors  during 
the  ups  and  downs  of  the  Forties. 

Will  the  blue  chips,  many  of 
them  now  down  to  the  lowest 
{Continued  on  page  199) 
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Some  things  still  cost  a  lot  less 
when  you  pay  a  little  more. 
Even  today. 


ke.  corporate  airplanes.   Beech- 
ifts  are  still  leading  the  field  after 
ariy  40  years.  And  they  still  cost 
ittle  more  than  others. 
ly? 

;k  any  pilot.  Any  owner.  Any 
ssenger. 

ey'll  tell  you  that  Beechcrafts 
:  the  best  built.  The  best  per- 
ming. The  best  looking.  The 
it  value. 

'  Beechcraft  is  the  thoroughbred 
J  expect  from  people  who  put 
ra  time,  effort  and  pride  into 
ir   product.    Each    is    virtually 


hand  crafted.  Every  detail  is  a  trib- 
ute to  Beech  engineering,  design 
and  construction  techniques. 

Even  the  interior  could  hardly  be 
called  a  cabin.  More  like  a  living 
room.  A  completely  appointed,  cus- 
tom decorated,  comfort  centered 
salon. 

It  all  explains  why  there  is  not  too 
much  difference  between  what  you 
pay.  for  and  what  it  pays  you  back. 
The  trade-in  value  of  a  Beechcraft 
is  traditionally  far  higher  than  any 
other  airplane  made.  A  gilt-edged 
investment. 


Write  us.  We  will  send  you  more 
facts  about  the  incomparable  Beech- 
craft line... the  broadest  in  the 
business.  From  2-place  trainers  to 
the  magnificent  King  Air  100 
(shown  here)  to  the  new  Beech- 
craft Hawker  125  coqjorate  jet. 
And  all  the  stops  in  between. 


hcraft 
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9749  E.  Central   Wichild   Kansas.  67?01 


IBM's  Dennis  Leoneai,  who  began  working 

on  Allegheny  County's  long'Standing 

air-pollution  projea  in  1967,  at  the  site  of 

a  planned  sensing  station. 
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They  re  keeping  an  eye  on  unseen 
pollutants  in  a  city^s  air. 

Once  a  S^white-shirt-a-day  city,  Pittsburgh  did  a  remarkable  job  of  | 
cleaning  up  its  visible  air  pollution.  But  how  do  you  fight  the  stuff 
you  can^t  see?  Dennis  Leonetti's  story  is  another  example  of  how  I 
its  people  or  products  often  play  a  part  in  tackling  today's  problem ; 


"Air  taken  in  through  'sniffers'  like  these  is  continuously  analyzed  for  pollutants.  Readings  are  then  fed  into  a  central  computer." 


ere  were  days  when  Pittsburgh  was  dark  by  noon. 

some  people  wore  three  shirts  a  day,"  reflects 

nis  Leonetti,  IBM  Marketing  Representative  to 

Allegheny  County  Bureau  of  Air  Pollution  Control. 

They  really  did  a  remarkable  job  of  cleaning  up 

dsible  pollution.  As  far  back  as  1962,  a  U.  S.  Public 

th  Service  study,  covering  thirteen  cities,  showed 

Pittsburgh  had  less  'dust'  than  eleven  of  them. 

f  Salt  Lake  City  had  clearer  air. 

"But  the  most  difficult  part  of  the  job  is  still  ahead. 

What  we're  after  now  are  the  pollutants  you  can't 

eCarbon  monoxide.  Sulphur  dioxide.  And  what's 

1  d  fine  particulate,  the  stuff  that  stays  suspended  in 

>  ir. 

"By  this  summer,  the  County  will  have  seven  sens- 
^  tations  with  52  sensors.  The  final  plan  calls  for 
'  lateen  stations  with  103  sensors. 


"These  'sniffers'  take  continuous  readings  of  pol- 
lutant levels,  which,  along  with  weather  data,  are  fed 
into  the  computer  over  telephone  lines. 

"Readings  are  printed  out  every  five  minutes.  But 
when  a  pollutant  exceeds  a  specified  level,  the  print- 
out appears  in  red  and  the  computer  automatically  re- 
quests new  readings  every  fifteen  seconds. 

"A  system  like  this  can  pinpoint  excess  pollutants 
and  their  sources.  And  give  pollution  authorities  an 
opportunity  to  take  appropriate  action. 

"What's  more,  we'll  eventually  be  able  to  use  it  as 
an  early  warning  system  —  spotting  dangerous  condi- 
tions before  critical  pollution  levels  are  reached. 

"Nobody's  looking  for  any  awards  yet.  We  haven't 
eliminated  air  pollution.  But  what 
we're  doing  will  help  here.  And,  we 
hope,  in  other  cities  as  well." 


IBM 


lis  iMividual  dimate  control  to 
Mifeies  of  Iiixuiy  aj^  ^/^ 


Every  possible  convenience  was  included  at 
One  Hudson  Harbour,  first  of  four  nevj  high- 
rise  apartments  in  Edgewater,  New  Jersey. 
That  even  includes  separate  controls  for  air 
conditioning  and  heating  in  every  apartment. 

Gas  makes  it  all  possible.  And  at  a 
reasonable  price. 

Aside  from  initial  low  cost,  the  reliability 
of  Gas  equipment  means  long-term 
economies.  For  instance,  in  this  1,700  ton 
Gas  air  conditioning  system,  there  are  few 
moving  parts.  So  you  can  count  on  a  longer 
life  with  this  equipment  and  much 
less  maintenance. 

Also,  there's  no  cleaner  burning  fuel  than 
Gas.  That  means  no  air  pollution  problems. 

If  you've  got  a  tall  climate  control  problem 
get  in  touch  with  your  local  Gas  Company;^ 
Sales  Engineer.  He'll  tell  you  how  to 
k    cut  it  down  to  size.  /^/A 

Ij  AMERICAN  GAS  ASSOCIATION,  INC. 
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levels  in  price/ earnings  ratios  in 
^any  years,  continue  to  drag  in 
the  Seventies?  Or  will  they  come 
back  into  fashion?  And  if  so,  which 
on^s?  Or  will  the  1970s  be  the 
time  when,  at  long  last,  bonds 
come  back  to  investment  respect- 


abibty?  Frankly,  we  won't  be  able 
to  answer  that  question  until  some- 
time in  late  1979.  But  we  do  know 
that  society  is  changing  very  fast, 
and  that  yesterday's  valid  generali- 
zations have  a  habit  of  becoming 
tomorrow's  superstitions. 


Blue  Chips: 
Laggards  of  the  Sixties 


1959 

1969 

Closing 

Closing 

Price 

Price 

Change 

1960-69  Range 

McDonnell  Douglas 

4'/, 

26% 

+4340/0 

59% 

3% 

IBM 

70% 

364% 

+  420 

375 

70% 

IntI  Tel  &  Tel 

19% 

59% 

+  208 

62% 

16 

Eastman  Kodak 

2678 

82% 

+  207 

86% 

20% 

Sears 

251/4 

68 

+  169 

77 

22% 

Procter  &  Gamble 

45 

109% 

-H143 

111% 

40% 

Litton  Ind 

16% 

36% 

+  125 

112% 

11% 

Mobil  Oil 

203/4 

46 

+  122 

69% 

17% 

Stnd  Oil  (Ind) 

22% 

48 

+  118 

70% 

17% 

J.  C.  Penney 

24% 

49% 

+  101 

57% 

18% 

Chrysler 

17 

34% 

+  102 

72% 

8% 

RCA 

16'/8 

34 

+  102 

65% 

11% 

Boeing 

15% 

28% 

+  83 

112% 

11% 

Penn  Central 

15% 

28% 

+  81 

86% 

10% 

Woolworth 

22% 

37% 

+  70 

43% 

18% 

Gulf  Oil 

18% 

31 

+  69 

49 

12% 

<raftco 

23% 

39% 

+  66 

49% 

22% 

Travelers 

21% 

33'% 

+   59 

54% 

18% 

S'PSOO 

+   53 

Jnited  Aircraft 

26% 

39% 

+  48 

lll'/z 

21% 

tetna  Life  &  Cas. 

26% 

383/4 

+  48 

80% 

30% 

Texaco 

21% 

30% 

+  43 

45 

15 

ioodyear 

23 

30% 

+  34 

34 

12% 

lafeway 

i8y2 

24% 

+  34 

42% 

16% 

iwift 

23% 

31% 

+  33 

35% 

15% 

ien  Motors 

54% 

69% 

+  27 

113% 

40% 

tnd  Oil  (NJ) 

49% 

61% 

+   24 

92% 

38 

T&T 

39% 

48% 

+  22 

75 

39% 

rmour 

34% 

42 

+  21          . 

76% 

26% 

irestone  Tire 

46 

51% 

+  11 

66% 

25% 

eneral  Tel  &  Elect 

28 

30 

+     7 

48% 

18% 

lestinghouse 

54% 

58% 

+     6 

79% 

25 

heil  Oil 

42% 

44% 

+     4 

77 

28% 

hillips  Pet. 

23% 

24% 

+     2 

38% 

20% 

tnd  Oil  (Calif) 

50% 

51% 

+     2 

78 

31% 

itl.  Harvester 

24% 

24% 

+     0.3 

52% 

19% 

inneco 

23% 

23% 

—    0.2 

323/4 

15% 

ng-Temco-Vougfit 

27 

25% 

—    6 

169% 

9 

Dntinental  Oil 

27% 

26% 

—    6 

41% 

20 

)id  Motor 

45% 

41% 

—    9 

62% 

30% 

oger 

32% 

28% 

—  14 

42% 

20 

arcor 

53 

45% 

—  15 

64% 

19% 

)rth  Amer.  Rock. 

26% 

21% 

—  19 

51% 

21% 

!neral  Electric 

99% 

77% 

—  22 

120% 

54% 

cktieed 

24 

17% 

—  28 

73% 

13% 

eat  Atl.  &  Pac. 

39% 

26% 

—  31 

67 

25% 

1.  du  Pont 

•168 

105 

—  38 

261 

101% 

meral  Dynamics 

47 

27% 

—  41 

79 

20 

lion  Carbide 

73% 

37 

-  50 

75% 

35% 

thiehem  Steel 

54% 

27% 

—  50 

57% 

25% 

S.  Steel 

98% 

33% 

—  66 

103% 

323/4 

ijiBlid  for  distributions  of  General  Motors  stock. 
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research  with 
management-oriented 

FACTS 


Our  new  full-color  booklet,  "Up- 
per Texas-Louisiana  Gulf  Coast/ 
Land,  Labor,  Resources,"  in- 
cludes: 

1.  A  map  of  the  upper  Texas- 
Louisiana  Gulf  Coast  area. 

2.  Specific  details   on   tfie  four 
basic  regions  wittiin  this  area. 

3.  Solid  information  on  shipping, 
agriculture, 
petrochemi- 
cals and  tim- 
ber products. 


<^ 


GUK,F  STATES 

UTILITIES  conrFJinrv 


Send  me  your  free,  full-color  brochure,  "Land/ 
Labor/ Resources,"  containing  factual  infor- 
mation on  Southwest  Louisiana  and  East 
Texas. 


NAME_ 


TITLE. 


COMPANY. 
ADDRESS_ 
CITY 


STATE. 


-ZIP. 


Mail  to:  Malcolm  Williams 

Director  of  Area  Development 
GULF  STATES  UTILITIES  COMPANY 
Department  Fl 
Lock  Drawer  2951 
Beaumont,  Texas  77704 
Tel.  (713)  838-6311 
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Missing  Dimension 


You  can't  really  judge  a  company  without  knowing  how  much  it  is  in- 
vesting for  the  future.  And  that  means  knowing  more  about  research 
and  development  outlays  than  most  companies  are  willing  to  reveal. 


How  DO  YOU  JUDGE  a  company?  Old 
past-oriented  yardsticks  are  falling  in- 
to disrepute:  growth,  because  it  can 
vanish  without  warning;  earnings,  be- 
cause people  are  learning  about  book- 
keeping "options";  assets,  because  mere 
numbers  can't  tell  you  what  a  piece  of 
property  is  really  worth. 

That's  what  is  making  investment 
analysis  so  complicated.  The  smart 
analysts  no  longer  rely  on  one  or  two 
figures.  They  weigh  many.  One  future- 
oriented  figure— meaningless  in  itself— 
can  be  very  useful  when  viewed  as 
part  of  the  total  picture:  investment 
in  research  and  development. 

Unfortunately,  not  all  companies  re- 
port it.  Of  the  more  than  870  compa- 
nies covered  in  Forbes  Second  Annual 
Directory  Issue,  roughly  60%  refused 
to  disclose  a  figure  for  internally  fund- 
ed R&D  for  1969  or  claimed  it  was 
"insignificant."  Even  those  reporting 
may  not  do  so  on  a  compatible  basis. 

Why  the  closemouthedness? 

Explanations  vary.  "We  don't  break 
out  R&D  expenses  here  at  Inland  be- 
cause nobody  else  in  the  steel  indus- 
try does,"  says  Inland  Steel  President 
Fred  G.  Jaicks.  Pillsbury  can't  use  that 
argument  since  archrival  General  Mills 
does  reveal  the  size  of  its  R&D  budg- 
et. So  Pillsbury  talks  instead  about  the 
problem  of  defining  R&D: 

"How  much  we  spend  on  R&D  is 
classified  information  and  always  has 
been,"  says  Pillsbury  President  Ter- 
rance  Hanold.  "Our  reluctance  has  a 
lot  to  do  with  the  lack  of  a  proper 
definition  of  R&D.  If  we  release  the 
figure,  as  things  stand  at  present,  we 
don't  inform  anyone  and  we  might  be 
subject  to  unfair  comparisons." 

Some  defense  contractors  also  re- 
fuse to  disclose  the  extent  of  inter- 
nally funded  R&D.  This  is  scarcely 
surprising  in  light  of  the  industry's 
continuing  struggle  with  the  Defense 
Department  over  how  much  of  the 
R&D  expense  should  be  paid  by  the 
Government.  The  Government  now 
pays  roughly  half  the  $1.4-billion  non- 
contractural  "independent  R&D"  costs 
of  defense  companies.  But  some  con- 
gressmen suspect  that  much  of  this 
money  goes  to  non-Government  proj- 
ects. In  a  bill  introduced  recentU ,  Sen- 
ator William  Proxmire  (Dem.,  Wis.) 
is  seeking  to  greatly  reduce  the  Gov- 
ernment's share  of  such  R&D  costs. 

At  IBM,  after  persistent  inquiries, 
a  company  spokesman  finally  reveals 
that  the  company  usually  spends  be- 


tween 5%  and  6%  of  consolidated  pre- 
tax income  on  R&D  (which  works  out 
to  over  $100  million  in  1969).  "We 
don't  give  out  a  specific  figure  be- 
cause R&D  means  different  things  to 
different  people,"  he  explains.  "Be- 
sides, we're  not  required  to  disclose 
that  information." 

The  plain  fact  is  that  companies 
aren't  required  to  disclose  R&D  spend- 
ing in  any  public  document,  not  even 
the  otherwise  highly  explicit  10  K 
foiTn,  the  statement  of  financial  con- 
dition that  companies  must  submit  an- 
nually to  the  Securities  &  Exchange 
Commission.  "R&D  figures  are  not  a 
public  figure  in  any  sense,"  says  Leon- 
ard Savoie,  executive  vice  president  of 
the  American  Institute  of  Certified 
Public  Accountants.  "I  know  of  no 
place  where  it  is  absolutely  required." 

Why  not?  "Well,  that's  a  good  ques- 
tion," replies  Savoie.  "R&D  has  been 
increasing  greatly  in  importance  rela- 
tive to  other  corporate  expenditures, 
say,  for  plant  or  people.  There's  no 
question  about  that.  R&D  expenditures 
should  be  disclosed  because  of  their 
impact  on  a  company's  earnings." 

Savoie  claims  the  accountants  are 
serious  about  requiring  disclosure  of 
R&D  costs.  Before  the  end  of  the  year 
he  hopes  the  AICPA  will  be  able  to 
circulate  a  research  study  on  account- 
ing treatments  of  research  and  de- 
velopment. That  may  lead  to  a  ruling 
by  the  Accounting  Principles  Board- 
perhaps  by  1972. 

The  Spigot 

Pressure  for  reform  on  R&D  re- 
porting is  beginning  to  mount.  Un- 
der present  accounting  practices,  com- 
panies can  use  R&D  spending  as  a 
means  of  manipulating  earnings.  Says 
Savoie:  "We  should  have  had  the  ac- 
counting aspects  of  R&D  settled  three 
or  four  years  ago.  There  have  been 
criticisms  about  the  permissiveness  of 
accounting  practices,  and  one  of  the 
items  that  is  frequently  cited  is  R&D. 
And  it's  true— the  spigot  can  be  turned 
on  and  oft  quite  readily. 

"Is  a  company  turning  the  spigot 
on  and  off,  offsetting  other  ups  and 
downs  in  the  business  and  not  making 
this  known  to  investors?  I  would  de- 
fend management's  right  to  do  this, 
but  there  should  be  disclosure." 

Another  aspect  of  the  problem  that 
worries  Savoie  is  whether  a  company 
expenses  R&D  or  capitalizes  it. 

Says   Savoie:    "The   big  companies 


\^ith  on-going  research  that  is  almost 
certain  to  produce  several  money-mak- 
ing products  expense  R&D  because 
they  can  well  afford  it.  Yet  these  are 
the  very  companies  in  a  good  position 
to  capitalize.  Then  there  is  the  little 
struggling  company  that's  taken  a  big 
gamble  on  R&D  without  a  chance  of 
payoff.  It  capitalizes  R&D  because  it 
can't  stand  the  charge  to  income." 

Frequently,  such  capitalization  of 
R&D  expenditures  leads  to  staggering 
write-offs.  Last  year  Computer  Ap- 
plications Inc.  was  forced  into  a  net 
loss  of  $10.1  million  on  sales  of  $42 
million,  largely  as  a  result  of  develop- 
ment cost  write-offs  incurred  by  Spee- 
data,  an  80%-owned  subsidiary.  And 
that,  despite  the  fact  that  Computer 
Applications  had  been  able  to  defer 
another  $6.4  million  in  Speedata  costs 
as  an  intangible  asset.  Recognition 
Equipment,  threatened  with  a  $3.2- 
million  R&D  write-off  that  would 
have  cut  1969  earnings  nearly  in  half, 
has  sought  to  delay  the  write-off  as 
long  as  possible,  hoping  for  offsetting 
credits  elsewhere. 

Finally,  there  is  the  touchy  question 
of  how  to  define  research  and  develop- 
ment. Savoie  concedes  that  the  term 
is  all  too  frequently  misused  in  cor- 
porate accounting.  It  is  not  uncom- 
mon, for  example,  for  companies  to 
label  the  expense  of  launching  un- 
successful products  "research,"  as  well 
as  various  other  routine  marketing 
and  engineering  costs.  Then  there  are 
enormous  differences  in  goals  and 
technological  sophistication  in  corpo- 
rate research  programs.  Says  Savoie: 
"There  is  as  yet  no  simple  test  as  to 
just  what  R&D  is  and  is  not.  But  I'm 
hopeful  that  our  research  study  will 
help  develop  specific  criteria." 

In  Savoie's  opinion,  none  of  these 
problems  is  insurmountable  for  the 
accounting  profession.  He  hazards  the 
guess  that  three  or  four  years  from 
now  all  companies  will  be  required  to 
disclose  R&D  expenditures. 

In  the  meantime,  Forbes  has  com- 
piled a  ranking  of  those  companies 
that  do  disclose  such  information  to- 
day. On  page  202  is  a  compilation  of 
the  Top  200  companies  by  reported, 
internally  funded  R&D  from  among 
the  over  870  companies  appearing  on 
one  or  more  of  the  five  formal  rank- 
ings in  the  Second  Annual  Directory 
Issue.  All  of  the  companies  shown  on 
this  list  probably  rank  in  the  Top 
500  by  R&D.  ■ 
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We  build  a  new  room 
in  tlie  time  it  tal(es 


most  people  to  find  one. 
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22  minutes  to  be  exact. 

And  there  aren't  many 
major  cities  in  this  world 
where  you  can  get  a  room  in 
less  time  than  that. 

We  don't  mean  just  a 
room.  We  mean  first-rate 
rooms.  And  people  every- 
where are  reserving  them 
as  fast  as  we  can  build  and 
open  Holiday  Inns  (a  new 
one  opens  somewhere  every  52  liours). 
There  are  already  over  1200  Holiday 
Inns  around  the  world.  Through  our  ex- 
clusive Holidex  computer  network,  guests 
are  reserving  Holiday  Inn  rooms  in  49 
states  of  the  U.  S.,  Canada,  the  Caribbean, 
Mexico,  Morocco  and  the  Netherlands. 

Tomorrow,  you'll  be  able  to  find  a  Holi- 
day Inn  room  throughout  Europe,  Latin 
America,  the  Far  East  and  virtually  every 
other  country  in  the  free  world. 

Much  has  been  said  about  the  effect  of 
the  jumbo  jets  on  world  travel.  Not  tomor- 
row. The  jumbo  planes  are  flying  today. 
Experts  agree  that  world  travel  will  con- 
tinue to  accelerate.  But  you  needn't  be  an 
expert  to  figure  one  thing:  you  won't  leave 
the  country  until  you've  got  a  room  re- 
served at  the  other  end.  This  means  that 
you'll  be  looking  for  a  Holiday  Inn  room 
no  matter  where  you're  bound. 

We're  doing  our  utmost  to  have  it  wait- 
ing for  you.  We  already  handle  130,000 
reservation  requests  a  day. 

With  our  computerized  reservation  sys- 
tem, it  only  takes  about  15  seconds  to  find 
a  room  for  someone. 

As  you  know,  we  take  a  few  minutes 
longer  to  build  one. 

For  information  about  ttie  profitability  of 
owning  a  Holiday  Inn  anywhere  in  tfie  world, 
write  .  .  .  Holiday  Inns,  Inc.,  Holiday  City, 
Dept.  10,  3742  Lamar,  Memphis,  Tenn.  USA 
38118. 

HOLIDAY  INNS,  INC. 
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The  Forbes  200  * 
Research  &  Development 

What  do  corporations  spend  on  R&D?  Some  companies  with  huge  re- 
search budgets,  /ike  du Pont.  RCA  and  Corning  Giass.  won't  say.  But 
of  those  that  do  break  out  R&D  expenditures  from  among  the  800- 
plus  firms  included  in  this  Directory  issue,  here  are  the  200  largest. 


Rank 

R&D  Expenditures 

1969 

Company 

($000) 

1 

Am  Tel  &  Tel 

395.100 

■1 

Edstnidn  Kodak 

149.000 

3 

Monsdnto 

101.479 

4 

Stanilaid  Oil  (N )) 

100.347 

5 

(km  Chemical 

87,300 

6 

Int  Hdivester 

S4.S40 

7 

Xenix 

sj,6s: 

8 

Honeywell 

SlVOOO 

9 

Int  Tel  &  Tel 

'A 

10 

Minn  Mining  &  Mtg 

//.OOO 

u 

Gonrial  Tel  &  Elec 

72.941 

i: 

Union  Carbide 

71.254 

13 

Motorola 

63.700 

u 

H(i\\\\  Am  Rockwell 

63.000 

15 

Maick 

60.277 

16 

Eli  Lilly 

54.778 

17 

Celanese 

48.600 

IS 

Deare 

48.000 

19 

LiKkheetl  Aitctatt 

47.000 

20 

Spairy  Rand 

46,137 

21 

Amtrican  Cyanamid 

44.933 

22 

Contiol  Data 

44.06i! 

23 

Standard  Oil  (Calit) 

4I.:64 

24 

Nat  Cash  Register 

40S14 

:5 

Botg-Wamei 

39.061 

26 

B(i  doughs 

37.085 

■'%T 

Upiohn 

37.040 

:s 

Textron 

35.095 

^-'^ 

Ciimbustion  EnsiMtr 

35.000 

30 

BnstolMy«r5 

34.131 

31 

PP6  IndustriK 

32.551 

32 

AmencanStandarti 

31.794 

33 

Hewlett-Packard 

31.750 

34 

PMC 

30.742 

35 

"(WWW  wmVIWI^W 

30,000 

36  Wainer-LamtMit 

37  RaythtM 

3$  LingTtmcA-Votigiit 

39  Smith  Klina  &  Ftench 

40  Mwsoii  &  MinsM 


41  Continental  Can 

42  Rohm  &  Haas 

43  Charles  Pfinr 

44  Standari)  Oil  (IikI) 

45  Sq«ib6  BMdhNvt 


29800 
.^.5-S3 
29iW 
29  066 
28. 740 


28.600 
28,585 
26.700 
26.000 
25.588 


Rank 
1969 


SI 
,S2 
S3 
S» 
55 


56 
57 
58 
59 
60 


61 
62 
63 

64 
65 


71 
72 
73 
74 
75 


81 
&2 
&3 

S4 


Company 


46  Owens-Illinois 

47  Atlantic  Richfield 

48  Bendix 

49  Abbott  Laboratories 

50  Ingersoll-Rand 


Hercules 

General  Dynamics 
Bethlehem  Steel 
Collins  Radio 
American  Cxn 


AMP 

Fairchild  Camera 
Kennecott  Copper 
General  Foods 
White  Motor 


Bell  &  Howell 
Parke-Davis 
6  D  Searle 
Ampex 
Schering  Co 


66  Colt  Industries 

67  CPC  International 

68  Carrier 
68  SCM 

70  Universal  Oil  Prods 


Tektronix 

Allis-Chalmers 

Ethyl 

American  Motors 

Brunswick 


76  Gillette 

77  RichartJson-Merrell 

78  Cummins  Engine 

79  Sherwin-Williams 

80  ONnCwp 


R&D  Expenditures 
($000) 


Johns-Manville 
Lear  Siegier 
Addressograph-Muiti 
General  Mills 
Occidental  Petroleum 


86  GAP 

87  Reynolds  Metals 

88  Am  Machine  &  Foundry 

89  Oetgate-Palmolive 

90  Scott  Paper 


2S.300 
2S.100 
24,31X) 
24.182 
24.000 


23.231 
23.026 
22.883 
22.600 
22.421 


21,126 
20.388 
20.341 
20.321 
20.100 


19.822 
18.922 
18,055 
17,945 
17,840 


17.548 
16.900 
16.857 
16.857 
16.358 


16.295 
16.106 
16.000 
15,768 

15.655 


15.600 
15.550 
15.200 
15.000 
14.487 


14.348 
14.000 
13.469 
13.450 
13.356 


13.261 
13.178 
13.100 
13.090 
13.000 


Rank 
1969 


111 
112 
113 
114 
115 


116 
117 
118 
119 
120 


141 
142 
143 
144 
145 


Company 


R&D  Expenditures 
($000) 


90  Sun  Oil 

92  Bunker-Ramo 

93  International  Paper 

94  Outboard  Marine 

95  Staufier  Chemical 


96  USM 

97  Inmont 

98  Continental  Oil 

99  General  Instrument 
100  Air  Reduction 


101  Becton  Dickinson 

102  Norton 

103  Dart  Industries 

104  Diamond  Shamrock 

105  Whittaker 


106  R  J  Reynolds  Tobacco 

107  Miles  Laboratories 

108  Beatrice  Foods 

109  Digital  Equipment 

110  Am  Smelting  &  Ref 


Memorex 

Sybron 

Union  Oil  California 

Freeport  Sulphur 

Grumman  Aircraft 


Morton-Norwich 

Perkin-Elmer 

Lubrizol 

Pitney-Bowes 

Koppers 


121  Carborundum 

122  Int  Flavors  &  Frag 

123  Baxter  Laboratories 

124  Krattco 

125  Halliburton 


135  University  Computing 

137  Int  Minerals  &  Chem 

138  Pullman 

139  Ex-Cell-0 

140  U  S  Ptywood-Champion 


Comsat 
A  H  Robins 
Del  Monte 
American  Brands 
Rortr-Aachea 


13.000 
12.888 
12.687 
12,423 
12.176 


11,939 
11,787 
11,749 
11,266 
10.500 


10,434 
10,400 
10,200 
10.125 
10,065 


10,051 
9.600 
9.450 
9,403 
9,363 


9.160 
9,100 
8.789 
8,426 
8,418 


8,358 
8,352 
8.335 
8.23: 

7.7SO 


7,765 
7,700 
7.600 
7.500 
7,4% 


126 

Trane 

7,200 

127 

Crown  Zellerbach 

7,112 

128 

Ashland  Oil 

7.096 

129 

National  Biscuit 

6.892 

130 

Allegheny  Ludlum 

6,870 

131 

Union  Camp 

6.634 

132 

American  Enka 

6.633 

133 

Helsey-Hayes 

6.402 

134 

Carter-Wallace 

6.322 

135 

Quaker  Oats 

6.300 

6.300 
6.241 
6.150 
6.063 
5.936 


5,556 
5.459 
5.321 
5.263 
5.102 


eln^  cvmpaniK  Mut  iiis>."t<>s«  RSP  t\p»odHvir»s 
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Rank 

R&D  Expenditures 

^969 

Company 

($000) 

146 

A-TO  Inc 

5,062 

147 

Genesco 

5.051 

148 

Hoover 

5,000 

148 

Pan  Am  World  Airways 

5,000 

150 

Square  D 

4,984 

151 

Technicon 

4,900 

152 

Mohawk  Data  Sciences 

4,836 

153 

Recognition  Equip 

4,801 

154 

Bankers  Trust  N  Y 

4,700 

155 

Detroit  Edison 

4.611 

156  Am  Hospital  Supply 

157  Dayco 

158  Scovill  Mfg 

159  Western  Union 

160  El  Paso  Natural  Gas 


161  Otis  Elevator 

162  Marcor 

163  Hanna  Mining 

164  Gould  Inc 

165  Copper  Range 


166  Am  Metal  Climax 

167  Cleveland  Cliffs 

168  St.  Joseph  Lead 

169  Columbia  Gas  System 

170  Foster  Wheeler 


196 
197 
198 
199 
200 


Potlatch  Forests 
Evans  Products 
Saturn  Airways 
Flintkote 
Southern  Co 


4,600 
4.565 
4.449 
4.050 
4,035 


4,000 
3,974 
3.765 
3.437 
3.372 


3.370 
3,317 
3,201 
3,200 
3.173 


171 

Mohasco  Industries 

3.165 

172 

Chemetron  Corp 

2,896 

173 

Mayer  (Oscar) 

2,750 

174 

A  0  Smith 

2,704 

1/5 

Signode 

2,537 

176 

Santa  Fe  Industries 

2,500 

177 

Kimberly-Clark 

2.495 

178 

Chromalloy  Amer  Corp 

2.400 

179 

Diamond  Int 

2,393 

180 

Consumers  Power 

2.391 

181 

United  Utilities 

2,378 

182 

Phe  ps  Dodge 

2.000 

182 

Consol  Natural  Gas 

2.000 

182 

Ubby  McNeil  &  Libby 

2,000 

185 

Phila  Electric 

1,980 

186 

Mellon  Nat'l  Bank 

1,952 

187 

Boston  Edison 

1,947 

138 

Allegheny  Airlines 

1,828 

189 

Commonwealth  Edison 

1.791 

190 

ACF  Inds 

1,780 

191 

Avery  Products 

1,769 

192 

U  S  Smelting  &  Ref 

1,697 

193 

H  K  Porter 

1,688 

194 

Investors  Div  Serv 

1,658 

195 

Am  Elec  Power 

1,657 

1,616 
1.600 
1,580 
1,498 

1,486 


•Includes  only  companies  that  disclose  R&D  Expenditures 


Medical  Research  is 
one  of  Omaha's 
Greatest  Resources 


The  medical  facilities  intheOmaha 
area  have  made  the  city  a  mid- 
western  center  for  research,  edu- 
cation and  health  care.  In  addition 
to  supplying  the  best  in  medical 
treatment,  these  facilities  have 
more  than  1,500  persons  capable 
of  providing  a  wide  spectrum  of 
consultation  for  industry  in  related 
fields 

Thfe  Eppley  Cancer  Institute, 
Creighton  University  Research 
Unit  and  the  Nebraska  Psychiatric 
Institute  are  known  as  primary  re- 
search groups,  and  almost  every 


area  of  the  Omaha  medical  center 
complex  is  engaged  in  clinical  or 
basic  science  investigation.  They 
investigate  because  discovery  of 
new  knowledge  is  an  obligation 
equal  to  dissemination  of  what  is 
already  known. 

These  research  programs  not  only 
produce  significant  contributions 
to  the  health  sciences,  but  they 
also  provide  enrichment forawide 
variety  of  companies  in  the  area. 

We've  got  room  for  company,  and 
we'd  like  to  have  yours. 


OMAHA  PUBLIC  POWER  DISTRICT 

1623  Harney  Street 

Omaha,  Nebraska  68102 


Area  Development  Deparlmeni,  OPPD, 
1623  Harney  Street,  Omaha,  Nebraska  68102. 

/  would  like  information  on  Omaha-Southeast 
Nebraska     In    strictest   confidence,  of  course. 


^AME. 


COMPANY  NAME. 


to 


ADDRESS. 


CITY_ 


STATE 


.ZIP. 
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Philip  Handler 
of  National  Academy  of  Sciences 


As  I  See  It 


President  of  the  prestigious  National  Academy  of  Sciences  since  July 
1969,  Dr.  Philip  Handler,  53,  heads  a  staff  of  800  people  whose  task 
it  is  to  advise  the  Government  on  what  contributions  science  can  make 
to  society.  Dr.  Handler  has  also  served  for  seven  years  on  the  Presi- 
dent's Science  Advisory  Committee  and  was  chairman  of  the  Depart- 
ment of  Biochemistry  at  the  Duke  University  Medical  Center  for  almost 
20  years. 

He  is  a  distinguished  laboratory  scientist.  His  work  in  recent  years  has 
been  concentrated  on  whether  all  living  organisms  evolved  from  a  single 
ancestor  and  how  enzymes  work  as  catalysts.  He  is  coauthor  of  a  widely 
used  biochemistry  textbook.  Dr.  Handler  is  far  from  being  an  aloof  egg- 
head preoccupied  by  his  specialty.  He  is  a  highly  articulate,  gregarious 
man  deeply  concerned  with  the  political  task  of  persuading  the  Academy 
to  take  more  initiative  than  it  has  in  the  past.  Can  science  solve  the  prob- 
lems that  plague  society  today?  In  the  following  interview.  Dr.  Handler 
concedes  that  it  cannot,  but  argues  that  this  is  no  reason  to  neglect  science 
and  technology. 


Basic  R&D: 
/s  the  U.S. 
Falling  Behind? 

Dr.  Philip  Handler 
thinks  we  may  be. 


Just  about  everybody  agrees  that 
businessmen  can't  pay  for  much  basic 
research,  that  they  have  to  concen- 
trate on  the  applications.  My  first 
question  is,  then:  Is  the  U.S.  keeping 
up  in  basic  research?  Are  the  Govern- 
ment and  the  universities  giving  busi- 
ness the  kind  of  backup  it  needs  to 
keep  world  leadership? 

Handler:  Our  technological  lead  is 
getting  smaller  and  smaller.  Japan, 
West  Germany,  the  Soviet  Union— 
these  countries  are  aggressively  and 
successfully  competing  with  us  tech- 
nologically. The  rate  of  growth  of 
French  R&D  is  higher  than  ours. 
Italy's  R&D  has  begun  to  grow.  With 
the  incredible  success  story  of  the 
Japanese  very  clearly  in  front  of  us, 
we  have  to  be  careful. 

No  nation  in  the  world  has  a  corner 
on  brains.  We  cannot  hope  to  enjoy  a 
higher  standard  of  living  for  almost  all 
Americans  as  compared  with  almost 
anybody  else  in  the  rest  of  the  world 
if,  using  the  same  technologies,  they 
make  the  same  materials  and  sell  them 
in  the  same  market.  We  as  a  nation 
have  espoused  free  trade  and  we  sus- 
tain our  economy  to  a  very  consider- 
able measure  by  our  technological  ex- 
ports. The  only  way  we  can  continue 
to  enjoy  a  superior  standard  of  living 
is  through  new  technologies.  And 
that's  our  problem.  And  it's  a  very  hot 
problem  just  now. 

But  the  U.S.  is  cutting  back.  Fed- 
eral .spending  on  R<bD  will  account  for 
juff  7.8%  of  the  proposed  1971  budget, 
the  lowest  level  since  1959,  and  a 
drop  of  about  $600  million  from  1970. 
That  means  that  R6-D  .spending  as  a 
percentage  of  the  gross  national  prod- 
uct wil  fall  from  S%  in  1965  to  about 
2.6%  in  1971,  probably  less  than  in 
England  and  West  Germany  as  well 
as  in  flic  Soviet  Union. 

Handler:  Of  course  the  chief  blow 
to  science  support  has  been  inflation. 
In  absolute  dollars,  the  cutbacks  have 
been  minimal.  Over  the  past  five 
years  the  absolute  dollar  level  of  ap- 
propriations has   remained  essentially 
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People  used  to 

'Talk  to  the  Man  from  Talcott 

only  about  finance  but  now 

they  might  also  be  talking 

about  Talcotfs  dynamic 

diversification. 


Surprise.  Talcott,  since  1854 
a  leader  in  factoring  and 
commercial  financing,  has  been 
branching  out  in  several  important  ways. 

Naturally  there  was  a  logical  extension 
of  our  money-oriented  activities- 
innovating  new  services  for  our 
customers  in  many  industries.  Going  into 
computer  leasing— adding  special  services 
to  help  our  customers  make  the  most  of  it. 
Developing  new  inroads  into  neighboring  areas  of  the  financial  world. 

We  also  set  ourselves  up,  corporately  speaking,  to  go  much  further. 
That's  when  we  became  Talcott  National  Corporation. 

Since,  weVe  been  growing  so  well  and  so  fast  it's  even  hard  to  keep 
our  shareholders  up  to  date.  And  though  they  may  know  that  you  can 
also 'Talk  to  the  Man  from  Talcott"about  leather  tanning  or  materials 
handling,  they  might  not  know  such  conversations  could  include  the 
basic  ingredient  for  one  of  the  nation's  leading  desserts. 

The  new  Talcott  dynamism  has  increased  our  assets  from 
$600milliontoourcurrent$800  million.  And  there's  lots  more  coming. 


TALCOTT  NATIONAL  CORPORATION 

1290  Avenue  of  the  Americas,  New  York,  N.  Y.  10019 

James  Talcott,  Inc.:  Commercial  and  industrial  financing  •  James  Talcott  Factors:  Factoring  •  Talcott  Computer  Leasing:  Leasing  of  computers 
and  peripheral  equipment  •  City  Finance  Company:  Consumer  financing  •  Talcott  Inter-American  Corp.:  Industrial  financing  (Puerto  Rico) 
Tal-Star  Computer  Systems,  Inc.:  Computer  systems— programming  and  management  •  Beggs  &  Cobb  Incorporated:  Leattner  processing- 
tanning  and  by-products  •  Lift  Parts  Mfg.,  Inc.:  IVlanufacturers  of  parts  for  lift  truct<s  •  Ward  LaFrance  Truck  Corp.:  Manufacturers  of  fire 
fighting  apparatus  and  heavy  duty,  special  purpose  trucks  •  TAVCO:  Venture  capital  financing. 


&  MYERS 
BUILDS  2 

POLLUTION 

CONTROL 

PRODUCTS 

TO  HELP 

CLEAN  UP 

AMERICA 


As  /  See  it 


Conservation  of  the  environment  is  America's  chief  task  for  this  dec- 
ade and  beyond.  Our  population  pours  over  200  milHon  tons  of  pollut- 
ants into  the  air  each  year,  more  than  half  of  it  nonvehicular.  And  10 
basic  industries  alone  spill  out  25  trillion  gallons  of  waste  water 
annually.  Where  R&M's  Wascon  Systems  replace  incinerators,  air 
pollution  is  eliminated.  Wascon  equipment  reduces  ordinary  waste 
to  about  -A  its  normal  volume  by  watering  the  material,  grinding  it 
to  a  slurry,  then  squeezing  the  bulk  semi-dry.  At  municipal  and  indus- 
trial waste  treatment  plants,  R&M  Moyno  Pumps  handle  sludge, 
grease,  oil  skimmings  and  other  effluents,  even  those  containing  abra- 
sives. Pollution  control  is  a  vital  and  growing  market  for  Robbins  & 
Myers,  and  the  potential  for  these  two  products  in  the  1970's  is 
virtually  unlimited.  Write  for  our  1969  Annual  Report. 


ROBBINS  &  MYERS,  INC. 


1234  Lagonda  Ave.,  Springfield,  Ohio  45501 


constant.  But  that  means  that  science 
has  had  to  eat  five  years  of  inflation. 
And  during  that  time  the  purchasing 
power  of  available  funds  has  dropped' 
by  something  like  25%  to  30%. 

Take  a  look  at  research  done  in  tlie 
universities.  Academic  research  is  just 
coming  to  the  moment  of  anguish.  No 
university  spends  its  own  money  on 
research— not  even  the  big  private  ones 
like  Harvard  and  MIT.  It's  all  federal 
funding.  Research  costs  in  the  aca- 
demic area  have  been  rising  at  be- 
tween 12%  and  15%  a  year.  Also,  as 
the  information  you  seek  becomes 
more  remote  from  the  experience  of 
your  senses,  it  costs  more  and  more  to 
get.  But  funding  has  remained  level, 
and  inflation  has  reduced  its  purchas- 
ing power. 

Now,  you  can  absorb  the  first  10% 
cut  right  across  the  board,  giving  ev- 
erybody a  little  less  money.  And  »!fl(/- 
he  the  next  10%.  But  if  you  continue 
cutting  everything  equitably,  every- 
thing subsides  to  mediocrit\'  liecause 
nobody  has  enough  money  to  function. 
So  now  we're  having  to  cut  off  funds 
to  certain  projects  altogether.  That's 
why  we're  closing  down  the  Penn- 
Princeton  accelerator  and  the  Cam- 
bridge electronics  laborator>'  and  that's 
why  we're  putting  oceanography  ves- 
sels in  mothballs. 

And  even  within  those  programs  it 
continues  to  support,  the  Government 
is  redirecting  the  focus  of  its  funding. 
The  largest  single  supporter  of  re- 
search on  campus  is  the  National  In- 
stitutes of  Health.  Increasingly,  they're 
asking  students  they  support  to  direct 
their  attention  not  so  much  to  the  sci- 
ence and  art  of  medicine,  but  to  the 
mechanisms  b\'  which  our  society  de- 
livers medical  care.  Studies  of  that 
nature  are  critically  expensive  and 
represent  a  diversion  from  pure  medi- 
cal research. 

On  top  of  that,  the  Department  of 
Defense  has  lieen  told  that  it  should 
not  support  research  unless  that  re- 
search has  a  clear  and  apparent  rela- 
tionship to  a  military  function.  Well, 
the  list  of  distinguished  physicists  and 
chemists  who  are  being  cut  away  bv 
the  DOD  reads  like  a  Who's  Who  of 
ph\sical  science!  Ihidoubtedly  these 
people  will  find  support  through  other 
federal  agencies,  but  if  you  take  them 
on,  that  means  bumping  someone  of 
somewhat  lesser  distinction. 


Unemployed     sciciitists?     Wliat    a 
switch! 

Handleh:    All    the   portents   are    that 
there  will  be  a  serious  unemployment 
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Fashions  in  Freight.. .Santa  Fe's  great  variety  show. 


The  soundest  fashion  rule  is  to  pick  the  style  that  was 
designed  with  you  in  mind. 

In  Santa  Fe's  fabulous  variety  of  more  than  85,000 
cars,  trailers  and  containers,  you'll  find  cargo  de- 
signed equipment  for  the  best  possible  handling  of 
your  freight. 

Each  year  we  invest  millions  of  dollars  not  only  to 


keep  our  freight  fleet  in  style  with  changing  require- 
ments for  transportation,  but  also  to  be  the  style- 
setters  for  the  seventies.  In  order  to  do  exactly  that, 
Santa  Fe  also  adds  new  diesels,  develops  faster  sched- 
ules and  automated  terminals.  All  for  the  purpose 
of  moving  your  freight  in  the  latest  fashion  by  rail, 
by  highway,  piggyback,  container  or  pipeline. 


21    K 

Santa  Fe 


And  now — Santa  Fe's  "Fashions  in  Freight" 
are  completely  described  in  a  new  series  of 
folders.  You  can  have  at  your  fingertips  full 
details  on  capacities,  dimensions,  load  pro- 
tection devices,  and  other  special  features  of 
Santa  Fe  freight  cars. 

Ask  your  Santa  Fe  Sales  Representative 
for  folders  on  the  types  of  freight  cars  that 
will  best  serve  your  shipping  needs  in  the 
seventies. 


Look  for  the  name  "Super  Shock 
Control."  It's  the  special  underframe 
on  many  types  of  Santa  Fe  cars  to 
provide  damage-free  shipping. 


>anla  Fe's  Passenger  Fleet  (or  Western  Travel  ■  Chicago-Los  Angeles— SUPER  CHIEF— EL  CAPITAN  •  Ctiicago-San  Francisco-SAN  FRANCISCO  CHIEF  ■  Chicago-Houston- TEXAS  CHIEF 
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Indianapolis  . . .  where  you 
and  your  product  are  within  24  hours 
by  truck  of  more  major  cities  than  any  other 
place  in  the  United  States.  Your  prime  buyers  and 
suppliers  are,  at  most,  only  a  day  away  via  seven  inter- 
state freeways  that  circle  the  city. 

Twelve  U.S.  highways  are  linl<ed  to  the  Interstate  465 
urban  loop  to  form  a  transportation  networ(<  unparalleled 
in  the  nation.  And  an  abundance  of  planned  plant  sites  and 
developments  adjacent  to  the,  465  loop  put  you  within  30 
minutes  of  any  part  of  the  city. 

°FI<pM... 

CHICAGO  §T  LOUIS  DETROIT 
CINCINNATI    LOUISVILLE 

lEXIHfiTOH  ffifflQSl^A&&(!>  NaSHVilUE 

coLaHBog  cLEVEiAND  umis-a 

Dayton  SOUTH  BEND  F^B^lNiDlNE 
CHBREESSOH  <^t^ry  MILWAUKEE 
nVCA^DI SOIST  GRAND  RAPIDS 


For  information,  for  assistance  on  sites 
and  buildings,  for  computerized  site 
selection,  write  John  Hardy,  Area 
Development  Director,  Dept.  H219  or 
call  317  635-6868. 


INDIANAPOLIS 
POWER  ft. 

lightCl 

Indianapolis,  Indiana  46206 


As  I  See  It 


problem  among  scientists  in  a  year  or 
so.  There  were  electronic  engineers 
driving  taxicabs  in  San  Diego  a  few 
years  ago  when  the  Government  can- 
celled a  big  contract  with  General 
Dynamics,  and  it's  going  to  happen 
again."  We  have  a  great  public  invest- 
ment in  the  capabilities  of  those  men, 
and  we're  just  wasting  it  by  letting 
the  level  of  research  funding  fluctuate 
the  way  it  does. 

Doesn't  this  also  mean  there  will  be 
fewer  science  graduate  students? 

Handler:  Of  course.  Starting  in  1971 
there  will  be  a  decline  in  our  produc- 
tion of  graduate  students.  And  we 
won't  know  about  the  pain  of  that  for 
a  generation.  One  day  we'll  need 
them,  and  they  won't  be  available. 

Can't  business  pick  up  at  least  some 
of  the  slack? 

Handler:  No,  industry  can't  pick  up 
the  slack  in  basic  science  or  academic 
research.  For  one  thing,  industrial 
R&D  spending  has  been  going  up  pri- 
marily because  its  costs  have  been 
going  up.  In  addition  to  rising  person- 
nel and  equipment  costs,  the  costs  of 
discovery  is  rising  because  we've  al- 
ready done  the  easy  things.  It  used  to 
be  that  you  could  come  up  with  a 
potentially  useful  pesticide  if  you 
screened  about  200  compounds.  To- 
day you  have  to  screen  about  10,000 
compounds  before  you  can  hope  to 
find  another  one.  And  the  costs  have 
gone  up  sharply.  But  you  have  to 
spend  the  money  on  R&D  or  watch 
your  markets  disappear  to  foreign  com- 
petition. Our  nylon's  no  better  than 
anybody  else's  now  that  we've  licensed 
them  to  make  it  and  the  patents  have 
expired.  Business  has  its  hands  full 
with  applications  research. 

Then,  too,  industrial  R&D  isn't 
like  academic  R&D,  and  probably 
shouldn't  be.  There  are  only  a  few 
very  large  corporations  that  have  avail- 
able to  them  the  wherewithal  to 
mount  a  front-line  fundamental  re- 
search effort  and  sit  still  for  a  payoff 
that  may  be  25  years  off.  At  present, 
industry's  support  of  basic  academic 
research  is  trivial,  and  personally  I 
don't  see  any  compelling  argument 
why  industry  should  be  more  suppor- 
tive of  research  on  campus.  I  think  it's 
a  federal  responsibility. 

But  make  no  mistake.  Industry  de- 
pends on  basic  science  quite  heavily. 
It  was  the  Government  that  put  up 
the  money  that  really  gave  us  comput- 
ers.   The    Government   puts    up    the 
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Planning  new  facilities? 

r 

Make  peace  of  mind  part  of  the  contract! 


One  of  the  best  ways  to  judge  the  ability  and  technical 
skill  of  any  professional  organization  is  to  know  the 
customers  it  serves  .  .  .  and  the  degree  to  which  it 
satisfies  these  customers. 

At  Cunningham-Limp,  we  feel  our  repeat  clients  are 
significant  evidence  of  satisfactory  performance.  With 
90%  of  our  business  coming  from  former  customers, 
our  record  proves  you  can  assign,  with  confidence,  the 
full  responsibility  for  your  expansion  planning  to  C/L. 

Frpm  drawing  board  through  completion  of  your  new 
facilities,  your  entire  project  can  be  handled  by  C/L 
under  our  Total  Responsibility  Concept  at  a  guaranteed 
price  and  within  a  specified  completion  time.  Also,  as 
cost-consciousness  is  reflected  throughout — you  get 
the  most  economical  job  consistent  with  good  planning. 


good  engineering,  good  construction  methods  and  your 
own  special  requirements. 

Many  of  our  customers  are  among  America's  leading 
corporations ;  others  are  substantial  smaller  firms.  Having 
received  value,  they  have  given  us  repeat  business.  You 
can  follow  the  lead  of  these  forward-looking  companies. 
Call  in  a  design-engineer-build  organization  profession- 
ally capable  of  handling  your  entire  project  from  con- 
cept to   completion. 

For  more  about  the  peace  of  mind  that's 
part  of  every  C/L  contract  send  for 
your  copy  of  The  Comprehensive 
Approach  to  Facility  Expansion.  Write  : 
Cunningham-Limp  Company,  1400K 
N.  Woodward  Avenue,  Birmingham, 
Michigan   48011. 


The 

C^oro  prehens  i  ve 

ApprcMwh 

F8vilii> 


DESIGNING-ENGINEERING-BUILDING  AROUND  THE  WORLD 

CUNNINGHAM-LIMP 

CUNNINGHAM  ENGINEERS  INC.  •  CUNNINGHAM-LIMP  INTERNATIONAL  •  CUNNINGHAM-LIMP  LIMITED 

Offices  in  principal  cities 


Whenever  reference  is  made  to  designing,  engineering  or  architecture,  the  work  v/ill  be  dont;  by  Cunntngham  Enriineers  Inc.  or  by  personnul  qualified  under  all  applicable  lavvs. 

(g)  Cunningharn-Limp  Company  1070 
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Growth  or  income? 
Investors  with  $25,000 
or  more  con  aim  at  either 
objective  through  our 
Investment  Selection  Service— 
another  approach  to 
investing  from 
First  National  City  Bank. 


INVESTMENT  SELECTION  SERVICE. 

FIRST   NATIONAL  CITY  BANK 


To:  Mr.  Robert  E.  Ketcham 
First  National  City  Bank 
399  Park  Avenue, 
New  York,  N.  Y.  10022 

Please  send  me  more  information  about 
Investment  Selection  Service.  I  am  mainly 
interested  in:  (check  one) 
□  long-term  growth     □  current  income. 


Name. 
Street_ 
City 


State- 


-Zip- 


(Orcall  (212)  559-6009.)      f-i 


Member  Federal  Deposit  Insurance  Corporation. 


As  I  See  It 


money  that  gives  us  the  advances  in 
the  entire  electronics  industry.  And 
the  entire  business  of  getting  new  air- 
craft is  subsidized  by  the  Government. 
Even  the  chemical  industry,  which 
spends  its  own  money  on  research,  re- 
lies on  government-funded  basic  sci- 
ence research.  Yes,  the  big  cornucopia 
of  new  chemicals  derives  very  largely 
from  the  R&D  activities  of  the  chemi- 
cal industry  itself.  But  they,  in  turn, 
have  relied  for  new  ideas  on  academic 
chemical  research  and  our  academic 
chemical  research  was  of  such  quality 
and  scope  that  it  was  enough  to  un- 
derpin the  chemical  industry. 

WeU,  Dr.  Handler,  science  isn't 
alone  in  feeling  the  ax.  A  good  many 
worthwhile  programs  have  fallen  vic- 
tim to  inflation  and  Vietnam. 

Handler:  Oh,  I  think  the  rate  of 
growth  in  funding  for  research  would 
have  slowed  down  in  any  case,  even 
without  the  bite  of  Vietnam. 

I  suppose  the  underlying  reason  for 
the  federal  R&D  cutbacks  is  that  re- 
sponsible individuals  in  the  executive 
branch  share  some  of  the  public  dis- 
enchantment with  respect  to  science. 
We're  going  through  a  wave  of  revul- 
sion on  the  topic.  The  public  is  more 
concerned  with  what  science  and 
technology  have  done  to  them  rather 
than  for  them.  The  public  concern 
with  the  quality  of  the  environment  is 
a  palpable,  tangible  thing;  the  horror 
stories  are  being  spread  about. 

Now  I  wouldn't  discount  the  reality 
of  the  problem  for  a  moment.  All  of 
this,  however,  combined  with  the 
change  in  public  attitude  to  the  uni- 
versity now  as  the  seat  of  student  un- 
rest and  yet  also  as  the  seat  of  science, 
rubs  off  at  the  same  time. 

So  it's  a  moment  of  stock-taking. 
Science  is  being  told:  Sit  still,  you've 
had  your  turn.  We  have  all  these  other 
things  to  do. 

And  what  do  you  say  to  that? 

Handler:  I  can't  say  that  the  real 
problems  of  our  society  today  are  ones 
to  be  solved  by  new  science.  We  need 
peace.  We  must  come  to  grips  with 
the  problem  of  race,  the  problem  of 
crime,  the  problem  of  drugs— which  is 
an  ulcer  growing  in  our  bowels.  These 
are  not  essentially  scientific  problems. 
But  meanwhile,  you've  got  a  di- 
lemma. Because  if  you  don't  do  that 
science  today,  you  won't  have  that 
technology  tomorrow  when  you  want 
it.  You  can't  turn  science  on  and  off 
like  a  faucet  when  political  percep- 


Drug  addiciion  is  one  of  the 
nation's  problems  for  which 
science  has  no  ready  solution. 


tions  of  national  needs  change.  The 
only  voices  the  Government  hears  now 
are  the  voices  of  calamity  and  doom 
that  say  we've  done  terrible  things 
to  the  country  by  profligate  use  of  its 
resources  and  by  failing  to  see  that  we 
didn't  do  harm  while  doing  good. 

Nonetheless,  I  think  the  present  pos- 
ture of  the  Government  to  R&D  is 
very  shortsighted. 

But  look  at  the  mess  science  and 
technology  have  landed  us  in.  Didn't 
science  bring  these  problems  on  itself? 

Handler:  That's  a  terribly  complex 
question.  To  begin  with,  science,  as 
the  aggregated  understanding  of  na- 
ture itself,  cannot  have  a  fault  be- 
cause it  does  not  itself  have  morality. 
What  we  are  talking  about,  then  is 
how  scientists  use  that  knowledge  and, 
more  particularly,  how  industry  uses 
that  knowledge. 

Now  what  we're  witnessing  is  a 
very  profound  change  in  national 
philosophy  on  the  topic  of  science  and 
technology.  Up  until  this  moment  our 
nation  has  been  guided  by  a  market 
economy.  Now,  take  pollution.  In  the 
market  economy  every  company  was 
left  to  go  its  own  way,  and  as  a  con- 
sequence they  all  pollute.  And  that's 
perfectly  logical.  To  think  that  any  one 
company  would  produce  less  pollutant 
than  its  competitors  at  some  economic 
cost  to  itself,  with  nothing  pohcing  the 
competition  and  making  them  do  the 
same,  is  rather  absurd.  A  company 
that  did  that  couldn't  stay  in  business.    ^, 
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AS  QUICK  AS  A  CUP  OF  INSTANT  COFFEE. 


In  the  time  your  secretary  prepares  a 
coffee  break,  we  can  begin  delivering 
the  extra  trucks,  tractors  and  trailers 
you  need.  Check  your  local  Yellow 
Pages  for  the  nearest  Berman  terminal. 
One  fast  phone  call  does  it.  D  What  do 
you  need,  where  and  when?  One  unit  or 


a  full  fleet.  We  have  over  1,300  brand- 
new  '70  Fords  and  other  fine  makes.*  All 
fully  serviced  and  ready  to  roll.  Avail- 
able on  daily  rentals,  short  or  long  term 
leases.  That's  Instant  Fleet  Service.  Just 
one  emergency  proves  its  worth. 
f*Over  10,000  vehicles  now  in  service.] 


raiMiM  BERMAN 

LEASING     COMPANY 
DIVISION    OF    BERMEC    CORPORATION 

EXECUTIVE  OFFICES:  40  Bennett  Road,  Englewood,  N.I.07S31.  Tel.:  (201)  567-9300.  104  Terminals  and  Branch  Offices.  (Check  your  local  Yellow  Pages.) 
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Young  Radiators 
are  used  where 
the  going  is  tough 

YOUNG  RADIATOR  COMPANY 


General    Offices     Racine,    Wisconsin    53403 

Radiatois  •  Heal  Exchangefs  •  Oil  Coolers  •  Unit  Heater; 


ROOF 
MAINTENANCE 

Your  own  plant 
labor  can  spray  a 
waterproof  shield 
over  your  weattier- 
worn  roof.  Reduce 
labor  costs.  Use 
Ranco  Roof  Spray 
Equipment  (value 
$1,310.00)  FREE  OF 
CHARGE  for  applica- 
tion of  material.  Write 
on  company  lettertiead 
for  FREE48-paEe 
Ranco  Roofing  Catalog 
and  ask  to  see  our  3- 
min.  color  movie  en- 
titled, "Spray  Process 
Saves  Old  Roofs." 

FLOORS 

RAiivOHASTHESOLUTIOH 

RANCO  INDUSTRIAL  PRODUCTS  CORP. 

13306  Union  Avenue,  Cleveland,  Ohio  44120 


FLOOR 
MAINTENANCE 

Magic  Floor<i> 

patches  floors, 
expansion  joints, 
holes  and  ruts  in 
or  out  of  doors. 
Requires  no  drying 
lime.  Write  on 
company  letter 
head  for  FREE 
2-Gal.  Sample, 
freight  prepaid 
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As  I  See  It 


I  cannot  imagine  one  of  the  major 
auto  companies  going  through  the 
enormous  cost  of  changing  over  its 
engines  so  as  to  avoid  the  production 
of  nitrogen  oxides  while  the  others 
don't.  The  gasoHne  companies  are 
urged  to  take  the  lead  out  of  their 
gasoline.  If  they  all  do  it  at  once  and 
undergo  the  enormous  cost  of  chang- 
ing over  their  refineries  in  order  to  get 
high-octane  gasoline  without  lead- 
fair  enough.  But  to  think  that  one  of 
them  will  do  it  voluntarily  and  in- 
crease his  costs  while  the  competition 
doesn't,  is  naive  in  the  extreme.  Only 
by  having  the  Government  set  stand- 
ards that  all  companies  in  an  industry 
must  meet  at  a  given  time  does  this 
become  a  rational  kind  of  activity. 

So  now  we're  beginning  to  realize 
that  some  of  these  decisions  have  to 
be  made  in  a  nonmarket,  public  sense. 
But  we've  only  just  started  down  the 
trail.  We've  never  done  it  before. 

Why  didn't  science  foresee  this? 

Handler:  To  think  that  we  would 
have  had  the  wisdom  to  have  done 
otherwise  a  century  ago  is  really 
rather  absurd.  I  give  you  as  an  exam- 
ple the  Iron  Curtain  countries.  They 
have  socialist  economies  where  the 
government  has  total  control  of  the 
industrial  plant.  They  could  have  pre- 
vented pollution  all  along  because, 
after  all,  profit  and  loss  doesn't  make 
any  sense  in  their  economies.  The  costs 
and  the  profits  are  what  they  declare 
them  to  be.  Yet  they've  destroyed  as 
many  lakes  and  rivers  and  streams  as 
we've  destroyed.  Lake  Baykal  in  the 
Soviet  Union  is  bigger  than  Lake  Erie, 
and  has  more  water  in  it— but  it  is 
stated  to  be  in  much  the  same  con- 
dition as  Lake  Erie. 

The  burden  is  not  on  the  scientist 
to  think  of  these  things— that's  some- 
one else's  job.  If  he  can  invent  the  in- 
ternal combustion  engine,  ask  no  more 
of  the  man.  He's  made  his  contribu- 
tion. There  are  other  people  who  can 
think  of  the  implications  and  societal 
impact  of  innovations  much  better. 

Okay,  suppose  these  "societal  in- 
novation" types  decided  sometliing 
tvas  loorth  encouraging.  Wlmt  shotdd 
the  Government  do? 

H.\XDLER:  Well,  that  raises  an  inter- 
esting problem.  Take  the  pharma- 
ceutical industry,  for  example.  Hu- 
man beings  ha\'e  all  the  diseases 
the\'\e  ever  had  except  for  a  small 
number  of  infectious  diseases  we  know 
how   to   control.   The   pharmaceutical 


industry's  research  is  the  only  hope 
known  to  me  to  control  these  diseases 
—they're  tooled  up  to  do  this  research 
in  the  way  no  medical  school  is.  But 
now  ^the  cost  of  developing  a  new 
drug  is  just  staggering.  It  costs  at 
least  $5  million— from  the  time  of  con- 
ception to  the  time  you're  ready  to 
m'arket— to  develop  a  new  drug.  And 
then  it  may  be  no  good.  Perhaps  80% 
of  these  R&D  costs  are  incurred  while 
satisfying  the  requirements  of  the 
Food  &  Drug  Administration.  This  has 
frozen  all  of  the  small  drug  houses 
out  of  the  market. 

Now,  take  a  specific  situation.  The 
cost  of  getting  to  the  next  generation 
of  The  Pill  is  going  to  be  horrendous. 
We've  got  to  find  some  way  to  mini- 
mize the  trauma  for  the  drug  compa- 
nies and  to  accelerate  the  process. 
And  I  think  there's  a  way  out  of  this 
box.  After  the  company  has  completed 
what  is  currently  called  Phase  One  re- 
search, in  which  they've  clearly  estab- 
lished that  they've  come  up  with  a 
new  molecular  species  with  highly  de- 
sirable properties,  they  suddenly 
switch  from  testing  it  on  mice  and 
monkeys  to  testing  it  on  humans,  and 
the  costs  go  up  dreadfully. 

Assuming  that  you  can  convince 
the  FDA  that  the  new  drug  has  prom- 
ise, the  Federal  Government  might 
step  in  at  that  point  and  pick  up  the 
tab  and  finance  the  process  of  bring- 
ing it  to  the  point  where  it  is  almost 
ready  to  market.  That  would  greatly 
accelerate  drug  research. 

Well,  Dr.  Handler,  you  scientists 
have  an  uphill  fight  persuading  tax- 
payers to  underwrite  more  science 
when  governments  are  being  forced  to 
cut  hack  so  much  that  is  more  imme- 
diate and  pressing  to  people. 

Handler:  Okay,  but  I'll  leave  you 
with  a  final  argument.  It  is  really  rath- 
er frightening.  And  that  is  that  we  have 
to  learn  how  to  live  on  this  very  small 
planet  which  is  shrinking  at  an  incred- 
ible rate.  Consider  this.  Some  60?  of 
all  the  extractive  stuff  taken  out  of 
the  earth  is  processed  in  this  country.  | 
If  the  rest  of  the  world  catches  up 
with  us  technologically  and  has  a  civ- 
ilization like  ours,  we  will  deplete  the 
mineral  resources  of  the  earth  at  such 
a  rate  that  it  will  come  home  to  roost 
on  our  grandchildren. 

That's  why  I  say  it's  a  mistake  to 
cut  back  on  R&D  now,  because  one'J 
should  stri\'e  to  preserve  all  his  op- 
tions. And  if  we  stop  doing  science,  we 
don't  have  any  options.  And  that's  a 
very  bad  strategy  for  a  nation.  ■ 
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You're  right... 

New  Jersey's  cities  aren't 

what  they  used  to  be. 

That's  why  you'll  find  enor- 
mous investment  opportunity  in 
New  Jersey  these  days.  Opportu- 
nity to  earn  a  fair  return  while 
enjoying  the  satisfaction  of  being 
part  of  the  exciting  rebirth  of  New 
Jersey's  cities  and  their  people. 

This  rebirth  is  not  just  pie-in- 
the-sky  hope.  It's  a  fact.  And 
it's  now. 

True,  cities  like  Newark,  Jersey 
City,  Camden,  Trenton,  Elizabeth 
and  Paterson  face  the  same  acute 
problems  challenging  every  city 
in  the  nation.  But  we're  doing 
something  about  it. 

Already,  more  than  $1  billion 
is  at  work  in  new  construction 
in  these  cities  that  have  dedicated 
themselves  to  growing  young 
again.  And  with  this  rejuvenation 
go  unlimited  opportunities  for 
private  investment. 

Discover  the  investment 
opportunities  New  Jersey's  cities 
offeryou.  Mail  this  coupon  now 
for  your  free  copy  of  the  52-page 
brochure  "Six  Cities  Forward" 
It  dramatically  details  the  forward 
direction  these  cities  are 
taking,  and  how  you  can 
grow  with  them. 
Return  the  coupon  now. 


At  right,  part  of  Camden's  new  $125  million  City  Centre  urban 
renewal  project.  Above  right,  Penn  Plaza,  a  sleek  new  business 
Centre  in  downtown  Newark.  Above  left,  new  state  office  build- 
ings in  Trenton,  and  Alexander  Hamilton  overlooking  Peterson's 
falls,  site  of  America's  first  industrial  park.  Above,  Newark's 
bustling  Centre,  heart  of  the  city's  new  forward  direction. 


Free! 

48-page  new  bro- 
chure describes 
opportunities  in 
New  Jersey's 
cities.  Contains 
full-color  illustra- 
tions, brief  histories 
and  descriptions 
of  changes  hap- 
pening now  and  in 
the  future.  Return 
the  coupon  today. 


RETURN  THIS  COUPON  TODAY 

Public  Service  Electric  and  Gas  Company 

Box  FA,  80  Park  Place,  Newark,  New  Jersey  07101 

GENTLEMEN:  Plesse  forward  my  free  copy  of 
"Six  Cities  Forward"  describing  investment 
opportunities  in  New  Jersey's  cities. 
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Tomorrow's  New  Jersey,  Today's  Investment  Opportunity 

PUBLIC  SERVICE  ELECTRIC  AND  GAS  COMPANY 
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Watch  That  Waistline! 

A  good  deal  of  corporate  growth  has  resulted 
in  fat  rather  than  in  muscle.  Will  corporate 
weight-watching  be  the  trend  of  the  Seventies? 


Redeployment,  which  is  a  polite 
word  for  liquidation,  has  all  the  mak- 
ings of  a  major  corporate  trend.  As 
the  Sixties  were  a  period  of  all-out  ex- 
pansionism, the  Seventies  may  thus  be 
a  period  of  slimming  down,  of  concen- 
trating on  profitability. 

Item:  President  George  S.  Dillon, 
the  straitlaced,  52-year-old  executive 
who  has  spent  a  good  part  of  his  life 
working  for  the  Air  Reduction  Co., 
bit  the  bullet  early  this  year.  He  of- 
fered for  sale  his  big  and  profitable 
chemical  division,  8%  of  Air  Reduc- 
tion's revenues. 

Item:  Conglomerator  James  J. 
Ling  of  Ling-Temco-Vought  reversed 
course.  Instead  of  adding  to  his  em- 
pire, he  started  to  trim  back.  For  sale 
this  year  were  three  of  Ling's  proudest 
corporate  possessions:  Braniff  Airways, 
Okonite  and  Wilson  Sporting  Goods. 

Two  more  different  men  than  Ling 
and  Dillon  would  be  hard  to  find,  nor 
two  more  different  companies.  Yet 
they  were  both  doing  the  same  thing: 
redeploying  assets.  How  do  you  rede- 
ploy assets?  Simple.  First  you  sell,  that 
is,  you  liquidate  a  part  of  your  com- 
pany. Then  you  use  the  proceeds  for 
other  corporate  purposes.  In  Air  Re- 
duction's case,  Dillon  wants  the  mon- 
ey to  expand  his  ferroalloys,  graphite 
and  electron  beam  stainless  steel  op- 
erations. In  the  long  run,  he  thinks  Air 
Reduction  can  make  more  money  in 
these  than  it  can  in  chemicals. 

There  has  always  been  a  certain 
amount  of  this  kind  of  thing.  But  in 
the  past,  redeployment  frequently 
wasn't  considered  quite  respectable— 
unless  the  Government  made  you  do 
it.  Now  it  seems  on  its  way  to  respect- 
ability. It  even  shows  signs  of  becom- 
ing a  major  trend.  And  the  trend  may 
indeed  have  profound  implications.  It 
may  well  mean  that  the  corporate  em- 
phasis of  the  future  is  going  to  be 
on  profits  and  profitability  rather  than 
on  sales  and  assets. 

By  themselves.  Air  Reduction  and 
L-T-V  do  not  make  a  trend.  But  they 
are  not  by  themselves.  This  year  Cel- 
anese  Corp.  President  John  Brooks 
agreed  to  sell  Celanese's  oil  operations 
to  Union  Pacific.  Oil  was  a  money- 
maker for  Celanese.  But  to  keep  mak- 
ing money  it  would  have  required  ad- 
ditional capital  investment.  Brooks 
figured  that  in  the  long  run  invest- 
ment in  other  Celanese  businesses 
would  earn  a  better  return.  The  price 


for  the  oil  business:  $240  million. 
There  will  undoubtedly  be  many  more 
such  cases  this  year.  One  reason:  tight 
and  expensive  money.  A  division  may 
require  more  capital  than  it  is  gen- 
erating. Additional  debt  or  equity  fi- 
nancing are  the  most  common  sources 
of  outside  financing.  But  neither  is 
readily  available  at  this  time. 

Redeployment  need  not  involve  any- 
thing as  dramatic  as  selling  off  a  divi- 
sion. More  often  it  consists  of  the 
much  less  visible  technique  of  direct- 
ing part  of  the  cash  flow  from  a  prof- 
itable division  into  another  business. 
Flour  miller  General  Mills  has  moved 
into  snack  foods,  toys  and  apparel  by 
gradually  reducing  its  investment  in 
flour  mills  and  feeds  and  directing 
part  of  the  cash  flow  into  these  new 
markets.  Pillsbury  has  begun  moving 
into  fast  food,  housing  and  construc- 
tion. El  Paso  Natural  Gas  now  gets 
only  66%  of  its  $887.7-million  revenues 
from  its  original  pipeline  operations,  s 
Yet  they  provided  some  of  the  cash  1 
needed  to  move  El  Paso  into  fields 
such  as  chemicals  and  mining. 

But  the  impact  is  the  same:  Corpo-) 
rate  assets  are  being  shifted  from  onei 
business  to  another.  Divisional  execu- 
tives   who    made     the    profits    must, 
watch  them  being  poured  into  som^ 
one  else's  business. 

Ouiffers? 


i 


There  was  a  time  when  executives 
who  sold  off  a  part  of  their  business 
were  regarded  almost  as  traitors.  Or,»J 
if  not  traitors,  then  confidence  men: 
If  a  company  was  parting  with  assets, 
then  there  must  be  something  wrongi 
with  the  assets.  To  bowdlerize  Wins-i 
ton  Churchill,  they  were  not  made 
CEO's  to  preside  at  their  company! 
liquidation. 

Some  of  these  suspicions  were  ju» 
tified.  And  still  are.  Some  disinvest- 
ments are  desperation  efforts  to  cutt 
deep  problems  in  sick  companies.       | 

Today,  however,  it  is  no  longer  1 
black  mark  against  a  management  i 
it  decides  to  move  out  of  a  business 
says  Air  Reduction's  Dillon.  More  of 
ten  the  move  is  likely  to  mean  that  di' 
company  has  established  specific  pro! 
it  goals.  It  has  decided  that  more  cap 
ital  is  needed  to  meet  them.  And  ths 
redeployment  is  the  right  way  to  rais 
this  capital.  "Companies  are  begii 
ning  to  look  at  existing  business  on 
(Continued  on  page  219) 


214 


FORBES,   MAY   15,   197 


klS 


United  States  Gymnastic  Federation 


How  to  make  a  killing 
in  the  balance  beam  market 


To  attempt  breathtaking  feats  of  muscle 
control,  gymnasts  need  absolute 
stability  underfoot.  So  balance  beams 
for  international  competition  are 
made  of  strong,  dimensionally  stable 
Koppers  laminated  wood. 
Of  course  one  beam  every  four  years 
wouldn't  be  much  of  a  market.  But  a 
material  that  demonstrates  such  per- 
fect structural  properties  is  headed 
for  bigger  things ...  like  churches, 
schools,  industrial  and  commercial 
buildings,  where  architects  are  now 
using  our  laminated  wood  structurals. 

It  happens  all  the  time.  We  started 
to  make  swimming  pool  paints  when 
hardly  anyone  had  swimminq  pools. 
In  1954,  we  tried  to  market  an  odd 


polystyrene  that  would  puff  up  to 
make  rigid  foam.  Today,  both  products 
lead  skyrocketing  markets. 
So  we  try  to  give  novel  ideas  room  to 
grow.  Right  now  Koppers  is  making 
buttons,  a  chemical  to  keep  bread 
fresh,  utility  poles  in  six  colors,  and 
materials  for  everything  from  coffins 
to  brassieres. 

How  does  all  this  fooling  around 
affect  our  balance  sheet?  Bucking 
most  of  the  trends,  Koppers  sales  and 
earnings  set  records  in  1969.  Net 
income  rose  16  per  cent.  And  90  per 
cent  of  sales  came  from  products  and 
services  we  hadn't  even  thought  of  25 
years  ago,  much  of  it  from  80-plus  new 
products  introduced  since  1960. 


Companies,  like  gymnasts,  have  to 
keep  their  balance.  We  think  the  best 
way  to  do  it  is  to  lean  forward. 
Koppers  Company,  Inc.,  Pittsburgh, 
Pennsylvania  15219.  , 


KOPPERS 

Chemicals  and  Coatings 

Plastics 

Architectural  and 
Construction  Materials 

Engineered  Products 

Environmental  Systems 

Engineering 
and  Construction 
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of  America 


IS  a  man 
Osaka. 


When  the  heads  of  two  American  oil 
companies  wanted  to  meet  a  key  person 
in  the  Japanese  energy  industry,  our 
man  was  on  the  spot  to  make  the  right 
introductions.  When  a  Japanese 
manufacturer  of  sHde  fasteners  needed 
help  expanding  his  market,  our 
man  arranged  for  financing  in  Taipei, 
Bangkok  and  Singapore.  And  when  a 


Japanese  petroleum  company  ran  into 
expansion  difficulties  because  of  tight 
local  money  conditions,  our  man  solved 
the  problem  by  using  multi-currency 
financing  in  Japanese,  European  and 
Southeast  Asian  funds.  Local  financing . . , 
local  contacts  .  .  .  local  knowledge  .  .  . 
whatever  your  problem,  look  to  our  man 
for  the  solution. 


And  in  the  Checkless 
Society. 


In  San  Francisco,  our  man  is  managing 
the  personal  financial  affairs  of  an 
experimental  group  of  customers  on  a 
test  basis.  They  have  their  paychecks  and 
all  their  bills  sent  to  him.  He  sees  that 
all  the  bills  are  paid,  that  savings  are 
taken  care  of,  and  that  lines  of  credit 
are  established.  The  customers  live 

The  Canadian  Pavilion,  Expo  70 


in  a  virtually  checkless  society.  Our  man 
also  provides  counseling  on  money 
management,  helping  the  customers  to 
better  reach  their  financial  goals. 
It's  a  new  and  challenging  concept. 
And  just  one  of  the  things  that  keep 
Bank  of  America  the  world's  leading — 
as  well  as  the  world's  largest — bank. 
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BANK  OF  AMERICA-SAN  FRANCISCO,  LOS  ANGELES,  NEW  YORK:  Over  1000  fuII-service  branches  and  subsidiaries  m  California  and  around  the  world:  Argentina  .  Austria 
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This  is  only  our  fifth  Annual  Report... 
but  you  can  read  it  in  three  languages, 


In  1965  we  published  our  first  annual 
report,  in  our  first  language:  a  soft  south- 
western drawl.  To  tell  our  first  public 
shareholders  about  our  computing  serv- 
ices for  customersinour  first  three  states: 
Texas,  Oklahoma,  and  California. 

Our  computers  have  learned  to  speak 
;n  many  languages:  FORTRAN.  ALGOL, 
SIMCRIPT  ODBOL.  And  BASIC.  To 
customers  all  over  the  western  world- 
London,  Los  Angeles,  Houston,  Ham- 
burg, Raleigh  and  Rotterdam. 

In  thisyear'sannual  report  we  decided 
to  treat  our  shareholders  and  our  em- 
ployees as  considerately  as  our  com- 
puters. To  speak  thei  r  language,  we  had  to 
use  three:  English,  French,  and  German. 

To  read  this  report,  write  for  a  copy 
to  one  of  the  addresses  below— in  your 
language. 


Unser  fiJnfter  Jahresbericht  in  drei 
Sprachen. 

In  1965  gaben  wir  unseren  ersten 
Jahresbericht  heraus,— in  dem  schlep- 
penden  Texas  Akzent!  Hierin  erzahlten 
wir  unseren  ersten  Aktionaren  von 
unseren  "computing  services"  in  Texas, 
Oklahoma  und  Kalifornien. 

Unsere  Computer  sind  vielsprachig: 
FORTRAN,  ALGOL,  SIMSCRIPT, 
COBOL  und  BASIC;  und  sie  sprechen 
zu  Kunden  i  n  der  ganzen  westi  i  chen  Wei  t : 
London,  Los  Angeles,  Houston,  Hamburg, 
Raleigh  und  Rotterdam. 

In  unserem  1970er  Jahresbericht 
haben  wir  uns  entschlossen,  unsere 
Aktionare  und  Mitarbeiter  mit  derselben 
Rucksicht  wie  unsere  Computer  zu 
behandein,  und  sie  in  drei  Sprachen 
anzusprechen:  Englisch.  franzosisch 
und  deutsch. 

Falls  Sie  diesen  Bericht  lesen  moch- 
ten,  schreioen  Sie  an: 


En  1965  UCC  publiait  son  premier 
rapport  annuel:  avec  I 'accent  trainant 
du  Texas!  Ceci  pour  informer  nos  action- 
naires  de  nos  services  de  traitement  de 
I'information  au  Texas,  en  Oklahoma  et 
en  Californie. 

Nos  computers  sont  maintenant  poly- 
glottes:  FORTRAN,  ALGOL,  SIMSCRIPT, 
COBOL,  BASIC  ETC....  et  servent  nos 
clients  S  travers  le  nxinde:  de  Londres  a 
Los  Angeles,  de  Paris  d  Houston,  de 
Bruxelles  S  Raleigh,  de  Hamburg  d  San 
Francisco! . . . 

Aussi  cette  annee  avons-nous 
decide  de  traiter  nos  actionnai  res  et  notre 
personnel  avec  la  meme  consideration 
que  nos  ordinateurs  et  de  leur  parler  au 
moins  3  langues:  anglais,  frangais  et 
allemand... 

Si  vous  desirez  lire  notre  rapport 
annuel  ecrivez  nous  pour  en  demander 
une  copie  dans  votre  langue  favorite, 
aux  adresses  suivantes: 


L/IMIVECTSITV  COIS/IPUTIIMG  COIS/IPAISiy 

Corporate  Oflices:  13C»  Frito  Lay  Tower,  Dallas,  Texas  75235  USA 

University  Computing  Company  (Great  Britain)  Ltd.,  344-348  Euston  Road,  London  N. W.  1 ,  England 

UCC  Automation  Center  A.G.,  Altaerich  Zwyssigstrasse  83,  CH  5430  Wettingen,  Switzerland 


(Continued  from  page  214) 
lot  more  rational  basis  than  they  used 
to,"  says  James  Taylor,  an  executive 
\-ice  president  at  Booz.  Allen  &  Hamil- 
^ton.  Meaning,  of  course,  that  they  are 
looking  at  return  on  capital  rather 
than  sentiment  or  pride. 

This  is  a  lot  harder  than  it  looks. 
Many  managements  have  traditionally 
judged  themselves— and  each  other— 
by  their  size:  The  bigger  the  company 
the  better  the  management.  For  this 
kind  of  manager,  redeployment  would 
be  a  sacrilege. 

On  a  smaller  scale,  many  .smart  man- 
agements ha\e  always  engaged  in  a 
kind  of  redeplo\ment.  That  is,  they 
have  rationed  available  capital  by 
strict  and  sensible  rules.  For  years  du 
Pont  matched  all  new  product  ideas 
each  year  against  available  capital. 

XormalK,  there  were  more  ideas 
than  money.  The  ideas  that  promised 
the  highest  return  were  funded— put 
in  the  barrel.  The  other  projects  over- 
flowed the  barrel. 

U'hile  the  rain-barrel  approach  isn't 
genuine  redeployment,  its  emphasis  on 
profitability  is  basic  to  redeployment. 
Unless  a  company  is  genuinely  profit- 
oriented,  redeployment  doesn't  make 
sense.  Borrowing  or  raising  more  equi- 
ty is  a  much  less  painful  way  to  fi- 
nance expansion. 

Profits  or  Else! 

Until  recently,  many  companies 
chiefl\  paid  lip  service  to  profitability. 
Some  executives  seemed  more  con- 
cerned with  their  prerogatives  than 
with  their  stockholders.  Some  still  can't 
fell  what  is  profitable.  "You  would  be 
surprised  at  how  many  companies 
don't  reallv  know  how  much  they  earn 
on  a  product  line,"  says  John  C.  Arm- 
strong, president  of  the  George  S. 
.\nnstrong  &  Co.  consulting  firm. 

For  better  or  worse,  the  takeovers 
of  the  last  few  years  are  changing 
that.  Companies  that  were  ver\-  mod- 
els of  caution  and  stagnation  have 
suddenly  become  growth-  and  profit- 
oriented.  Such  companies  are  now 
•examining  every  angle  of  their  busi- 
ness to  see  whether  there  are  some 
lines  they  would  be  better  ofl^  without. 

There  is  an  additional  reason  to  ex- 
pect more  redeployment.  Man\-  of  the 
conglomerates  that  have  grown  at 
breakneck  speed  in  the  last  few  years 
are  now  at  a  stage  where  further  big 
acquisitions  are  ruled  out.  Profit  gains 
must  come  internally.  This  means  tak- 
ing hard  looks  at  every  part  of  a  busi- 
ness. It  means,  in  some  cases,  getting 
rid  of  some  business.  George  ScharfF- 
enberger,  president  of  ■S.364-million- 
sales  City  Investing  Corp.,  predicts 
that  as  conglomerate  managers  start  to 
try  to  operate  the  huge  companies 
they  have  built,  many  will  turn  to  dis- 


Painful.  Redeployment  can 
mean  selling  what  was  once 
the  heart  of  a  company.  Last 
year  W.R.  Grace  sold  its 
1 20-year-old  steamship  line. 
Dart  Industries  would  have 
sold  its  67-year-old  Rexall 
division  last  year,  but  Com- 
monwealth United  failed  to 
come  up   with   enough   cash. 


investment  as  easily  as  they  turned  to 
acquisition.  Older  conglomerates  have 
already  been  through  such  phase.?. 
Frank  Forster,  president  of  Sperry 
Rand,  runs  a  company  put  together  in 
1955  from  the  Sperry  Corp.  and  Rem- 
ington Rand  Inc.  A  form  of  "national- 
ism" within  profit  centers  develops, 
says  Forster.  "After  you  have  put  di- 
verse companies  together  you  have  to 
go  through  a  separate  phase  of  consol- 
idation." Part  of  the  consolidation  in- 
volves getting  rid  of  parts.  For  exam- 
ple, Sperry  Rand  sold  its  computer 
punch  card  operation  and  it  liquidated 
a  semiconductor  division. 

The  other  part  involves  an  internal 
reshuffling  of  capital  priorities.  When 
Forster  became  president  in  1965,  he 
found  that  many  division  chiefs  felt 
they  should  be  able  to  reinvest  their 
divisional  profits  in  their  division— af- 
ter turning  over  a  percentage  for  cor- 
porate overhead  and  dividends.  Each 
division  was,  in  effect,  an  independent 
company.  Forster  set  out  to  change 
this.  "We  had  to  adopt  a  philosophy 
that  this  is  like  a  poker  game.  You 
have  to  turn  in  your  chips  at  the  end 
of  each  year." 

It  is  still  true  that  most  of  Sperry 
Rand's  divisions  still  ask  for  more 
money  than  Forster  will  give  them. 
"It's  a  natural  human  trait,"  says 
Forster.  But  he  is  convinced  he  has 
the  right  formula.  It  lets  him  rede- 
ploy his  assets  in  a  way  that  he  calcu- 
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THE  DIAMOND  OF  HER  DREAMS 

at  investment  prices 


Buy  Diamond  Jewelry  direct  from  one 
of  America's  well  known  diamond 
cutters.  Pay  only  actual  market  price. 
We  refund  all  monies  unless  your 
own  appraisal  shows  value  Vi  ^o  Vz 
higher. 

Over  5,000  styles  $100  to  $100,000 
f , 

Send  for  FREE  80-PAGE  CATALOG 
EMPIRE  DIAMOND  CORP.,  DEPT.  46 
Empire  State  BIdg.,  New  York,  N.Y.  10001 

NAME 


ADDRESS. 
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IThe 
f  11  Doctor 

in  IS  111  •  •  • 

A  SHIP  MAKES 
HIS  HOUSE  CALLS 

The  man  shown  is  a  teacher.  He 
gets  no  pay.  All  he  gets  is  the  satisfaction 
of  knowing  that  because  he  cares  and 
sacrifices,  sick  people  are  restored  to 
health  and  live  happier,  more  produc- 
tive lives. 

He  is  also  a  doctor  ...  an  American 
...  a  "Hopie."  If  "Hopie"  sounds  just 
the  least  bit  funny,  the  service  he  per- 
forms in  developing  countries  is  a  serious 
business  indeed.  His  kind  has  traveled  to 
Asia,  Africa  and  Latin  America,  training 
local  doctors  and  nurses  and  bringing 
medical  aid  to  those  who  desperately 
need  it  .  .  .  all  part  of  a  unique  self-help 
project  wc  call  HOPE. 

This  doctor  and  hundreds  of  his  fel- 
low professionals  have  volunteered  their 
time  and  abilities  to  serve  on  the  world's 
first  peacetime  hospital  ship,  the  S.S. 
HOPE.  They  go  forth  as  teachers  .  .  . 
and  their  legacy  benefits  generations 
yet  unborn. 

Still  other  "Hopies"  are  at  home 
training  disadvantaged  Mexican-Ameri- 
cans and  American  Indians  for  liealth 
careers.    Send  your  share  of  hope  today. 

PROJECT 

men  7n  *  decade  of  hope 

l9DU-|U  A  LEGACY  OF  HEALTH 

DEPT.  A,  WASHINGTON.  D.C.  20007 
Your  Contribution  is  Tax  Deductible. 


lates  will  give  the  company  the  high- 
est overall  return.  If  he's  right,  Sparry 
Rand  does  well.  If  he  is  wrong,  then 
Forster,  and  not  a  clumsy  apparatus,  ; 
is  to  blame. 

Redeployment  is  not  an  easy  pro- 
cess. Some  companies— notably  steel 
and  mining— dominate  the  employ- 
ment in  small  towns.  Unions  limit  the 
flexibility  of  many  companies,  as  the 
railroad  industry  illustrates. 

Then  there  is  the  problem  of  find- 
ing a  buyer.  Who  wants  to  buy  a 
steel  plant,  a  flour  mill,  or  a  cement 
plant,  especially  if  it  is  old?  Sometimes 
the  only  answer  is  liquidation.  Other 
times,  a  good  deal  can  be  made.  Mo- 
bil sold  its  money-losing  fertilizer  op- 
eration to  Swift  for  $40  million  last 
year.  Mobil  figured  it  couldn't  make 
money  on  it.  Swift  thinks  it  can  make 
money  on  the  fertilizer  operation  be- 
cause of  its  more  decentralized  mar- 
keting system. 

There  can  be  broken  hearts  and 
broken  lives.  Says  Dillon  of  Air  Reduc- 
tion: "People  hear  about  it.  Organiza- 
tional morale  goes  to  hell  in  a  hand- 
basket.  All  the  executives  go  around 
looking  at  [the  employees]  with  blank 
faces  because  they  can't  say  anything." 
Dillon  hoped  to  overcome  this  prob- 
lem by  publicly  announcing  his  chemi- 
cal division  was  for  sale  even  before 
any  negotiations  had  started. 

At  best,  redeployment  is  a  difficult 
art  and  certainly  it  is  no  cure-all.  Con- 
sider the  case  of  W.R.  Grace  &  Co. 
Grace  was  a  shipping  and  Latin 
American  trading  company  for  dec- 
ades. Today  it  is  out  of  shipping  com- 
pletely and  has  cut  way  back  in  Latin 
America.  It  is  now  big  in  chemicals 
and  consumer  products.  Today,  about 
the  only  resemblance  the  Grace  Co. 
has  to  the  old  Grace  company  is 
that  it  is  headed  by  J.  Peter  Grace, 
grandson  of  founder  William  Russell 
Grace.  Have  the  redeployments  been 
successful?  Well,  Grace  is  not  a  highly 
profitable  company.  In  the  last  five 
years  it  averaged  a  9.9%  return  on 
equity.  But  certainly  it  is  a  better  and 
stronger  company  than  it  would  have 
been  had  it  remained  only  in  shipping 
and  in  Latin  America.  If  it  has  fallen 
short,  the  failure  is  in  management 
and  not  in  the  redeployment. 

As  the  Air  Reduction  case  shows, 
by  no  means  all  of  the  redeployment 
is  being  done  by  conglomerates.  Such 
.solid  old-line  companies  as  Union  Pa- 
cific and  Armstrong  Cork  have  been  in- 
volved in  various  forms  of  it  recently. 
Union  Pacific  bought  Celanese's  oil 
business  because  I'P  already  had  a 
stake  in  oil  atid  had  both  the  capital 
and  tlie  desire  to  broaden  the  stake; 
Celanese  sold  because  it  saw  better 
opportunities  elsewhere.  Just  as  the 
purchase  makes  sense  for  Union  Pa- 


cific, so  does  the  sale  for  Celanese. 

Strange  as  it  may  seem,  one  man's 
poison  can  indeed  become  anoth'er 
man's  meat.  James  H.  Binns,  the  pres- 
ident of  Armstrong  Cork,  decided  that 
the.  building  materials  industry  was 
more  promising  I'.an  packaging.  Tn 
the  last  four  years  he  has  purchased 
carpat  and  furniture  companies  which 
he  thinks  will  go  hand  in  hand  with 
Armstrong's  building  materials  busi- 
ness. His  remaining  packaging  opera- 
tions were  making  less  and  less  sense 
—for  Armstrong,  at  least.  So  last  year 
Binns  sold  the  last  of  Armstrong  Cork's 
110- year-old  packaging  operations  to 
Kerr  Glass  for  $90  million.  Altogether, 
last  year,  President  Binns  sold  off  some 
20%  of  Armstrong's  1968  sales  of 
$576  million. 

Any  company  that  is  trying  to  ex- 
pand by  acquisitions  makes  misjudg- 
ments.  Textron's  1960  purchase  of 
Dorsett  Marine,  falls  in  that  category. 
The  boat  business  was  booming  and 
Textron  wanted  to  get  into  recrea- 
tion. Shortly  thereafter,  the  boat  busi- 
ness went  sour  and  Textron  was  stuck. 
So  it  sold  Dorsett  Marine  back  to  its 
original  owner. 

W.R.  Grace's  acquisition  of  Van 
Houten,  a  European  candy  maker, 
also  involved  a  misjudgment.  It  "need- 
ed a  lot  of  strength  in  management 
and  marketing  which  we  were  not 
able  to  give  it,"  says  Grace's  director 
and  executive  vice  president,  D.  Wal- 
ter Robbins.  "We  just  made  a  poor  ap- 
praisal of  the  strengths  and  weak- 
nesses of  that  company— period." 

Spin-Offs 

There  is  a  variation  on  the  divesti- 
ture that  shows  signs  of  becoming 
increasingly  popular;  the  partial  spin- 
off. The  idea  in  a  spin-oft  is  that  the 
public  may  be  willing  to  pay  a  higher , 
price  for  a  company's  division  than  an- 
other corporation  would  be  willing  to 
pay.  The  more  glamorous  the  division, 
the  more  this  is  likely  to  work.  But  the 
basic  attraction  of  the  spin-off  is  that 
the  entire  division  need  not  be  sold. 
Thus  20%  of  the  stock  of  a  division 
earning  $5  million  might  be  sold  to  the 
public  for  $20  million.  The  corpora- 
tion would  be  alile  to  invest  that  $20 
million  in  another  venture  and  still  re- 
port $4  million  of  the  subsidiary's  netJ 
as  corporate  profits.  Just  last  month 
Gulf  &  Western  indicated  that  it  mayj 
sell  to  the  public  up  to  20%  of  the 
stock  of  two  of  its  subsidiaries. 

It's  really  all  rather  simple.  The  real  J 
goal  of  asset  management  has  always! 
been  to  make  those  assets  return  a'j 
profit.  At  times  this  is  lost  sight  of.  In] 
the  expansionism  of  the  Sixties,  thisj 
was  often  the  case.  Now,  however,  it; 
is  coming  back.  Isn't  this  what  capitaln 
ism  is  all  about?  ■ 
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a  lasting  record . 


m¥ 


YEAR 

Net 

Sales 

(thousands) 

Net 
Income  (i) 
(thousands) 

Depreciation 

and 

Amortization 

(thousands) 

Net  Income 

to 
Net  Sales 
(percent) 

Net  Income  to 

Shareholder's 

Equity 

(percent) 

Net 

Income 

Per 

Shared)  (2) 

Dividends 

Per 
Share  (2) 

1969 

$59,454 

$6,011 

$1,958 

10.1 

23.4 

$1.38 

$.21 

1968 

55,340 

5,575 

2,147 

10.1 

26.6 

1.28 

.19 

1967 

43,240 

4,544 

1,781 

10.5 

26.4 

1.05 

.17 

1966 

36,642 

4,240 

941 

11.6 

31.4 

.98 

.15 

1965 

28,545 

3,623 

553 

12.7 

34.7 

.84 

.13 

1964 

21,512 

2,813 

426 

13.1 

36.3 

.70 

.11 

1963 

17,218 

2,046 

321 

11.9 

34.2 

.52 

.10 

1962 

13,149 

1,538 

281 

11.7 

34.0 

.39 

.05 

1961 

8,671 

856 

209 

9.9 

22.7 

.22 

.03 

1960 

7,798 

538 

204 

6.9 

15.9 

.14 

.02 

(1)  Excluding  extraordinary  gam,  net  of  $250,000  or  $.05  per  share  in  1969. 

(2)  After  giving  effect  to  50%  stock  distributions  m  October,  1968  and  December,  1967  and  100%  stock  distributions  in  June,  1963  and  December,  1961. 

(3)  Results,  except  as  to  dividends  per  share,  have  been  restated  to  include  companies  acquired  on  a  pooling  of  interests  basis. 


Masco  is  headquartered  in  the  Detroit  suburb  of 
Taylor  and  has  research  and  manufacturing  facil- 
ities in  both  the  United  States  and  Canada  where 
we  produce  single  handle  faucets,  environmental 
and  other  products  for  the  home  and  cold  extruc^ed 
and  other  precision  industrial  components  for  the 
automotive,  transportation,  appliance  and  other 
industries. 

^asco  Corporation  continued  in  1969  the  pattern 
)f  growth  established  during  the  decade  of  the  Six- 
ties by  once  again  achieving  record  sales  and 
sarnings.  In  the  decade  just  concluded,  our  sales 
jrew  at  an  annual  compound  rate  of  23%  and  net 
jarnings  29%.  During  this  same  period,  profit 
margins  averaged  over  10%  after  tax  on  sales  and 
'eturn  on  stockholders'  equity  averaged  over  25%. 

/Ve  are  proud  of  our  record  and  confident  that  we 
lave  the  resources,  a  proven  business  philosophy 
jnd  leadership  positions  in  growing  markets  to 
Tiake  a  promise.  Our  promise  for  the  Seventies  is  to 
continue  the  momentum  gained  from  past  suc- 
:esses,  through  the  direction  of  our  corporate 
Jhilosophy.  We  have  been  and  will  continue  to  be 
:ommitted  to  excellence  and  to  leadership.  We  will 
;ontinue  to  strive  for  greater  returns  for  our  share- 
lolders  by  providingsuperior  value  to  ourcUstomers 


in  markets  with  above  average  potential  in  sales  and 
earnings. 

Masco  enjoys  success  in  many  markets  by  con- 
centration ...  a  seeming  paradox.  All  companies 
have  a  limited  amount  of  resources— capital, 
people,  time  and  facilities.  Investing  our  resources 
only  in  those  markets  where  we  can  achieve  high 
margins  results  in  high  profits  as  well  as  acts  as  a 
discipline  to  prevent  us  from  diluting  our  efforts  in 
less  productive  areas. 

During  the  past  five  years  we  have  invested  well 
over  $30,000,000  in  cash  acquisitions  and  capital 
expenditures,  as  well  as  substantial  sums  in  prod- 
uct and  market  development.  These  expenditures 
have  established  us  with  unique  technological, 
product  and  marketing  positions.  New  product 
development  and  expansion  programs  further 
enhance  our  favorable  outlook  and  we  anticipate 
that  Masco  Corporation  will  once  again  achieve 
record  sales  and  earnings  in  1970. 


Richard  Manoogian 
President 


You  are  invited  to  write  for  our  annual  report  to  the  Masco  Corporation, 
21001  Van  Born  Road,  Taylor,  Michigan  48180. 


How  To  Keep  from  Being  Taken 

Nobody  expects  an  annual  report  to  trumpet  out  where  management 
went  wrong.  But  read  those  footnotes— and  the  phrasing  of 
the  accountant's  letter.  They  will  often  tell  quite  a  revealing  story. 
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$  164,862] 

$  55,51( 

$  12,4< 
$ 


459. 


222 


There  is  a  kind  of  Gresham's  Law  in 
accounting  whereby  the  bad  coin 
drives  out  the  good.  To  mix  the  meta- 
phor: PeiTnissive  accounting  is  con- 
tagious. And  during  the  late  Sixties 
the  contagion  caught  many  of  the 
sounder,  conservative  companies. 

The  course  of  the  disease  is  easy  to 
trace.  First  the  idea  is  created  that 
there  are,  yes  there  really  are,  earn- 
ings curves  that  can  rise  in  unbroken 
lines.  Then  investors  are  persuaded  to 
put  a  premium  on  such  curves;  and 
to  sneer  at  companies  whose  curves 
run  flat  or  follow  a  fluctuating  course. 

Those  without  the  right  kind  of 
curve  get  hit  where  it  hurts:  right  in 
their  price/earnings  ratios.  A  cyclical 
company,  no  matter  how  good  it  is,  is 
lucky  to  fetch  ten  times  earnings  in 
the  marketplace.  Those  with  sweeping 
up-curves  go  for  20,  30,  even  50  times 
earnings.  What  that  does  to  stock  op- 
tions, merger  possibilities,  even  to  cor- 
porate prestige  is  all  too  obvious. 

In  the  next  phase  of  the  disease,  im- 
aginative types  start  doing  things  with 
their  books  so  that  it  looks  to  investors 
as  though  theij,  too,  have  those  lovely 
curves  e\en  if  they  don't  really.  As  the 
myth  becomes  more  widely  accepted 
and  investors  more  uncritical,  this  ini- 
aginati\e  accounting  wins  rich  re- 
wards for  its  practitioners. 

In  the  final  phase,  the  contagion 
becomes  an  epidemic.  Even  sound, 
businesslike  managements  come  down 
with  the  disease.  They  almost  have  to: 
Their  \ery  existence  is  threatened  by 
companies  who  know  how  to  use  high 
price/earnings  stocks  to  take  over  low 
P/E  companies. 

What  does  it  all  add  up  to?  It  adds 
up  to  trouble.  Today  a  majority  of 
annual  reports  must  be  read  skeptical- . 
ly.  Man\-  are  outright  deceptive.  Only 
a  minority  are  truly  frank  and  honest. 
This,  despite  some  15  "Opinions" 
handed  down  by  the  Accounting  Prin- 
ciples Board  of  the  American  Institute 
of  Certified  Public  Accounts  in  the  last 
eight  \ears,  and  despite  rulings  pro- 
mulgated by  the  Securities  &  Ex- 
change Commission,  and  despite  so- 
called  full  disclosure  by  management. 
The  annual  report  has  fallen  to  the 
lowest  ebb  of  confidence  it'  has 
reached  in  man\'  years. 

Says  Thornton  0'Glo\e,  a  shrewd 
obser\er  who  writes  a  monthly  ac- 
counting  bulletin    for   the   brokerage 
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firm  of  Scheinman,  Hochstin  &  Trotta: 
"We  are  in  an  accounting  recession 
which  is  feeding  an  earnings  recession. 
That  has  led  to  a  widespread  reassess- 
ment of  the  price /earnings  multiple  of 
many  companies."  O'Glove  feels  that 
the  accountants,  in  particular  the  Ac- 
counting Principles  Board,  have  only 
served  to  widen  the  credibility  gap 
with  a  number  of  obtuse  and  inflam- 
matory "Opinions." 

But  it  is  quite  unfair  to  place  the 
blame  on  the  accountants  alone.  Wall 
Street,  in  its  obsession  with  growth  in 
earnings  per  share  is  guilty,  too.  Yet 
Wall  Street  could  not  have  gotten  very 
far  if  many  managements  hadn't  gone 
along  with  them.  And  the  final  blame 
must  go  to  the  investors  whose  greed 
and  gullibility  led  them  to  ignore  the 
well-documented  lessons  of  history. 

How  the  Growth  and  Performance 
Cult  led  to  the  Takeover  Game  is  well 
known.  As  big  companies  sought  ways 
to  check  the  takeover  boys,  they  be- 
gan to  use  some  of  the  tricks  that  loose 
accounting  rules  permitted.  Thus  in 
1968  many  steel  companies  changed 
from  the  accelerated-depreciation 
method  of  accounting  to  the  straight- 
line  method,  which  added  millions  of 
dollars  to  reported  earnings.  That  was 
further  augmented  by  a  change  to  the 
flow-through  method  of  accounting 
for  the  investment  credit  by  a  number 
of  steel  companies. 

The  financially  hard-pressed  air- 
lines stretched  out  depreciation  on 
their  jet  aircraft  from  11  to  12-14 
years.  A  number  of  companies  have 
switched  from  last-in,  first-out  inven- 
tory to  first-in,  ftrst-out  to  make  re- 
ported earnings  look  better.  All  are 
moves  away  from  conservatism. 

This  couldn't  last  forexer,  however. 
Many  of  these  bookkeeping  switches 


amounted  to  nothing  more  than  bor- 
rowing from  future  earnings.  Not  sur- 
prisingly, it  was  the  earlier  and  wilder 
practitioners  of  permissive  accounting 
who  got  their  comeuppance  first.  Tak- 
ing capital  gains  into  common  share 
earnings  did  wonders  for  companies 
like  National  General,  Northwest  In- 
dustries and  Gulf  &  Western.  But  cap- 
ital gains  transactions  work  both  ways, 
and  last  year  National  General  had  to 
take  a  huge  capital  loss.  Northwest 
has  some  potentially  big  losses  should 
it  sell  out.  Gulf  &  Western  made  its 
earnings  look  better  by  taking  into 
earnings  stock  market  profits.  But  it 
probably  will  have  no  such  profits  this 
current  fiscal  year.  Add  to  that  the 
fact  that  G&W's  operating  earnings 
are  turning  down,  and  you  have  the 
makings  of  a  major  decline  in  G&W's 
reported  earnings. 

Tighten  the  Rules 

Says  a  Wall  Street  analyst  who  will 
not  be  named:  "In  the  past  few  years 
a  lot  of  these  companies  squeezed 
big  mileage  out  of  favorable  account- 
ing options.  But  now  the  same  op- 
tions are  working  against  them." 

Faced  with  public  disillusion,  law 
suits  and  with  the  threat  of  scandals 
yet  to  come,  the  accountants  are  trying 
to  tighten  the  rules.  For  example,  they 
propose  sharply  curtailing  the  number 
of  cases  in  which  "pooling"  of  mergers 
for  stock  will  be  allowed.  Pooling  has 
been  very  important  for  growth  com- 
panies. It  allows  them  to  profitably 
combine  another  company's  earnings, 
which  the  growth  companies,  because 
of  their  higher  price/earnings  ratio, 
acquired  with  a  .smaller  number  of 
shares.  And  in  pooling,  when  a 
premium  is  paid  over  assets,  no 
goodwill   is   recorded   on   the   books. 


Along  with  this  jarring  body  blow, 
the  accountants  also  propose  to  force 
companies   making   a   "purchase"   for 
cash    to    start    writing    oE    any    new 
goodwill   that  may   arise   when   they 
pay  more  than  the  acquired  compa- 
nies' assets  are  worth.  Such  write-offs, 
taken  over  about  a  period  of  40  years, 
will  penalize  earnings  each  year.  Not 
surprisingly,    a    good    many    merger- 
minded  companies  are  protesting.  One 
such    is    International    Telephone    & 
Telegraph,   which   counts  heavily  on 
an  ever-rising  earnings  curve  to  keep 
its  stock  relatively  high  and  to  facili- 
tate  mergers;    ITT   is   uncomfortably 
aware  of  what  happened  to  the  Litton 
Industries   myth   once   its   curve   was 
broken  in  1968   (Litton  has  dropped 
from  $125  to  under  $20).  Other  com- 
panies whose  earnings  growth  could 
be  hurt  by  the  proposed  merger  ac- 
counting  rules    change:    U.S.    Indus- 
tries, Gity  Investing,  Whittaker  Gorp., 
Teledyne,  AMK. 

Already,  many  fast-growth  compa- 
nies have  had  their  images  somewhat 
tarnished  by  the  rule,  put  into  effect 
in  1969  by  the  AICPA,  which  requires 
companies  to  report  to  stockholders 
what  the  effect  would  be  on  earnings 
if  convertible  securities  were  actually 
converted. 

But  these  new  rules  cover  only  a 
small  percentage  of  the  cases  where 
confusing  and  sometimes  misleading 
reporting  is  freely  used.  Once  there  was 
magic  in  the  famous  two  paragraphs: 
"We  have  examined  the  consoli- 
dated balance  sheet  of  The  XYZ  Co. 
and  subsidiaries  as  of  December  31, 
and  the  related  statements  of  income, 
retained  earnings  and  capital  surplus, 
and  the  statement  of  source  and  ap- 
plication of  funds  for  the  year  then 
ended.  Our  examination  was  made  in 


Our  examination  was  made  m  accDrdance  with  generally  aecepted  auditing  standards,  and  accordingly  included  such  tests  of  the 
accounting  records  and  such  other  auditing  procedures  as  we  considered  necessary  in  the  circumstances.  It  was  not  practicable 
to  confirm  by  direct  correspondence  amounts  receivable  from  United  States  Government  Departments,  but  we  satisfied  ourselves 
as  to  such  amounts  by  means  ol"  other  auditing  procedures.  We  did  not  examine  the  financial  statements  of  two  subsidiaries  of 
the  Compans  (Jones  &  Laughlin  Steel  Corporation  and  Wilson  &  Co.,  Inc.).  which  statements  were  examined  bv  other  independent 
accountants  whose  reports  thereon  have  been  furnished  to  us.  Our  opinion  expressed  herein,  insofar  as  it  relates  to  the  amounts 
included  for  these  subsidiaries,  is  based  solely  upon  such  reports. 


.As  explained  in  Note  A  to  the  financial  statements,  the  Company  has  entered  into  an  agreement  with  the  United  States 
Department  of  Justice  to  divest  itself  of  one  or  more  subsidiaries  within  three  years.  The  terms  and  conditions  by  which  the 
divestment  will  be  arranged  cannot  be  predicted,  and  accordingly  the  impact  thereof  on  the  accompanying  financial  statements, 
which  mav  be  material,  cannot  now  be  determined. 


In  our  opinion,  subject  to  (1)  the  effect  of  the  matter  described  in  the  preceding  paragraph.  (2)  anv  adjustments  which 
might  be  reqiiired  upon  settlement  of  the  several  matters  as  described  under  contingencies  in  Note  G.  and  (3)  the  realization  of 
the  estimated  future  income  tax  benefits  as  explained  in  Note  1.  the  accompanying  financial  statements  of  Ling-Temco-Vought. 
Inc.  (Parent)  and  Ling-Temco-Vought.  Inc.  and  subsidiaries,  as-  named  in  the  first  paragraph,  present  fairly  the  respective  financial 
positions  at  December  31.  1969.  and  the  respective  results  of  operations,  changes  in  shareholders"  equity  and  source  and  use  of 
working  capital  for  the  year  then  ended,  all  in  conformity  with  generally  accepted  accounting  principles  applied  on  a  basis 
consistent  with  the  preceding  year,  after  giving  effect  to  the  restatement  for  debt  discount  as  described  in  Note  M. 


Dallas,  Texas 

March  II.  1970,  except  as  to  Note  G.  as  to  which  the  date  is  March  20.  1970 
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First  National  State 
is  the  Bank  in  New  Jersey  for 
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And  you  can  count  on  it! 


More  than  ever  before,  today's  growing 
business  has  customers  and  suppliers  in 
every  part  of  the  world.  As  a  consequence, 
today's  businessman  has  complex  foreign 
banking  requirements.  First  National  State 
meets  these  through  our  International 
Department  —  staffed  by  bankers 
experienced  in  this  highly  specialized 
field. 

We  can  serve  you  on  five  continents 
through  our  relationships  with  over  200 
major  banks,  totalling  more  than  20,000 
branch  offices.  Among  the  services  we 


provide:  Direct  Advising  of  Letters  of 
Credit  and  Negotiation  of  Drafts  under 
Export  Credits . . .  Handling  Collections 
Overseas  and  Financing  Export  Receivables 
. . .  Cable  and  Air  Mail  Payments . . . 
Exchange  Trading  Spot  or  Future  . . . 
Liaison  with  Government  Agencies. 

For  information,  guidance  or  counseling 
on  international  business,  get  in  touch 
with  New  Jersey's  Money  Center  Bank  . . . 
First  National  State.  A  note  on  your 
letterhead  will  bring  a  prompt  call  from 
an  Officer  in  our  International  Department. 
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accordance  with  generally  accepted 
auditing  procedures  as  we  considered 
necessary  in  the  circumstances. 

"In  our  opinion,  the  accompanying 
consolidated  financial  statements  pre- 
sent fairly  the  financial  position  of 
The  XYZ  Co.  and  subsidiaries  at  Dec. 
31,  and  the  results  of  their  opera- 
tions for  the  year  then  ended,  in  con- 
formity with  generally  accepted  ac- 
counting principles  which  have  been 
applied  on  a  basis  consistent  with  that 
of  the'preceding  year." 

To  the  ordinary  investor— and  to 
many  Wall  Streeters— these  two  para- 
graphs signified  that  men  of  excep- 
tional probity  had  checked  the  figures 
and  found  them  sound.  Then  came 
the  scandals.  Yale  Express.  Westec. 
Continental  Vending.  The  public 
learned  that  the  two  paragraphs,  in 
themselves,  gave  no  guarantee  of  the 
facts  upon  which  the  figures  were 
supposedly  based.  Since  then  the  ac- 
countants have  become  more  careful. 
For  those  willing  to  make  the  effort, 
annual  reports  have  begun  to  have 
more  of  a  between-the-lines  meaning. 

There  is,  for  example,  the  now 
fairly  common  phrase  "subject  to"  in 
an  audited  statement,  the  "subject" 
usually  specified  in  a  footnote  to  the 
report.  Explains  New  York  University 
accounting  associate  professor  and  edi- 
tor of  the  ERA  Accounting  Review, 
Lee  J.  Seidler:  "A  'subject  to'  is  the 
clo.sest  thing  to  a  refusal  of  certifica- 
tion of  a  key  item  that  an  auditor  can 
make.  It  means  he  is  in  serious  dis- 
agreement with  the  company  about 
its  disclosure  or  lack  of  disclosure,  con- 
cerning an  important  area." 

A  "subject  to"  can  indicate  that  as- 
sets and  earnings  are  as  indicated  only 
if  inventories  or  other  assets  like  in- 
vestments are  really  worth  what  the 
company  claims;  this  claim  the  audi- 
tor does  not  certify. 

Ling-Temco-Vought's  1969  annual 
report  is  thick  with  "subject  to's."  In 
it,  L-T-V*s  accountants,  Ernst  &  Ernst, 
constantly  qualify  their  certification 
with   such  phrases   as   the  following: 

"In  our  opinion,  subject  to,  1)  the 
effect  of  the  matter  described  in  the 
preceding  paragraph  [di\estiture  of 
one  of  more  subsidiaries  lequired  by 
the  Justice  Department  within  thiee 
years],  2)  an\-  adjustments  which 
might  be  required  upon  settlement  of 
the  se\'eral  matters  as  described  under 
contingencies  in  Note  G;  and  3)  the 
realization  of  the  estimated  future  in- 
come tax  benefits  as  explained  in  Note 
I,  the  accompanving  financial  state- 
ments .  .  .  piesent  fairix  the  respective 
financial  positions  at  Dec.  31,  1969  ' 
and  the  respective  results  of  opera- 
tions, changes  in  stockholders'  equity 
and  source  and  use  of  working  capital 
for  the  year  then  endetl.   all  in  con- 
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formity  with  generally  accepted  ac- 
counting principles  applied  on  a  basis 
consistent  with  the  preceding  year, 
after  giving  effect  to  the  restate- 
ment for  debt  discount  as  described 
0  in  Note  M." 

What  this  means,  bluntly,  is:  Here 
are  the  figures,  but  we  won't  swear  by 
them;  too  many  imponderables.  What 
tvere  L-T-V's  earnings?  Well,  the  com- 
pany reported  1)  $2.3  million  in  in- 
come before  extraordinary  items,  2) 
a  $38.3-million  loss  after  extraordinary 
items,  chiefl\'  losses  on  sale  of  invest- 
ments and  unprofitable  operations,  3) 
also  a  $30-million  resene  for  possible 
losses  on  the  anticipated  sale  of  Braniff 
and  the  Okonite  Co.  But  there  was 
more,  much  more. 

For  one  thing,  L-T-V  disclosed  that 
it  was  considering  augmenting  the  $30- 
million  reserve  by  an  additional  $38 
milhon  in  1970.  This  extra  sum  would 
come  from  the  adjusted  book  profit 
realized  on  the  February  1970  sale  of 
its  75%  interest  in  Wilson  Sporting 
Goods.  Said  L-T-V:  "There  is  consid- 
erable latitude  in  the  method  and  tim- 
ing of  the  disposition  of  these  assets 
and  the  ultimate  loss,  if  any,  cannot 
be  determined  at  this  time." 

Profits  in  the  Future 

Another  interesting  footnote  con- 
cerned L-T-V's  Jones  &  Laughlin  Steel 
subsidiary.  J&L  reported  $22  million 
in  profits,  even  though  it  reported  a 
loss  to  the  IRS.  However,  $13  million 
of  that  book  profit  was  from  the  sale 
of  future  production  of  mineral  de- 
posits at  a  discount;  in  other  words, 
J&L  was  taking  profits  now  for  some- 
thing it  would  produce  later  on. 

These  are  some  of  the  "subject  to's" 
that  a  single  big  company  was  in- 
volved with  last  year.  Properly  read, 
they  can  warn  an  investor  of  impend- 
ing disaster.  Lockheed  Aircraft's  1968 
report  was  a  good  example.  Properly 
read,  it  gave  hints  of  the  dire  reading 
that  Lockheed's  1969  report  would 
make  a  year  later. 

Lockheed,  now  in  serious  financial 
.  difficulties,  which  it  only  began  to 
disclose  fully  in  1969  and  early  1970, 
was  slapped  with  a  "subject-to"  audit 
of  its  1968  annual  report  by  Arthur 
Young  &  Co.  Said  the  accounting  firm, 
"In  our  opinion,  subject  to  the  reali- 
zation of  the  work-in-process  inven- 
tories and  accounts  receivable  de- 
scribed in  Note  2,  the  statements  men- 
tioned above  present  fairly,  .  .  .  except 
for  the  change  in  accounting  for  ad- 
ministrative and  general  expenses  and 
independent  research  and  develop- 
ment costs  described  in  Note  1." 

The  change  in  accounting  in  Note 
1  increased  earnings  by  $22  million, 
out  of  a  total  of  $44  million  reported. 
On  top  of  this,   Lockheed  increased 


earnings  by  including  an  $18.7-million 
refund  of  prior  years'  income  tax  aris- 
ing from  loss  carrybacks  of  previous 
years.  Note  2  had  to  do  with  estimated 
costs  on  the  C-5  aircraft.  Lockheed 
claimed  there  would  be  no  loss,  but 
pointed  out  that  complete  realization 
of  inventories  would  depend  on  the 
accuracy  of  estimated  costs.  Addition- 
ally, income  recorded  on  long-term 
shipbuilding  and  construction  con- 
tracts was  based  on  estimates  of  com- 
pletion cost.  Initial  claims  aggregating 
S140  million  for  recovery  were  filed. 
The  ultimate  realization  of  receivables 
and  inventories  based  on  such  esti- 
mates was  dependent  upon  the  collec- 
tion of  a  major  portion  of  the  claims. 

In  other  words,  if  Lockheed  couldn't 
collect,  it  could  be  in  for  a  major  dis- 
aster, running  into  the  hundreds  of 
millions.  In  Lockheed's  1969  annual 
report,  the  full  magnitude  of  the  dis- 
aster started  to  unfold.  The  report 
took  on  a  funereal  aspect.  The  auditor 
reminded  stockholders  that  they  were 
still  giving  a  major  qualification  re- 
garding the  realization  of  certain  in- 
ventories and  receivables. 

Said  Arthur  Young  &  Co.:  "As  dis- 
cussed in  Notes  2  and  3,  the  compa- 
ny is  faced  with  contingencies  of  ex- 
traordinary magnitudes  arising  from 
disputes  with,  and  claims  against,  the 
U.S.  Government  as  well  as  uncertain- 
ty as  to  its  commercial  TriStar  pro- 
gram. These  items  are  material  to  both 
the  financial  position  and  the  results 
of  the  operations  of  the  company,  and 
their  resolution  may  significantly  af- 
fect its  future.  In  our  opinion,  subject 
to  the  effect  of  the  matters  referred  to 
in  the  preceding  paragraph.  .  .  ." 

In  1969  Lockheed  reported  a  $77- 
milHon  pretax  loss  vs.  a  1968  profit  of 
$44  million.  Lockheed  showed  a  $150- 
million  provision  in  1969  for  losses  on 
contracts,  but  in  Note  2  and  else- 
where it  pointed  out  that  the  ultimate 
loss  on  various  government  contracts 
could  total  as  much  as  $500  million 
before  income-tax  efl^ect. 

So  much  for  the  "real"  value  of 
Lockheed's  inventory  in  1968's  report. 

Don't  think  that  you  can  skip  the 
footnotes  just  because  the  company 
receives  no  accountants'  objection. 

The  Boeing  Co.  audit  by  Touche 
Ross  &  Co.  contained  no  "subject  to's" 
or  "except  for's."  The  footnotes,  never- 
theless, were  well  worth  reading. 

One  footnote  for  1969  pointed  out 
that  Boeing's  pension  costs  rose  sharp- 
ly last  year;  however,  the  charge  for 
pensions  against  1969  earnings  de- 
clined. The  reason:  Boeing,  by  making 
higher  pension  actuarial  assumptions, 
was  able  to  make  up  the  difference. 
Still,  the  fact  remained:  Pension  costs 
for  1969  were  higher  than  pension 
charges   for   1968,   and   future   earn- 
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Rarely  has  the  annual  report  been  fhe  subject  of  so  much  controversy.  Its  credibility  has  fallen  greatly. 


ings  will  be  affected.  It  also  reported  a 
$10-inillion  net  profit,  but  that  was  on- 
ly after  tax  credits  of  $25  million. 

Properly  understanding  an  airline's 
annual  report  requires  considerable 
patience.  Pan  American  World  Air- 
ways confessed  in  its  annual  report  to 
a  loss  of  S26  million  (vs.  a  profit  of 
U9  million  for   1968).  But  the  loss 

uld  have  been  greater  had  Pan  Am 
not  capitalized  some  interest  charges 
($16  million)  and  had  it  not  reduced 
pension  charges  by  reducing  reserves 
($3.5  million). 

If  there  were  a  prize  for  the  an- 
nual report  '.hat  goes  furthest  in  trying 
to  put  a  good  face  on  a  bad  situation, 
that  prize  would  go  to  Penn  Central. 
The  company  had  a  simply  disastrous 
year  in  1969.  Nevertheless,  it  man- 
aged to  report  a  small  ($4-million)  net 
profit  before  an  extraordinary  loss  of 
$125  million.  It  did  so  by  imaginative 
bookkeeping  and  tax  ofl'.sets. 

Some  of  Penn  Central's  losses  were 
debited  to  a  reserve  set  up  some  years 
before— instead  of  being  charged  to 
earnings.  Others  were  oflset  by  re- 
duced depreciation  charge.s— which 
were  probably  already  inadequate  to 


replacement  costs— and  by  reducing 
freight  and  car  rental  expenses  by  $7 
million  retioactively.  While  consoli- 
dating every  item  it  could  find  to  im- 
prove the  profit,  Penn  Central  con- 
veniently avoids  consolidating  the  $6- 
million  loss  suffered  by  the  Lehigh 
Valley.  Yet  it  took  in  $9  million  in  Wa- 
bash dividends— also  not  consolidated. 

Significant  sidelight:  In  its  report 
to  the  Interstate  Commerce  Commis- 
sion, which  is  not  interested  in  so- 
called  accounting  principles,  Penn 
Central  .showed  a  $22-mi]lion  greater 
loss  on  its  railroad  operations  than  the 
$56-million  loss  it  showed  for  the  rail- 
road company. 

Continuing  on  its  merry  way  in  the 
first  quarter  of  1970,  PC  reported  a 
$17-million  loss.  But  that  was  only  af- 
ter a  $51-million  capital  gain  from 
the  sale  of  its  Wabash  iii\  estment  and 
an  intercompany  transaction  of  dubi- 
ous nature. 

Sometimes  the  only  way  to  under- 
stand a  company's  annual  report  is  to 
compare  it  with  another  report  in  the 
same  general  line  of  business.  For  ex- 
ample, Control  Data's  1969  annual  re- 
port  makes   more   sense   when    read 


in    conjunction    with    that    of    IBM. 

Last  year  Control  Data  resorted  to 
a  number  of  devices  that  significantly 
aided  earnings,  including  1)  sale  of 
lease  rights  for  $39  million,  2)  de- 
ferred research  and  development 
costs  and  other  deferred  charges  of 
$28  million  that  found  their  way  onto 
the  balance  sheet.  This  has  the  effect 
of  reducing  current  charges,  3)  a  capi- 
tal gain  of  $2.6  million.  On  the  other 
hand,  IBM  expenses  such  items  or 
doesn't  utilize  such  devices. 

These  intercompany  comparisons 
are  especially  interesting  among  finan- 
cial firms.  Operating  almost  side-by- 
side  in  the  insurance  business  out  of 
Hartford,  Conn.,  The  Travelers  and 
Aetna  Life  &  Casualty  present  some 
interesting  bookkeeping  contrasts.  Last 
year  Aetna  reported  a  sharp  decline  in 
earnings  while  Travelers  had  a  sharp 
gain.  A  careful  comparison  of  the  com- 
panies' 1969  reports  suggests  the  rea- 
son: While  both  companies  were  hit 
by  heavy  losses  in  their  underwriting 
businesses  last  year.  Travelers  had 
more  nearly  pro\ided  for  the  losses  by 
setting  aside  adequate  reserves  in  ear- 
(Coniinucd  on  page  231) 
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In  a  hurry? 
So  is  United 

You've  got  to  be  here  and  there  at 
almost  the  same  time? 

Since  you're  already  here.  United 
lets  you  relax  while  we  get  you  there. 
Your  day  is  busy  enough  without 
having  to  traipse  about  looking  for 
connections  to  some  city  that's  just  off 
the  beaten  trail. 


United  makes  more  flights  to  more 
U.S.  cities  than  any  other  airline. 
116  cities  ...  to  be  exact. 

So  you  have  to  be  in  New  York 
today  .  .  .  Chicago  tomorrow  .  .  . 
Detroit  by  Wednesday.  Call  on  United, 
because  United  has  more  to  offer.  More 
flights.  More  cities.  And  more  service. 
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friendfyskies 
United. 


'If  that's  Detroit ...  it  must  be  Wednesday!!" 


Behind  every  beautiful  woman^ 
there's  a  beautiful  woman. 


In  fact,  there  are  more  than  400,000  women  behind  the 

beautiful  women  of  North  America,  South  America, 

the  British  Isles,  Europe,  and  the  Orient. 

Independent  representatives  of  the  world's  largest  manufacturer 

and  distributor  of  cosmetics,  bringing  wonderful  products 

direct  to  the  living  roomsof  the  world. 

And  just  think  —  it  all  starts  with  the  doorbell. 


AVDll 


BOCKEIceLLEH    PLAJA,  NEW  YORK.      ©  1970  AVON    PRODUCTS.  I  NC . 


Avon  CALLING  in:  USA  including  Puerto  Rico;  Canada,  Mexico,  Argentina,  Brazil, 
Venezuela.  England,  Ireland.  Germany,  Belgium,  France,  Italy,  Spain,  Japan,  Australia 
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A.  Victoryns,  Circa  1650 


From  the  Forbes  Magazine  Collection 


Looking  for  a  nice,  quiet,  unpretentious  place? 


When  a  gentleman  dines  out,  is  attractive  atmosphere  really 
necessary  to  the  enjoyment  of  his  vittles?  That  depends.  Is  he 
dining  alone?  Is  he  dining  with  a  lady?  Is  he  wining  and  dining 
a  business  associate? 

He  and  the  lady  might  overlook  the  absence  of  arresting  atmos- 
phere. But  a  business  associate,  whose  main  reason  for  making 
the  scene  is  to  make  value  judgments,  misses  little.  He'd  be 
justified  in  assuming  that  stale  and  tacky  surroundings  simply 
reflect  his  host's  opinion  of  him.  Which  is  one  more  reason  why 
many  New  York  businessmen  choose  their  restaurants  as  carefully 
as  if  their  bread  and  butter  depended  on  it.  And  also  why  there's 
a  need  for 

FORBES  MAGAZINE'S  RESTAURANT  GUIDE 

Today  as  many  business  deals  are  sealed  across  a  tablecloth  as 
across  a  desk.  So  in  selecting  a  restaurant  for  a  business  lunch  or 
dinner,  the  host  should  choose  the  one  that  offers  most:  good 
food,  good  drinks,  genial  atmosphere,  good  service,  and  then 
some.  With  Forbes  Magazine's  Restaurant  Guide  at  hand,  he  can 
put  his  mind  at  ease.  He'll  always  be  able  to  make  his  selection 
in  advance,  from  a  whole  gouniiet's  gamut  of  fine  restaurants. 
He'll  know  exactly  what  he's  getting  into.  And  how  much  it  will 
cost  him  to  get  out. 

MOST  CANDID  RESTAURANT  REVIEV/S  EVER  WRITTEN 

We  believe  we've  got  something  diflFerent  here:  a  Restaurant 
Guide  written  by  the  hard-bitten  editors  of  a  business  magazine. 
Our  reviewers  are  Forbes  staffers  who  have  traveled  widely,  have 
a  sharply-honed  appreciation  of  fine  food,  and  hallow  neither 
publicity  nor  reputation.  They  evaluate  each  restaurant  as  if  it 
were  a  completely  unknown  quantity.  Forbes  Magazine's  Res- 
taurant Guide  carries  what  are  very  likely  the  most  candid 
reviews  ever  written  about  the  New  York  restaurant  scene. 

Five  or  six  Manhattan  restaurants  arc  covered  in  every  weekly 
issue.  But  no  review  is  ever  written  until  at  least  two  editors 
have  visited  a  restaurant  and  compared  impressions.  Another 
thing  they're  careful  about:  their  anonymity.  Forbes  reviewers 
want  to  observe  restaurants  operating  under  normal  everyday 


conditions.  They  court  no  favored  treatment,  and  they  offer  none. 

Restaurants  are  rated  by  rigorous  Forbes  standards.  Ratings 
range  from  minus  two  stars  to  a  very  rare  four  stars.  The  ulti- 
mate consideration  is  the  food  itself.  No  restaurant  will  ever 
receive  a  higher  rating  than  the  food  deserves.  No,  not  even  if 
the  atmosphere  is  nothing  short  of  unforgettable. 

Our  Restaurant  Guide  sells  at  $36  for  52  issues.  But  you  can 

ENTER  A  CHARTER  SUBSCIPTION  FOR  ONLY  $24 

And  if  you  subscribe  now  there's  an  added  hors  d'oeuvre. 
You'll  get  a  sturdy  binder  for  filing  issues  of  the  Restaurant  Guide. 
So  why  cogitate  further?  Find  out  now  what  an  important  busi- 
ness asset  our  Restaurant  Guide  can  be.  Fill  in  and  mail  the 
coupon  today.  And  you'll 

SAVE  YOURSELF  $12  AND  FROM  SEEDY  ATMOSPHEREl 


r' 


Forbes  Magazine's 


60  FIFTH  AVENUE,  NEW  YORK,  N.Y.  10011 

□  Please  send  me  your  Restaurant  Guide  for  one  year  (52  weekly 
issxies  covering  over  200  restaurants).  I'm  entitled  to  your  Charter 
Subscriber   rate   of   $24   annually,   instead  of  the  regular   $36  rate. 
Also  send  me  a  binder  for  filing  issues  of  the  Restaurant  Guide. 
n  $24  enclosed  (2  extra  issues)  D  Bill  me 


NAME_ 


ADDRESS- 


CITY_ 


STATE- 


_ZIP_ 


R-0133 


(Continued  from  page  226) 
lier    years,    while    Aetna    had    not. 

In  another  sense,  however.  Travel- 
ers was  more  conservative  than  Aet- 
na. Travelers  had  been  expensing 
/certain  costs  in  the  issuance  of  new 
individual  life  insurance  policies, 
now  it  is  accruing  them  like  everyone 
else.  This  jumped  reported  1969  earn- 
ings by  well  over  20f . 

If  you  want  to  be  thoroughly  con- 
fused, try  analyzing  bank  annual  re- 
ports. Under  pressure  from  analysts 
and  accountants,  the  banks  finally 
agreed  to  debit  earnings  by  any  gains 
or  losses  in  the  bond  market  (pre- 
viousK"  these  \Nere  charged  to  special 
reserves  or  capital  accounts). 

The  consequence  has  been  that  many 
banks  reported  a  noticeably  lower  net 
income  figure  after  security  losses. 
Worse  still,  it  appears  that  for  at  least 
1970,  using  the  existing  formula,  earn- 
ings would  be  depressed  even  more. 

This  hasn't  made  the  bankers  very 
happy  and  a  number  of  them,  includ- 
ing the  president  of  First  National 
City  Bank,  Walter  Wriston,  are  urg- 
ing a  change  or  a  return  to  the  old 
method.  The\  say  that  the  new  one 
is  more  distorting  than  the  old  one. 
Accountants  like  Leonard  Savoie  of 
the  AICPA  say  the  banks  are  throw- 
ing up  a  red  herring,  since  a  banker's 
committee  had  agreed  to  the  new  sys- 
tem. Which  suggests  that  nobody  real- 
ly knows  the  true  profit  figure. 

Many  more  conservative  companies 
in  the  last  feu  years,  under  pressure, 
have  tried  to  put  a  better  face  on 
earnings  although  they  haven't  been 
quite  as  blatant  as  some  of  the  con- 
glomerates that  ha\e  tried  to  take 
them  over.  For  example,  International 
Har\ester,  like  everybod\  else,  has 
been  having  earnings  problems.  It 
decided  to  do  what  many  steel  com- 
panies had  done  in  1968.  It  changed 
its  depreciation  accounting,  thus  add- 


ing some  $7.2  million  to  1969's  anemic 
income.  IH,  in  the  prior  year,  had  al- 
ready changed  die  allocation  of  taxes 
in  such  a  way  as  to  benefit  reported 
short-term  earnings.  The  effect  was  to 
increase  earnings  in  1969  by  $5.8  mil- 
lion and  in  1968  by  $6.8  million. 

Still  Pitching 

To  some,  it  appeared  that  the  steel 
companies  had  pretty  much  exhausted 
their  accounting  options  in  1968  when 
they  added  around  SlOO  million  to 
their  income  statements  by  changing 
from  accelerated  depreciation  to 
straight-line  depreciation.  But  a  look 
at  the  1969  annual  reports  of  Bethle- 
hem Steel  and  U.S.  Steel  indicates 
they  are  still  in  there  pitching. 

It  turns  out  that  both  Bethlehem  & 
U.S.  Steel  in  the  last  few  years  have 
been  selling  future  mineral  production 
payments  running  into  several  hun- 
dred million  dollars.  While  they  don't 
take  profits  on  the  sale  into  earnings 
immediately,  they  do  take  some  of  it 
into  the  next  year's  earnings  by  a  re- 
duction of  taxes.  They  don't  disclose 
how  much.  For  another,  until  last  year 
this  enabled  them  to  get  reductions 
in  current  income  taxes  but  now  the 
law  has  been  changed. 

Nonetheless,  both  companies  have 
a  very  low  income  tax  rate  for  this 
and  several  other  reasons.  For  exam- 
ple, Bethlehem  Steel  last  year  paid 
only  $3.3  million  in  income  taxes  on 
pretax  net  of  $189  million.  This  was 
possible,  in  part,  by  a  $32-million  in- 
vestment tax  credit  offset. 

U.S.  Steel  paid  only  $68  million  in 
income  taxes  on  $285  million  in  pre- 
tax net  for  many  of  the  same  reasons. 
Big  Steel  also  changed  actuarial  as- 
sumptions on  its  pension  funds,  thus 
saving  more  than  $14  million  after 
taxes  in  1969.  Bethlehem  also 
changed  pension  accounting  late  last 
year,   but   it  had  a  small   impact  on 


earnings.  Finally,  U.S.  Steel,  by  an  in- 
direct method,  took  into  income  $8 
million  from  the  sale  of  a  plant. 

This  does  not  suggest  that  every 
company  is  prettifying  its  books. 
There  are  still  many  companies,  Un- 
ion Pacific,  du  Pont,  Eastman  Kodak, 
IBM,  Corning  Glass  among  them,  that 
lean  over  backward  to  keep  conserva- 
tive books.  Not  so  long  ago,  this 
looked  like  fuddy-duddyism,  but  no 
longer.  Investors  are  learning  once 
again  the  meaning  of  the  old  phrase 
"the  quality  of  earnings."  In  short, 
they  are  learning  that  simply  because 
two  companies  each  report  earnings  of 
$2  a  share,  it  does  not  mean  that  both 
of  them  are  equally  profitable.  On  a 
strictly  comparable  basis,  one  of  them 
might  only  be  earning  $1.50  a  share 
and  the  other  closer  to  $2.50.  High- 
quality  earnings  also  are  more  stable 
earnings:  By  borrowing,  in  effect,  from 
the  future  the  less  conservative  com- 
panies run  the  risk  of  a  severe  down- 
turn when  business  weakens;  the  more 
conservative  companies,  by  conti'ast, 
have  a  kind  of  built-in  stabilizer. 

Realizing  this,  investors  have  begun 
to  .shift  their  investing  habits.  Old-line 
companies,  once  scorned  for  their  flat 
earnings  curves,  are  coming  back  in 
favor:  It's  no  accident  that  du  Pont 
has  been  one  of  the  stronger  market 
performers  this  year.  On  the  other 
hand,  conglomerates,  whose  bookkeep- 
ing is  especially  suspect,  have  had 
their  price/eaniings  ratios  cut  to 
pieces.  And,  realizing  that  many 
fancier-looking  earnings  curves  are 
subject  to  manipulation,  the  market 
has  been  marking  down  many  com- 
panies with  a  high  P/E  ratio. 

But  then  maybe  investors— not  to 
mention  businessmen  who  bought 
companies  on  the  basis  of  embellished 
figures— should  have  paid  more  atten- 
tion to  the  footnotes  and  the  account- 
ing changes  in  the  first  place.   ■ 


Ix  our  generally  commendable  but 
sometimes  excessive  pride  in  things 
American,  we  tend  to  think  of  our- 
selves as  decades  ahead  of  our 
British  cousins.  It  isn't  always  true. 
"The  U.S.  accounting  profession  is 
living  in  the  19th  century,"  says  a 
very  smart  investment  man. 

Perhaps  the  British  economy  is 
decades  behind  ours  in  most  ways, 
but  in  accounting  accountability  it 
is  considerably  ahead.  Whatever 
the  theory,  in  practice,  the  U.S. 
accountant  is  primarily  beholden 
to  the  company  whose  accounts  he 
audits.  In  Britain  he  is  much  more 
independent,  more  in  an  adversary 
role  than  a  supporting  role. 

Lee  J.  Seidler,  associate  profes- 


There's  Another  Way  to  Do  It 


'\ 


sor  of  accounting  in  New  York  Uni- 
versity's Graduate  School  of  Busi- 
ness, puts  it  like  this:  "Historically, 
the  British  accountant  has  main- 
tained a  high  degree  of  indepen- 
dence from  the  corporation.  He  is 
appointed  by  the  shareholders,  and 
his  remuneration  is  disclosed,  along 
with  his  other  relationships  to  the 
company,  in  the  annual  report." 
Should  management  attempt  to  fire 
him  over  a  questionable  item,  he 
can  circulate  his  case  to  investing 
institutions,  shareholders  and  the 
press,  at  company  expense.  Seid- 
ler adds  that  if  a  new  accountant 
firm  is  asked  to  come  in  on  an 
account,  by  tradition  they  consult 
with     the     old     accountant     firm 


about  the  reasons  for  the  change. 

Why  are  the  accountants  stiong- 
er  in  the  U.K.?  For  one  thing,  the 
tradition  of  institutional  investing— 
through  the  famed  British  Trusts- 
is  older  and  firmer  than  in  the  U.S. 
Thus,  the  Trusts  have  backed  the 
independence  of  the  accounts. 
Then,  too,  Britain  has  had  an  in- 
come tax  for  centuries,  whereas 
the  U.S.  income  tax  is  just  over 
50  years  old;  the  accountants  have 
written  and  administered  these 
laws.  They  are  traditionally  part 
of  the  Establishment,  more  so  than 
businessmen  who  were  scorned  as 
mere  tradesmen  until  the  late  Vic- 
torian period. 

Among  the  U.K.'s  professions,  it 
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Most  cards  are  for  spending. 
This  one  is  for  saving. 

This  card  is  for  business  travel  only.  It  guarantees  that 
you  will  pay  our  pre-set  commercial  rate  at  every 
TraveLodge.  It  can  save  your  company  important  dollars. 

We  also  give  you  free  reservations  from  any  place  in 
the  country.  Just  dial  800-255-3050. 

Fill  in  your  name.  Attach  to  your  business  letterhead. 
Mail  to:  TraveLodge, Dept.  BW,Box  308,  El  Cajon,CaUf. 
92022.  We'll  send  your  card  back 


San  Diego. 
A  great  climate 
for  industry. 

You'll  find  a  friendly  welcome 
and  a  beautiful  climate 
for  living  in 
San  Diego  County. 


For  ail  the  facts  on  industrial 

opportunities,  contact 

Ross  Spalding, 

Area  Development  Manager, 

San  Diego  Gas  &  Electric  Company, 

Box  1831. 

San  Diego,  California  92112. 

(714)  232-4252. 


;^^  San  Diego  Gas  &  Electric  Co. 


Britain,  too,  has  takeovers, 
but  prettifiers  of  the  boofcs 
have  a  harder  time  there, 
thanks    to    the    occountanfs. 

is  the  accountant,  not  the  lawyer 
or  the  doctor  who  is  most  highly 
regarded.  His  professional  bodies 
date  back  to  1854  when  the  So- 
ciety of  Accountants  in  Edinburgh 
was  incorporated  under  Royal 
Charter.  There  are  23  accountants 
sitting  in  the  Houses  of  Parliament, 
including  such  notables  as  the 
Right  Hon.  Jack  Diamond,  who  is 
at  the  summit  of  the  Treasury,  and 
the  Right  Hon.  Ernest  Marples, 
fornier  postmaster  general. 

Accountancy  has  also  been  the 
broad  highway  to  the  boardrooms 
of  the  nation's  top  companies.  Cun- 
ard  Chairman  Sir  Basil  Smallpiece, 
British  Petroleum  Chairman  Eric 
Drake,  and  former  director  general 
of  the  Confederation  of  British  In- 
dustries John  Davies  are,  like  many 
of  their  peers,  chartered  account- 
ants. "In  the  U.K.,  accountants  are 
treated  like  gentlemen,"  says  the 
senior  partner  of  one  of  Britain's 
leading  linns.  "I  wouldn't  dream 
of  not  being  on  Christian  name 
terms  with  the  board  chairman  of 
any  one  of  my  clients." 

Along  with  the  prestige  goes 
a  wide  range  of  functions,  else- 
where the  domain  of  lawyers.  The 
British  accountant  is  frequently 
appointed  as  liquidator  in  compa- 
ny windups,  as  receiver  on  behalf 
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Transov 
istransmission  company. 

We  started  20  years  ago  as  one  company  with  one  service.  Nat- 
ural gas  transmission.  We  are  still  one  company  with  one  service. 
Natural  gas  transmission. 

But  we're  now: 

•A  $l-billion-plus  company  (with  a  new  plant  investment  ap- 
proaching half  a  billion  dollars  in  three  years). 
•A  corporation  with  60,000  shareowners. 

A  pipeline  system  that  now  totals  nearly  8,500  miles.  From 
Texas  through  the  mushrooming  Southeast  along  the  Atlantic  sea- 
board and  up  through  the  Northeast  megalopolis. 

By  pioneering  the  use  of  large-diameter  pipe,  we've  been  able 
to  deliver  gas  at  the  lowest  rates  in  Transco's  marketing  areas:  The 
densest  population  area  in  the  U.S.,  with  the  lowest  saturation  in 
the  use  of  gas. 

A  built-in  growth  potential.  For  Transco.  And  for  Transco's 
major  customers,  some  of  the  highest  rated  utility  companies  in 
the  country. 

Our  profitability  and  growth  records  are  among  the  best  in  the 
industry.  In  1969,  earnings  from  operations  rose  for  the  17th 
straight  year.  An  average  increase  of  12%  a  year  resulting  from 
pipeline  operations. 

Will  we  continue  to  grow  without  acquisitions  or  mergers? 

Transco's  President,  James  B.  Henderson: 


"Our  decisions  not  to  diversify  are  based  on  the  principle  that  we 
put  our  funds  to  work  where  they  will  do  the  most  good  for  our  stock- 
holders. If  we  see  an  opportunity  to  do  better  than  we  have  been 
able  to  do  in  the  transportation  of  natural  gas,  we  will  consider  that 
proposal  seriously  and  without  prejudice." 

Transco,  the  gas  transmission  company  that  performs. 

Transcontinental  Gas  Pipe  Line  Corporation,  Houston,  Texas. 
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CIRCULATION 


BUSINESSWEEK    581,08 


Today,  Forbes  is  the  fastest-growing  business  magazine 
on  the  American  scene.         ^^ 

According  to  a  research  study  by  Erdos  and  IVIorgan,  Inc., 
Tout  of  10  top  management  executives  in  America's  500 
largest  industrial  firms  read  Forbes  regularly. 

17%  more  than  read  Business  Week  regularly. 
20%  more  than  read  Fortune  regularly. 

And,  according  to  the  1970  Simmons  Study... 

i,035,Q00  Forbes  readers  don't  read  Business  Week. 
1,025;000  Forbes  readers  don't  read  Fortune. 

So.  to  reath  the  men  who  run— and  own— American  business,use 

Forbes:  capitalist  tool 


of  creditors,  as  executor  of  estates, 
and  as  a  tiustee.  So  high  is  his 
status  that  to  the  Inland  Revenue, 
the  accountant's  word  is  his  bond, 
and  his  chent's  books  will  not 
normally  be  inspected. 

The  U.K.  accountant,  though  he 
may  walk  softly,  also  carries  a  big 
stick.  Under  compan>  law,  a  pub- 
he  company  must  be  audited  by  a 
professional  accountant.  He  owes 
his  appointment  ultimately,  to  the 
shareholders,  and  it  is  their  inter- 
ests that  he  is  meant  to  protect. 

Flexing  Their  Muscles 

If  the  company's  balance  sheet 
fails  to  satisfy  him,  short  of  re- 
signing, he  is  empowered  to  qiial- 
ifij  his  report.  This  is  no  idle  threat. 
In  1963  the  accountancy  firm  of 
Turquand  Young  disagreed  with 
its  client,  the  Cit\'  of  London  Prop- 
erty Co.  Ltd.  Turquand  Young  in- 
sisted on  qualifying  its  report, 
whereupon  the  company  tried  to 
fire  it.  Turquand  Young  responded 
by  exercising  its  right  to  put  its 
case  to  the  shareholders  and  to 
address  the  annual  meeting.  The 
management  repeatedly  postponed 
the  meeting.  But  in  the  end,  it  was 
the  accountants  who  won  the  day, 
and  the  management  had  to  give 
up  its  attempt  to  replace  it. 

In  1967  Davies-Investment  Ltd., 
an  investment  company  that  had 
financed  a  number  of  associated 
industrial  companies,  discovered 
that  the  subsidiaries  were  not  in 
a  position  to  repay.  Davies-Invest- 
ment wanted  to  give  them  more 
time.  Deloitte  Plender  and  Griffiths, 
one  of  Britain's  top  accountants, 
resigned.  The  result  was  cata- 
strophic for  the  company,  which 
ended  up  in  liquidation. 

An  ideal  situation?  Not  quite. 
Britain's  accountants  have  recently 
been  at  the  receiving  end  of  a 
severe  drubbing.  The  reason  for 
this  has  been  a  series  of  humiliat- 
ing accountancy  failures.  These 
have  arisen  mainly  in  merger  or 
takeover  situations.  Under  pressure 
from  the  City  Takeover  Panel  (a 
volunteer  watchdog  set  up  by  the 
Cit\'  in  a  bid  to  prevent  a  Securi- 
ties &  Exchange  Commission  being 
set  up  by  the  government),  the 
accountants  have  been  persuaded 
to  attempt  future  profits  forecasts 
when  bids  are  under  way.  This 
task  is  performed  unwillingly. 

Nonetheless,  when  the  accoun- 
tants fell  down  on  the  job,  the 
public  was  suddenly  shocked  into 
the  realization  that  the  accountan- 
cy profession  is  anything  but  in- 
fallible. Case  in  point:  In  one  of 
the     countiy's     biggest    mergers— 


Our  1969  Annual  Report  tells  the  story — record  sales 
of  $538  million  . . .  divided  as  follows: 

68%  stainless,  electrical  and  other  special  steels  . . . 

21%  consumer  goods  . . .  largely  in  sports  and  leisure 

markets  . . .  11%  electronic  and  magnetic  specialties, 

mechanical  parts  and  cutting  materials. 

Plus  half  interest  in  the  world's  leading  titanium 
metals  company;  and  in  an  important  Belgian  producer  of 
stainless  steel. 

That's  Allegheny  Ludlum — a  diversified,  international 
Company  serving  growth  markets  ranging  from  aerospace  to 
automotive  and  appliances;  communications  and  data 
processing;  electronics  and  electrical  equipment;  mining  and 
industrial  machines;  lawn  care,  home  maintenance, 
sports  and  recreation. 

Another  plus:  research  and  product  development 
resources  that  keep  us  moving  with  our  fast-growing  markets, 
and  help  us  to  plan  for  "Going  Where  Tomorrow  Is!" 

For  a  copy  of  the  1969  Annual  Report,  write: 
Allegheny  Ludlum,  Oliver  Building,  f*ittsbiu'gh, 
Pa.  15222. 


See  howAnegheiiy  ] 
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negheny  Ludlum  1969  Annual  Rep< 


The  Eight 
Door  Sedan 


Chrysler  Limousine  by  Armbruster  That's  what  it  is,  really.  An  eight- 
door  Chrysler  sedan.  With  all  the  style,  comfort,  ease  of  handling, 
roadability,  and  safety  of  any  other  Chrysler  sedan.  Only  difference 
is,  it  carries  12  people.  And  the  eight  doors  make  it  easy  to  get  in 
and  out  of.  Plush  interior,  luggage  carrier  and  complete 
air  conditioning. 

Consider  this:  If  you're  going  to  invest  in  a  limousine,  be  sure  that's 
what  you  get.  This  is  the  best  one  you  can  buy.  The  name  is 
Stageway,  by  Armbruster.  All  national  safety  features,  of  course. 


Stnqpiuni/ 


COACH  ES.    INC, 

'Subsidiary  of  Armbruster  &  Co-,  Inc. 


519  No.  9lh  St.,  Box  1178    •    Fort  Smill.,  Arkansas  72901     .   Contact  Milt  Earnhart  AC,  501 -TSS-SI  21 
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f  .]0(."^jy  hio'ependenf.  Brifish  accountants,  in  theory  at      shareholders.     This     has    not    kept    the    accountants 
leasf,  work  not  for  management  but  for  a  company's      entirely    scandal -free,    but    it    certainly    has    helped. 


between  GEC  and  AEI-the  ac- 
countants' profits  forecast  for  AEI 
of  .$25  million  turned  out  instead 
to  be  a  loss  of  $12  million.  Worse 
was  to  come  in  the  now  notorious 
Pergamon/Leasco  affair  last  year, 
when  some  of  the  country's  leading 
accountants  could  not  agree  on 
such  vital  matters  as  how  to  treat 
transactions  between  associated 
companies,  value  stocks  or  dt  I'le 
what  constituted  income. 

What  has  come  into  doubt  1:1 
all  this  is  not  so  much  flie  integrity 
of  the  accountant  as  his  expertise. 
Some  of  the  chief  critics  are  ac- 
countants  lliemselves.   One  of  the 


most  incisive  and  outspoken  is 
Canadian-born  Professor  Edward 
Stamp  of  Edinburgh  University. 

Interviewed  by  Forbes,  Stamp 
said:  "There's  literally  a  million  dif- 
ferent ways  of  presenting  a  'true 
and  fair  view'  of  the  same  facts. 
What  we  needed  is  a  fundamental 
theory  of  financial  reporting." 
Stamp  does  not  go  along  with  the 
easy  idea  that  the  accountant,  as 
the  shareholder's  watchdog,  is  the 
judge.  Rather,  he  sees  him  as  an 
advocate.  He  wants  to  see  a  panel 
of  judges  set  up  to  adjudicate  dif- 
ferences between  company  man- 
agements  and   auditors— along   the 
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lines  once  proposed  by  Leonard 
Spacek  of  Arthur  Andersen  &  Co. 
in  Chicago. 

Stamp  sees  areas  of  conflict  of 
interest  in  Britain,  just  as  there 
are  in  the  U.S.  "To  use  the  legal 
analogy,"  he  says,  "a  judge 
wouldn't  dream,  half  way  through 
a  case,  of  calling  one  of  the  par- 
ties into  his  private  chambers  and 
giving  him  advice  on  how  to  run 
the  case,  and  then  go  back  into  , 
court  and  judge  how  well  he's  done 
it."  Other  critics  go  further,  pro- 
posing that  auditors  be  paid  by  a 
specially  constituted  and  independ- 
ently administered  fund. 
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"IF  TRUCKS  STOPPED 
FOR  96  HOURS,  YOU'D  STOP  TOO!" 

—Louis  B.  Seltzer,  former  editor,  Cleveland  Press 


If  there  were  no  trucks,  there  would  be  no  suits  to  wear  to  the  office. 

No  car  to  drive  to  work.  No  club  sandwiches  for  lunch  at  your  favorite  restaurant. 

No  IBM  cards  to  bend,  spindle  or  mutilate.  No  keys  to  the  office. 

No  office.  In  fact,  everything  would  be  at  a  standstill.  Fortunately, 

though,  there  are  trucks.  And  they  go  everywhere,  bringing  almost  everything 

our  homes,  businesses  and  industries  need, 
All  of  us  at  Truck  Insurance  Exchange  like  having  trucks  around.  After  all. 

If  there  were  no  trucks,  life  would  be  pretty  empty. 


member 


TRUCK  INSURANCE  EXCHANGE  ^^^ 


^>  A  member  of  Farmers  Insurance  Group 


AMERICAM  TRUCKINO  )MOU 


wanting  r.  government- 
backed  auditor  of  the  auditors  to 
he  thrust  upon  them,  the  accoun- 
tants' professional  organizations 
have  been  hurriedly  taking  a  look 
at  their  image.  One  thing  that  they 
have  always  prided  themselves  on, 
is  their  reliance  on  judgment,  rath- 
er than  a  fixed  set  of  rules.  Now 
they  are  acknowledging  that  judg- 
ment and  integrity  are  not  enough. 
As  a  start,  the  country's  six  main 
professional  bodies,  with  a  com- 
bined membership  of  80,000,  are 
trying  to  get  together.  Set  rules 
for  auditors  are  being  drawn  up 
(though  with  a  typically  British 
compromise,  allowing  auditors  to 
depart  from  them— provided  they 
explain  the  departure ) . 


Britain's  accounting  institutions 
are  also  feeling  the  pressure  from 
their  members  to  ease  up  restric- 
tions on  what  accountants  can  and 
cannot  do.  Such  has  been  the  case 
with  management  consultancy. 
There  was  a  time  when  accoun- 
tants hardly  dared  let  their  clients 
know  that  they  were  involved  in 
such  matters. 

In  short,  the  accountants  are 
caught  between  their  desire  to  play 
a  bigger  role  and  their  priceless 
reputation  for  basic  honesty. 

"The  British  think  of  themselves 
as  being  purer,  morally,"  says  Pro- 
fessor Stamp.  "Well,  it's  valid.  But 
the  civilized  standards  of  behavior 
aren't  always  adhered  to,  even  in 
the   City   of   London.    You   know, 


when  there's  a  fair  amount  of 
money  at  stake,  people  start  be- 
having like  tigers  just  the  same 
here  as  they  do  on  the  other  side 
x)f  the  Atlantic.  Maybe  they're  a 
bit  more  gentlemanly  about  it,  but 
still  tigers.  To  say  it  doesn't  hap- 
pen very  often  here,  is  like  the 
captain  of  the  Titanic  saying,  'We 
don't  need  a  navigator  because 
there  aren't  any  icebergs  between 
here  and  New  York.'  You  don't 
run- into  them  very  often,  but  you 
only  have  to  have  one  and  then  it 
becomes  pretty  nasty." 

The  British  system,  in  short,  is 
neither  perfect  nor  is  it  incorrupti- 
ble. It  does,  however,  have  some 
things  that  we  Americans  should 
probably  learn. 


Annua/  Reports: 
Do  They  Keep  the  Natives  Happy? 


Wm.  Wricley  Jr.  Co.  ( 1969  sales: 
$169  million)  gets  by  with  an  an- 
nual report  of  five  typewritten  pages 
plus  a  four-page  financial  statement. 
The  Great  Atlantic  &  Pacific  Tea 
Co.,  with  sales  approaching  $6  bil- 
lion, takes  16  pages  in  all.  Xerox, 
doing  a  fourth  of  A&P's  vol- 
ume,  traditionally  uses   almost  60 


pages  with  expensive  color  photos 
throughout.  There  are  almost  as 
many  variations  as  there  are  com- 
panies. Chairman  Harry  Figgie  Jr. 
of  Automatic  Sprinkler  once  even 
included  a  45  rpm  record  so  that 
stockholders  could  hear  the  words 
of  the  top  man. 

As  a  rule  of  thumb,  however,  the 


experts  figure  that  a  report's  physi- 
cal production  (graphic  design, 
printing)  and  distribution  alone 
may  run  from  50  cents  to  a  dollar 
per  copy.  The  more  the  copies,  the 
less  the  per-unit  price.  This  year. 
General  Electric's  annual  report 
cost  about  20  cents  a  copy,  or 
about  $200,000  for  around  1  mil- 


1  \m 


^^<f*f^ 


"And  fhough  in  1 969,  as  in  previous  years,  your 
company  had  to  contend  with  spiralling  labor 
costs,  exorbitant  interest  rates,  and  unconscion- 
able government  interference,  management  Vi^as 


Drawing  by  Lorenz;  ©  1970  The  New  Yorker  Magazine,  Inc. 

able  once  more,  through  a  combination  of  de- 
ceptive marketing  practices,  false  advertising, 
and  price  fixing,  to  shov/  a  profit  which,  in 
all    modesty,    can    only    be    called    excessive." 
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Total  oil  demand  in  the  Free  World  has 
more  than  tripled  since  1950.  It  is  expected  al- 
most to  double  again  by  1980.  In  barrels  per 
day.  Free  World  oil  demand  soared  from  9.8 
million  in  1950  to  almost  34  million  in  1968.  It 
is  expected  to  reach  60  million  in  1980. 

In  share  of  total  energy  demand,  oil  has  be- 
come the  dominant  fuel.  It  supplied  almost  one- 
third  of  the  Free  World's  energy  needs  in  1950 
and  almost  one-half  in  1968,  and  is  expected  to 
account  for  between  55  and  60  percent  by  1980. 

In  another  perspective,  oil  consumption  in 
the  Free  World  grew  an  average  of  1.3  million 
barrels  a  day  each  year  between  1950  and  1968. 
From  now  through  1980,  the  average  annual 
growth  is  expected  to  nearly  double,  reaching 
2.2  million  barrels  a  day  each  year. 

Here  in  the  United  States,  oil  demand  is  ex- 
pected to  continue  its  strong  growth  by  an  aver- 


age of  3  to  3.5  percent  a  year  and  to  reach  about 
19  million  barrels  a  day  by  1980.  Oil  demand  in 
Western  Europe  is  increasing  at  about  double 
the  U.S.  rate.  It  will  surpass  consumption  here 
by  the  late  1970's  and  will  exceed  20  million  bar- 
rels a  day  by  1980. 

Texaco  is  looking  forward  to  participating 
fullyinthisgrowth.Wehavecompleteconfidence 
in  our  organization's  ability  to  assume  an  ever- 
increasing  role  in  supplying  the  rapidly  increas- 
ing markets  for  petroleum  products  throughout 
the  Free  World.  We  are  also  confident  that  we 
shall  continue  to  do  so  in  a  manner  that  will  be 
rewarding  to  our  stockholders,  and  to  do  so 
with  the  efficiency  and  product  quality  demanded 
by  our  customers. 

We  look  forward  with  great  enthusiasm  to 
both  the  challenges  and  the  opportunities  which 
will  confront  us. 


PTEXACO^ 


Texaco  offers  challenging  careers  to  qualified  college  graduates. 
Write  to  Recruiting  Coordinator,  Texaco  Inc.,  Box  52332,  Houston, Texas  77052.  An  Equal  Opportunity  Employer. 


YOUINVEST$15a00O 

INAGHETm 

THE  GHEHD  GETS  $2,250j00a 

^h  MILLION.  THAT'S  SOME  LEVERAGE. 


Here's  how  it  works. 

Set  up  a  Minority  Enterprise  Small 
Business  Investment  Company  (MES- 
BIC).  The  minimum  capital  required  is 
$150,000.  Then,  for  every  dollar  you  put 
down,  the  Small  Business  Administra- 
tion will  add  two  dollars  in  long-term 
loans. 

With  the  SBAmoney,  you 
will  have  $450,000  to  invest 
in  minority  businesses.  Us- 
ing this  as  front  money, 
you  can  generate  up  to 
$1,800,000  in  bank  loans - 
and  SBA  guarantees  90% 
of  that. 

The  total:  your  initial  in- 
vestment of  $150,000  fun- 
nels $2,250,000  into  the  mi- 
nority business  community.  Commerce 
Secretary  Stans  recently  announced  that 
SBA  has  an  initial  $15  million  ready  to 
go  into  MESBICs;  he  expects  to  have  100 
of  them  operating  by  June. 

A  word  of  caution.  MESBICs  are  invest- 
ment companies,  not  foundations.  Don't 
plan  on  setting  one  up  just  to  improve 
your  company's  image  in  the  minority 
community. 

Your  function  is  to  provide  investment 
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capital  and  management  advice;  the 
owners  retain  control  of  their  businesses. 
You'll  have  to  make  the  same  hard-nosed 
business  decisions  you'd  make  in  any 
other  investment  company. 

A  number  of  national  corporations 
have  already  started  putting  together 
MESBICs.  For  example,  Ar- 
eata National's  Areata  In- 
vestment Company,  in  Men- 
lo  Park,  California,  has  been 
operating  successfully  for 
more  than  a  year.  Areata 
has  financed  32  minority 
businesses;  only  two  have 
had  major  problems.  Cur- 
rently, MESBICs  are  in- 
volved in  everything  from 
clothing  stores  to  computer 
software  suppliers. 

Tb  make  this  project  work  better  than 
the  welfare  disaster,  it  has  to  be  run  as  a 
business.  If  you  think  of  it  as  a  charity, 
it  has  failed  already.  Think  of  it  as  an 
opportunity —and  it  will  be.  ' 

For  more  information,  contact  Jim 
Kneisley,  Office  of  Minority  Business^ 
Enterprise,  U.S.  Department  of  Com- 
merce, Washington,  D.C.  20230.  Or 


telephone:  (202)  967-4393. 
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lion.   AT&T's   bill,    at    10   cents   a 
copy,  came  to  $310,000. 

^^'hat  makes  the  real  cost  of  an 
annual  report  immeasurable  are  the 
uncountable  executive  man-hours 
that  go  into  its  preparation.  In  a 
study  of  big  companies  (most  with 
assets  above  $100  million),  the 
American  Society'  of  Corporate  Sec- 
retaries found  that  most  companies 
spend  two  to  four  months  on  the 
job.  Again,  that  is  average.  A  third 
of  the  companies  spent  more  than 
four  months.  Some  even  took  six. 

A  good  deal  of  ego  as  well  as  a 
good  deal  of  time  goes  into  their 
preparation.  Says  an  executive  who 
has  had  a  hand  in  many  reports: 
"The  annual  report  is  the  presi- 
dent's or  chief  e.xecutive  officer's 
baby.  It  is  his  personal  document. 
He  has  his  name  on  it.  He  is  con- 
cerned how  his  annual  report  will 
be  regarded  in  his  peer  group  of 
other  chief  executive  officers."  "Re- 
touching receding  hair  lines  is  all  in 
the  game,"  says  a  leading  designer 
of  annual  reports. 

At  General  Electric,  which  takes 
its  stockholders  seriously  indeed, 
annual  reports  get  top-drawer  at- 
tention: By  December,  before  the 
year's  end,  a  preliminary  mock-up 
of  the  new  annual  report  is  ready 
for  review  by  GE's  corporate  ex- 
ecutive office,  consisting  of  Chair- 
man Horch  and  the  vice  chairmen 
of  the  board,  William  H.  Dennler, 
Jack  S.  Parker  and  Herman  L. 
Weiss.  By  the  second  week  in  Feb- 
ruary the  final  financial  data  are  in. 
Printed  dummies  go  back  to  Borch 
et  al  for  review  and  final  approval. 
By  the  first  week  of  March  the  an- 
nual report  is  in  the  mail  to  GE's 
500,000  shareholders. 

How  effective  are  annual  reports? 
Opinions  vary.  The  kind  of  candor 
expressed  in  the  cartoon  above  is 
certainly  too  much  to  expect  of  any 
management,  but  critics  feel  that 
most  annual  reports  are  far  too  full 
of  vaguely  optimistic  language  and 
short  on  honest  specifics. 

Do  elaborate  annual  reports  help 
keep  the  natives  from  getting  rest- 
less? Well,  consider  this:  Xerox  and 
Litton  Industries  are  both  noted  for 
lavishK  illustrated,  expensively  done 
annual  reports.  Xerox,  even  after 
the  recent  market  debacle,  is  be- 
loved of  stockholders,  and  the  mar- 
ket still  accords  it  a  high  price/ 
earnings  ratio:  40  times  earnings. 
But  Litton's  stock  has  collapsed 
from  112,  more  than  40  times  earn- 
ings, to  20,  about  nine  times  earn- 
ings. The  conclusion  is  obvious: 
Pretty  pictures  without  solid  figures 
fool  no  one. 
V / 


A  long  time  ago  we  just  made  pianos 

And  we  still  do.  But  now  we've  branched  out.  Pianos  led  us  into  electronic 
organs.  Electronic  organs  into  broader  areas  of  electronics.  And  financing 
our  own  musical  instrument  sales  has  led  us  into  financial  and  investment 
ventures.  In  short,  we're  growing  and  diversifying  naturally. 

if  you'd  like  a  copy  of  our  Annual  Report,  just  write  D.  H.  Baldwin  Com- 
pany, Dept.H-7,  Cincinnati,  Ohio  45202. 

■P  A.  I  J  I  J  W  JLJNl  We  make  more  than  music 


What's  Marley 
doing  at  the 
Astrodome? 


Deep  in  the  heart  of  Texas  is  the 
world's  largest  enclosed  sports  arena. 

And  deep  in  the  heart  of  the  world's 
largest  enclosed  sports  arena  are  the 
world's  most  comfortable  spectators 
—  even  on  the  muggiest  days. 

We're  helping  them  stay  that  way. 

We  made  the  cooling  tower  that 
cools  the  water  that  cools  the  refrig- 
erant that  cools  the  air  that  cools  the 
Astrodome  and  everybody  in  it. 

And  don't  get  the  idea  we're  a  one- 
shot  wonder.  We  manufacture  air- 
cooled  heat  exchangers  in  addition 
to  being  world's  largest  manufacturer 
of  water  cooling  towers  (over  400 


models).  Our  equipment  cools  places 
like  the  Republic  National  Bank  and 
the  John  Hancock  in  Chicago,  the 
Pan  Am  in  New  York,  you  name  an 
important  structure,  chances  are  we 
cool  it. 

But  then,  its  only  natural  that  the 
big  names  rely  on  us  to  help  them 
keep  their  cool. 

We've  been  the  hottest  thing  in  the 
cooling  tower  league  as  long  as 
there's  been  a  cooling  tower  league. 

Nobody  takes  the  heat  off  like 

MARLEY^ 


Cooling  it. 


The  Marley  Co.,  Executive  Offices,  202  W.  Gregory,  Kansas  City,  Mo.  816/361-2222.  Offices,  plants  and 
affiliates  throughout  the  world.  04491 
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Merrill  Lynch  is  bullish 

on  an  industry  that's  disappointed 

thousands  of  investors. 


We've  all  heard 
it  said  for  years: 

"Now's  the  time 
for  the  housing 
industry.  There's  a 
huge  backlog  of  demand.    - 
Something  has  to  happen." 

But  it  hasn't.  Housing  starts 
haven't  kept  pace  with  demand  since  1965.  By 
the  end  of  last  year,  the  backlog  had  grown  to 
an  estimated  1.5  million  units. 

So  housing  seems  like  the  perennial  that 
never  blooms.  Great  expectations  have  foun 
dered  on  soaring  land  and  labor  costs,  record 
high  interest  rates,  and  sheer  lack  of  funds  to 
finance  mortgages. 

But  now  the  analysts  at  Merrill  Lynch 
think  that  housing  may  finally  be  poised  for  a 
move.  We've  just  published  a  32-page  booklet 
that  explains  our  thinking  and  outlines  39 
companies  with  a  stake  in  homebuilding.  You 
can  get  a  free  copy  by  mailing  the  coupon. 

One  of  the  brighter  signs  of  progress  is 
the  Federal  Government's  Operation  Break 
through,  which  has  put  up  $15  million  for  re 
search  on  mass-produced  housing.  And  has 
tempted  several  big  industrial  firms  to  chip 


in  $35  million  of 
their  own. 

But  the  wheels 
of  progress  grind 
exceeding  slow.We 
don't  think  home- 
building  itself  will 
make  much  of  a  move 
before  1971.  Housing 
stocks,  though,  may  go  their  own  way.  Our  re- 
search shows  they  often  anticipate  building 
booms  by  at  least  6  months. 

All  in  all,  we  think  it  may  add  up  to  the 
start  of  a  major  trend.  One  that  could  offer  a 
chance  to  make  highly  rewarding  investments. 
If  we're  right,  it  won't  mean  that  we  spot 
all  the  new  trends.  Nobody  does.  But  we  do 
have  twice  as  many  analysts  looking  for  them 
as  any  other  broker. 

We  figure  that  puts  the  odds  in  our  favor. 

To:  Merrill  Lynch.  RO.  Box  333,  Wall  St.  Station,  N.Y.,  N.Y.  10005 '"'""  | 

Please  send  your  new  booklet  on  investment  opportunities  in  the    ! 
housing  industry.  ■ 


Name- 


Add  ress- 


- Phone- 


City- 


-State- 


_Zip_ 


I 

I 

If  you're  a  Merrill  Lynch  customer,  please  give  name  and  address  of    | 

I 


Account  Executive: 


HB 


Merrill  Lynch:  We  look  for  the  trends. 
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Merrill  Lynch,  Pierce.  Fenner  &  Smith  Inc.   For  nearest  office  call  toll  free  800-243-6000.  In  Connecticut  call  800-942  0655. 
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The  Forbes  Index 


.preliminafy 


Pefioa  of  Ecdhomc  Recession  as  defined' 

hy  National  fiijtp;tii  <i/  Pf  pfipmic  flftiMHf  ffft 


MAR 137.3 

APR 138.3 

MAY  138.7 

JUNE  139.4 

JULY 138.2 

AUG 137.5 

SEPT 137.1 

OCT 137.2 

NOV 136.3 

DEC 134.5 

JAN 132.4 

FEB 130.8 

MAR 130.3 

APR.  (prel.)     129.8 


Composed  of  the  following: 
Pro<iuction 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  ot  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering' 
tOept.  of  Commerce  latest  three  months  new 
orders  ot  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Dept.  ol 


Commerce  private  nontarm  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  of 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debf  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  of  Commerce 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  ot 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  ot  Labor  initial  unemployment  claims) 


MARKET  COMMENT 

By  L.  0.  Hooper 


After  The  Margin  Cut? 


For  an  unusually  long  time  in  the 
1950s  and  in  the  1960s,  the  stock  mar- 
ket was  a  wonderful  place  to  make 
money  grow.  For  the  past  17  months 
it  has  been  about  the  worst  place  in 
the  world  to  accumulate  capital  gains. 
Indeed,  there  have  been  few  places 
where  it  has  been  so  easy  to  lose 
money.  Today  most  people  are  happy 
about  the  stocks  they  have  sold  and 
unhappy  about  the  stocks  they  have 
bought.  It  is  not  strange,  therefore, 
that  so  many  investors  are  lefusing,  or 
neglecting,  to  buy  stocks  at  the  kind 
'of  prices  which  would  have  looked 
like  the  bargains  of  the  century  only 
a  year  or  two  back. 

After  such  a  long  and  ruinous  bear 
market,  of  course  it  is  logical  to  look 
for  a  better  trend  before  too  long— if 
only  because  every  drastic  action  in- 
evitably is  followed  by  some  recoil. 
There  will  be  a  good  rally;  the  strength 
of  stocks  after  the  news  of  the  margin 
cuts  was  annonunced  shows  how  ready 
the  market  was  to  bounce  back  (this 
in  the  face  of  the  deteriorating  inter- 
national situation).  The  big  question, 
however,  concerns  the  nature  of 
any  new  bull  market  that  may  develop 

Mr.  Hooper  is  associated  witli  tlie  New  York  Stock 
Excliange  firm  of  W.E.  Hutton  &  Co. 


later   in    1970   or   possibly   in    1971. 

Just  what  has  changed?  How  will 
any  new  bull  market  differ  from  the 
late  pleasantness?  It  is  my  function  to 
think  about  this  situation,  and  to 
share  my  thoughts,  as  they  evolve, 
with  jny  public. 

Of  course,  the  first  thing  to  do  is  to 
insulate  one's  thinking  from  the  ex- 
treme pessimism  now  extant.  That  pes- 
simism is  nothing  more  or  less  than  the 
exact  opposite  of  the  extremes  of  bull- 
ish optimism  that  got  so  many  inves- 
tors into  this  mess.  It  will  pass;  and, 
in  the  case  of  some  stocks,  we  will 
wonder  why  we  did  not  take  advan- 
tage of  it.  At  the  same  time,  it  should 
be  remembered  that  after  any  bear 
market  there  are  a  good  many  former 
favorites  which  never  do  come  back. 
The  new  bull  market  wall  not  just  be 
a  I  epeat  of  the  old  one. 

There  are  a  number  of  things  which 
are  certain  to  be  different.  One  of 
them  involves  the  fact  that  there  now 
is  a  worldwide  shortage  of  liquid  capi- 
tal. That  is  reflected  in  the  impaired 
financial  position  of  almost  every  ma- 
jor corporation.  The  ratio  of  cash  to 
current  liabilities  on  an  overall  basis  is 
down  from  something  like  42%-45%  to 
something  like   18%-20%.   Most  busi- 


nesses need  more  money,  and  it  is 
hard  to  come  by.  That's  one  reason 
why  interest  rates  are  high,  and  why 
the  calendar  of  new  bond  issues  is  so 
crowded.  There  is  just  less  money 
available— and  that  is  not  a  condition 
which  will  be  corrected  quickly. 

Not  many  months  ago,  financial 
writers  (including  this  one)  were  talk- 
ing about  "the  shortage  of  common 
stocks"  for  investors  to  buy,  and  es- 
pecially about  the  fact  that  the  institu- 
tions were  buying  up  all  the  public's 
stocks.  Anyone  who  thinks  there's  a 
shortage  of  common  stocks  right  now 
simply  has  not  been  watching  the 
stock  market.  And  if  you  are  an  invest- 
ment banker,  you  know  there's  a  flood 
of  common  stock  financing  in  the 
wings,  that  new  common  stocks  are 
about  to  be  created  in  greater  and 
greater  volume.  The  shortage-of-stocks 
bull  argument  is  dead  as  a  dodo. 

A  third  new  factor  is  the  collapse 
of  the  performance  concept  (always 
a  will-o'- the- wisp  but  very  potent  psy- 
chologically back  in  1967  and  1968), 
which  has  been  one  of  the  mainsprings 
of  the  decline  in  stocks  as  the  whole 
idea  is  painfully  liquidated.  This  con- 
cept has  resulted  in  badly  burned 
fingers  not  only  for  the  investors  who 
swallowed  it,  but  also  for  the  inex- 
perienced "smart"  young  men  who 
encouraged  and  sponsored  it.  Pie-in- 
the-sky  is  unlikely  to  whet  the  specu- 
lative appetite  in  late  1970,  1971  and 
1972  the  way  it  did  when  new  per- 
formance mutual  funds  were  being 
formed  at  the  rate  of  ten  or  so  a  week. 

Fourth,  for  the  first  time  in  many 
years  bonds  are  competing  effectively 
with  stocks  for  the  investor's  dollars. 
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YOU 
KNOW... 

that  you  can  retain  the 
services  of  your  own 
experienced  investment 
consultant  for  only  ^180 
a  year? 


Do  you  know  that  this  man  is  a  member  of 
an  organization  that,  for  over  64  years,  has 
been  helping  people  manage  their  invest- 
ment portfolios? 

HERE  IS  WHAT  BABSON'S  INVESTMENT 
ADVISORY  SERVICE  CAN  DO  FOR  YOU 

•  As  a  Babson  client,  you  will  have  Invest- 
ment consultation  privileges  w/ith  your  own 
Babson  Consultant.  You  may  contact  him 
either  by  mail,  'phone,  wire,  or  in  person. 
He  will  give  you  specific  unbiased  action 
advice.  His  recommendations  to  you  will 
be  based  on  the  combined  findings  of 
Babson's  Research  Department  and  In- 
vestment Committee. 

•  A  complete  analysis  of  your  estate  and 
portfolio  will  be  made  by  a  team  of  invest- 
ment specialists,  who  will  set  up  a  program 
in  line  with  your  objectives. 

•  Your  registered  securities  will  be  under 
continuous  study  by  Babson's  Research 
Department,  and  you  will  be  automatically 
notified  whenever  we  think  changes  in  the 
Market  picture  require  your  immediate 
attention. 

•  Every  Monday  morning  you  will  receive 
an  informative  tjulletin  to  keep  you  up  to 
date  on  Market  situations  and  investment 
news. 

Remember,  Babson's  is  not  merely  a 
bulletin  service,  but  an  individualized  in- 
vestment advisory  service.  It  has  effec- 
tively served  thousands  of  investors  over 
the  last  half-century. 

If  your  portfolio  amounts  to  $7500  or  more, 
we  may  be  able  to  be  of  great  benefit  to 
you.  Wouldn't  it  add  to  your  peace  of  mind 
knowing  that  your  investment  decisions 
were  being  guided  by  one  of  the  country's 
oldest  and  largest  Investment  Advisory 
Organizations? 

ACT  NOW!  Mail  the  coupon  below  for  a 
free  brochui-e  which  explains  in  detail  how 
Babson's  might  help  you  to  BUILD  & 
PROTECT  your  investment  Portfolio. 


Please   send   me   tree   brochure  on   Babson's 
Investment  Advisory  Service.  Dept.    F-303 

Name 

Street -  


Clly- 


-  State- 


BABSOIN'S  REiPORTS 

Incorporttted 

WELLESLEY  HILLS.  MASS.  02l 
FOUNDED  IN  1904  BY  ROGER  W.  BAoiOrJ 


You  can't  laugh  off  9%  or  so  for  good 
bonds  at  a  time  when  even  the  highest 
yield  stocks  are  returning  only  about 
7%  and  at  the  same  time  going  down 
in  price.  High-grade  common  stock 
yields  are  as  low  as  3J2%  to  4%.  You 
may  argue  that  part  of  the  bond  yield 
is  only  an  offset  for  the  decline  in  the 
buying  power  of  the  principal,  but 
the  fact  remains  that  many,  many  for- 
mer common  stock  buyers  now  are 
not  only  buying  bonds,  but  are  even 
selling  stocks  to  buy  bonds.  And  the 
chances  are  that  there  will  be  some 
at  least  moderate  capital  gains  in 
bonds  as  interest  rates  drop  a  little. 
Of  course  we  won't  see  5%  bond 
yields  again  for  years,  but  we  could 
see  7M  or  8%  bond  yields  within  a 
year  or  two. 

But  all  this  does  not  mean  that 
stocks  are  obsolete,  or  that  the  bear 
market  will  go  on  forever.  Millions  of 
investors  will  continue  to  prefer  to  buy 
ownership  rather  than  debt;  and  some 
stocks  will  prove  to  be  excellent  things 
to  own  for  both  income  and  capital 
appreciation.  The  question  comes  as 
to  which  stocks  will  be  most  favored. 
No  doubt  there  will  be  fewer  issues 
regarded  as  "growth"  stocks— and 
that's  good  because  there  never  were 
so  many  real  "growth"  stocks  as  "al- 
leged" growth  stocks  anyway. 

Back  fo  the  Blue  Chips 

I  lean  toward  the  idea  that  there 
will  be  more  interest  in  the  real  blue 
chips.  I  think  people  will  be  proud  to 
own  shares  in  the  great  business  in- 
stitutions that  represent  an  overall 
spread  of  the  American  economy.  I'm 
thinking  in  terms  of  such  big  compa- 
nies as  General  Electric,  Westing- 
house,  U.S.  Steel,  General  Foods, 
Procter  if  Gamble,  General  Motors, 
Kennecott,  Anaconda,  American  Smelt- 
ing and  others  of  their  type.  In  fact, 
I  am  inclined  to  look  with  favor  right 
now  on  exactly  the  type  of  issue  the 
performance  guys  ridiculed,  avoided 
and  sold  two  or  three  years  ago  when 
they  were  telling  the  public  to  buy 
only  fast  growth.  Have  you  noticed 
how  U.S.  Steel  (35)  has  stood  up  in 
price  through  all  this  unpleasantness 
in  the  market?  One  reason  for  its 
stability,  you  know,  is  that  the  per- 
formance cult  did  not  own  any  U.S. 
Steel  to  liquidate. 

There's  no  doubt  in  my  mind  but 
that  there  are  scores  of  stocks  other 
than  blue  chips  that  are  cheap;  but 
that  does  not  mean  there  is  any  hurry 
about  buying  them.  Furthermore,  it  is 
still  difficult  to  separate  the  wheat 
from  the  chaff;  and  even  more  difficult 
to  know  what  stocks  are  going  down 
entirely  for  technical  reasons  (passing 
supply)  rather  than  for  reasons  of 
overvaluation.    Recently,    you    know, 


the  supply  of  shares  (often  from 
funds)  has  been  determining  prices 
much  more  than  earnings,  news  or ' 
"investment  merit.  In  a  quieter  and  less 
perturbed  market  it  will  be  easier  to 
make,  selections  wisely,  and  not  pre- 
maturely. I  find  it  difficult  to  recom- 
mend pmchases  in  off-beat  or  sec- 
ondary issues  right  now. 

An  Antipollution  Growth  Stock 

In  spite  of  this,  I  would  like  to  call 
attention  to  one  stock  which  I  think 
has  definite  appeal,  if  buyers  will  be 
patient.  It  is  Arvin  Industries,  which 
is  selling  around  19.  Arvin  is  one  of 
the  medium-sized  automotive  sup- 
pliers, as  well  as  a  maker  of  a  line  of 
consumer  products  that  usually  does 
well  in  the  second  half  of  the  year. 
The  company  is  something  like  75% 
automotive  and  25%  consumer  goods. 
It  is  essentially  a  manufacturer  of 
products  from  sheet  metal.  Exhaust 
systems,  in  which  it  is  the  leader,  are 
its  biggest  single  product.  It  makes 
something  for  every  automobile  man- 
ufacturer. Because  the  auto  industry 
is  determined  to  do  its  part  to  clean 
up  the  atmosphere  from  pollution,  ex- 
haust systems  are  becoming  much 
more  complicated  and  much  more  ex- 
pensive—and Arvin  has  been  a  pioneer 
in  cooperating  with  the  big  companies 
to  make  them  more  effective. 

As  there  is  less  lead  in  gasoline  (all 
the  lead  may  not  be  eliminated)  it  is 
possible  through  new  devices  to  great- 
ly reduce  air  pollution,  and  Arvin 
promises  to  be  one  of  the  major 
vehicles  in  the  process.  This  means  in 
1972,  1973  and  in  future  years  larger 
dollar  sales  for  Arvin  and  larger  dollar 
profits  from  mufflers.  Arvin  is  an  anti- 
pollution stock.  Earnings  this  year,  in 
spite  of  a  poor  start,  may  reach  $1.75 
or  more  a  share,  and  the  stock  pays  a 
well-protected  $1  dividend.  For  50 
years  Arvin  has  been  a  growth  com- 
pany, and  the  management  has  a 
large  ownership  in  the  stock. 

Many  people  reason  that  a  stock 
must  be  a  good  purchase  just  because 
it  is  selling  much  lower  than  its  former 
high,  perhaps  for  half  or  a  third  or  a 
quarter  of  the  bull  market  top.  This  is 
not  necessarily  true.  Former  prices 
were  made  in  different  business  and 
stock  market  environment  and  often 
represented  gross  overvaluation. 

After  a  price  collapse  like  this,  the 
mood  of  investors  inevitably  will  be 
more  conservative  for  many  months  to 
come;  the  margin  cuts  alone  won't 
turn  the  tide.  It  follows  that  imagina- 
tion and  futine  prospects,  however 
good,  will  have  a  lower  cash  value 
than  when  all  was  peaches  and  cream 
in  the  market.  The  major  emphasis  of 
any  new  volume  should  be  on  quality 
and  on  seasoned  equities.  ■ 
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Do  your  stocks  suit  you  now? 


If  you  are  puzzled  by  this  quection,  you  are  not  a  sub- 
scriber to  The  Value  Line  Investment  Survey. 
Value  Line  subscribers  find  out  if  a  stock  is  suitable  for 
them  by  using  Value  Line's  objective  determinations  of 
probabilities  to  ascertain  if  the  evaluations  of  particular  se- 
curities—based on  the  probabilities  — are  consistent  w/th 
their  own  personal  investment  goals. 

For  example.  If  your  main  objective  is  income  and  XYZ  company 
appears  to  look  very  favorable  for  capital  appreciation  in  the 
next  12  months  but  its  yield  is  presently  1%  and  does  not  seem 
likely  to  increase  in  the  coming  year,  this  stock  is  not  suitable 
for  you.  Yet  your  best  friend  may  be  primarily  interested  in 
gro\A(th  within  the  next  year.  For  him  XYZ  company  is  suitable. 
You  may  rightly  say:  that  is  all  well  and  good... but  before  I  can 
even  determine  whether  a  stock  is  suitable  for  me  I  must  be  able 
to  evaluate  the  potential  of  a  particular  stock  for  me  in  terms  of 
probable  market  performance,  appreciation,  income  and  quality. 
And  furthermore,  I  should  know  how  XYZ  company's  probable 
performance  stacks  up  against  other  stocks,  because  there  are 
a  tremendous  number  of  securities  I  can  examine  before  mak- 
ing an  intelligent  decision.  However,  how  can  I  obtain  this  kind 
of  information  without  devoting  hundreds  of  hours  I  do  not  have, 
even  assuming  I  knew  how  to  formulate  proper  determinations 
on  specific  stocks? 

Well,  that  is  where  The  Value  Line  Investment  Survey  comes  in. 
Each  week  Value  Line— alone  among  advisory  services— system- 
atically rates  each  of  1400  stocks,  relative  to  the  others,  into 
one  of  five  groups  on  four  counts; 

1.  The  stock's  probable  market  performance  in  the  next  12 
months 

2.  Its  appreciation  potential  3  to  5  years  hence 

3.  Its  income  yield  in  the  next  12  months 

4.  Its  quality  (i.e.,  its  dependability  over  the  very  long  term 
—beyond  5  years) 

Each  stock  is  rated  from  I  (Highest)  to  V  (Lowest)  for  12-month 
performance,  3-5  year  potential  and  yield.  Each  stock  is  graded 
from  A  plus  to  C  minus  for  quality.  The  1400  stocks  include 
nearly  all  of  the  common  stocks  traded  on  the  New  York  Stock 
Exchange  plus  about  300  on  the  American  Exchange  and  the 
OTC  markets. 

To  determine  if  a  particular  stock  is  suitable  for  you  when  you 
are  a  Value  Line  subscriber,  all  you  do  is  apply  the  Value  Line 
suitability  test.  It  takes  only  a  minute.  Each  Roman  numeral  in 
the  first  three  ratings  and  each  letter  in  the  quality  grading  is 
equated  to  an  Arabic  index  number  as  follows: 


1 

II 

III 

IV 

.       V 

(10) 

(8) 

(6) 

(4) 

(2) 

A-I-,  A 

A-,  B  + 

B 

B-,C  + 

C,  C 

10   10 

a     8 

6 

4      4 

2  2 

To  determine  how  suitable  a  stock  is  for  you  at  this  time,  you 
merely  weight  the  Arabic  number  to  accord  with  your  own  pref- 
erences. Assign  any  weights  that  you  deem  appropriate,  provided 
the  total  of  weights  adds  up  to  100. 

Let  us  say  that  you  are  mainly  interested  in  performance  in  the 
.  next  12  months.  You  might  then  assign  a  weight  of  60  points 
(out  of  your  total  of  100)  to  the  Rating  for  12  Months  Perform- 
ance. Your  next  most  important  objective  is  avoidance  of  unnec- 
essary risk.  Accordingly,  you  assign  a  weight  of  20  to  the 
Quality  Rating.  You  have  a  minor  interest  in  3-5  year  potential. 
Your  assigned  weight  might  be  15.  You  are  virtually  indifferent 
to  current  income,  assigning  it  a  weight  of  only  5. 
With  these  preferences  the  suitability  of  the  stock  in  question 
would  work  out  to  a  very  high  score  for  you  at  this  time  of  94 
out  of  a  possible  100,  as  follows: 


Arabic  Number 
Equivalents 


Your  Weights 

20     = 

60     = 

15     = 

5     = 


Quality  (risk)  10  x 

12  Mos.  Performance  10  X 

3-5  Year  Potential  8  X 

Estimated  Yield  4  x  

(12  Mos.)  100 

However,  this  stock  at  the  very  same  time  could  rate  quite  dif-       j 
ferently  for  your  uncle,  whose  investment  goals  are  different       . 
from  yours. 
For  example,  your  uncle  might  give  half  his  weight  to  income  in       I 


Total 

200 
600 
120 
20 
940 


the  next  12  months  (50%),  only  about  10%  to  3  to  5  year  poten- 
tial, 20%  to  quality  (or  risk  avoidance),  and  20%  to  probable 
performance  in  the  next  12  months.  The  suitability  of  the  stock 
would  work  out  to  68%  for  him,  as  shown  below: 

Arabic 
Number  Equiv. 

10 
10 

8 

4 


Quality  (risk) 
12  Mos.  Performance 
3-5  Year  Potential 
Estimated  Yield 
(12  Mos.) 


Rating 

(A) 

(I) 

(II) 

(IV) 


Your  Weights 

20  = 
20  = 
10  = 
50  = 
100 


Total 


200 

200 

80 

200 


680 


Clearly,  the  Ratings  so  weighted  indicate  that  this  very  good 
stock  would  be  better  for  you  than  for  your  uncle  at  this  time. 

Value  Line  ratings  are  recomputed  every  week  to  reflect  changes 
in  price  and  earnings.  Therefore,  when  you  are  a  Value  Line  sub- 
scriber you  should  review  your  portfolio  periodically  to  make 
sure  that  your  stocks  are  systematically  lined  up  with  your  own 
investment  objectives  at  all  times. 

Not  every  stock  will  always  perform  in  accordance  with  its  rat- 
ings. But  such  a  high  percentage  have  in  the  past,  for  reasons 
that  are  logical,  that  the  probabilities  stand  strongly  in  favor  of 
the  predictions  given  by  the  ratings.  Besides  the  weekly  ratings, 
Value  Line  publishes  quarterly  full-page  research  reports  on 
each  stock  and  more  often  if  evidence  requires  it.  A  suitability 
table  is  printed  on  the  face  of  each  quarterly  report.  It  contains 
the  index  numbers  applicable  to  the  stock.  All  you  have  to  do  is 
put  in  your  appropriate  weights,  multiply,  and  add  up  the  score. 

In  order  to  start  putting  your  stocks  to  the  suitability  test,  just 
fill  in  the  coupon  below.  If,  for  any  reason.  Value  Line  should  fail 
to  meet  your  expectations,  return  the  material  within  30  days 
and  your  money  will  be  refunded  in  full  and  at  once.  You  may 
receive  Value  Line  for  the  term  you  check— one  year  for  $167, 
three  months  for  $44,  or  four  weeks  for  $5.  Each  weekly  edition 
consists  of  full-page  reports  on  about  100  or  more  different 
stocks  and  analyses  of  their  industry  groups . . .  plus  the  24-page 
Weekly  Summary  of  Advices  &  Index,  which  contains  the  latest 
ratings  for  all  1400  stocks.  Here  you  can  check  to  see  if  there 
have  been  any  changes  in  the  ratings  that  will  necessitate  your 
applying  a  new  suitability  test  to  a  particular  stock.  In  addition, 
you  receive  weekly  the  8-page  Selection  &  Opinion  editorial  sec- 
tion... plus  the  monthly  Special  Report  on  insider  transactions 
and  the  quarterly  Special  Report  on  mutual  fund  transactions 
issued  during  the  term  of  your  subscription. 

BONUS  •  With  the  annual  or  three-month  subscription.  Value 
Line  will  ship  to  you  immediately  the  2-volume  Investors  Refer- 
ence Library,  which  will  give  you  the  latest  full-page  reports  on 
all  1400  stocks  published  prior  to  your  subscription. 

In  fairness  to  regular  subscribers,  who  pay  $167  a  year  for  The  Value 
Line  Investment  Survey,  we  cannot  make  the  $5  introductory  sub- 
scription available  to  those  who  have  already  had  such  a  4-week 
subscription  within  the  past  six  months. 


r 


n  ONE  YEAR-$t67    n  3-MONTH  TRIAL-$44 

(52  EDITIONS)  (13  EDITIONS) 

Send  me  the  complete  service  for  the  term 
checked  plus  — as  a  bonus  — the  2-volume 
Investors  Reference  Library  consisting  of 
Value  Line  sections  published  during  the  13 
weeks  preceding  start  of  this  subscription, 
n  Payment  enclosed  □  Bill  me 


n  FOUR-WEEK  TRIAL-$5 

(4  EDITIONS) 

Send  me  a  4-week  intro- 
ductory subscription  to 
the  full  service  for  $5. 
I  enclose  payment. 


If  dissatisfied  for  any  reason, 
material  for  a  full  refund  unde 

Signature 

1  have 
r  your 

up  to  30  days  to  return  the 
money-back  guarantee. 

Name  (please  print) 

Address 

AA16-58 

Ciiy 

State 

Zip 

(Subscription  fees  are  deductible  for  income  tax  purposes.  N.Y.C.  residents, 
please  add  6%  sales  tax;  other  N.Y.  State  residents,  add  applicable  sales  tax.) 

ARNOLD  BERNHARD  &  CO.,  INC. 

5  East  44th  Street-  New  York,  N.Y,  10017 
(No  assignment  of  this  agreement  will  be  made  without  subscriber  consent.) 


fi  NO-LOAD  Mutual  Fund 

ROWE  PRICE 
NEW  ERA 
FUNDING 

Objective:  Capital  Appreciation.  The 

Fund  will  seek  capital  growth  in  any 
industry  but  it  believes  opportunities 
are  especially  pronnising  in  companies 
engaged  in:  Real  Estate  •  Natural 
Resources  Development  •  Scientific 
and  Technological  Research  and 
Development  •  Consumer  Services 

NO  SALES  CHARGE 

Mail  coupon  for  free  prospectus 


Rowe  Price  New  Era  Fund,  Inc. 

One  Charles  Center,  Dept.  C 

Baltimore,  Maryland  21201  (301)  539-1992 


Name. 


Address. 
City 


.State. 


Zip  Code- 


Common  Stock 
Dividend 


The  Board  of  Directore  of  Central 
and  South  West  Corporation  at  its 
meeting  held  on  April  21,  1970, 
declared  a  regular  quarterly  divi- 
dend of  forty-seven  and  one  half 
cents  (47Hc)  per  share  on  the 
Corporation's  Common  Stock.  This 
dividend  is  payable  May  28,  1970 
to  stockholders  of  record  April  30, 
1970. 

LeROY  J.   SCHEUBRMAN 

Secretary  and  Treasurer 

central  and  south  west 
Corporation 

Wilmington,  Delaware 


QUARTERLY  DIVIDENDS  SINCE  t93S 

NATIONAL 
DISTILLERS 
:CHEMICAL 
CORPORATION 

DIVIDEND  NO  TICE 

The  Board  of  Directors  has  declared  a 
quarterly  dividend  of  22'/2«  per  share 
on  the  outstanding  Common  Stock, 
payable  on  June  1,  1970,  to  stock- 
holders of  record  on  May  11,  1970. 
The  transfer  books  will  not  close. 
April  23,  1970. 

RAMSEY  E.  JOSLIN.  Vice  President 
and  Treasurer 


STOCK  ANALYSIS 

By  Heinz  H.  Biel 


How  Much  Longer? 


^ 
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The  relentless  and  merciless  pound- 
ing of  a  bear  market  is  a  frightening 
experience.  Even  those  of  us  who  have 
lived  through  similar  episodes  in  the 
past  are  shocked  by  the  havoc.  The 
younger  people  who  know  about  bear 
markets  only  through  the  reading  of 
economic  history  books  are  aghast  at 
the  rapid  demoHtion  of  "values."  For 
some  of  the  new  money  managers, 
this  is  the  first  time  that  they  see  the 
world  in  which  they  prospered  vir- 
tually fall  apart.  What  looked  like  a 
fabulous  growth  stock  with  unlimited 
potentialities  has  become  unsaleable 
merchandise  overnight. 

The  stock  market  is  a  severe  task- 
master; you  pay  dearly  for  mistakes. 
If  you  think  what  happened  on  the 
New  York  Stock  Exchange  is  bad, 
take  a  look  at  the  American  Stock  Ex- 
change, not  to  mention  the  over-the- 
counter  market.  When  there  is  con- 
gestion at  the  exit,  there  is  danger  of 
panic  and  being  trampled  to  death. 
That  is  what  is  happening  when  too 
many  people  are  tiying  to  sell  stocks 
of  limited  marketability  at  the  same 
time.  The  more  difficult  it  is  to  dis- 
pose of  them,  the  more  urgent  be- 
comes the  desire  to  dump  them— at 
any  price.  The  follow-the-leader  in- 
vestment policy  that  produced  such 
spectacular  gains  in  a  rising  market 
now  works  in  reverse. 

The  danger  of  any  bear  market  is 
demoralization.  It  conjures  up  memo- 
ries of  past  debacles  that  wiped  out 
fortunes  and  led  to  depressions,  but 
the  extieme  pessimism  that  is  now 
rampant  in  financial  circles  seems 
unwarranted,  or  at  least  greatly  exag- 
gerated. A  repetition  of  the  1929  ca- 
tastiophe  is  highly  improbable,  not- 
withstanding tfie  rumors  of  serious 
problems  in  Wall  Stieet  and  within  a 
major  European  financial  empire. 

How  much  longer  will  this  bear 
market  last?  How  much  further  will 
stock  prices  decline?  I  seriously  doubt 
that  the  end  is  far  away.  A  bear  mar- 
ket corrects  the  excesses  of  the  pre- 
ceding bull  market.  A  great  deal  of 
painful  progress  has  been  made  in  this 
process  of  correction.  In  fact,  last 
week's  cut  in  margin  requirements— 
and  the  rally  that  followed— could 
well  have  marked  the  turning  point. 

Mr.  BUI  li  1  ptrtntr  In  tht  N«w  York  Stock  Exchinc* 
firm  of  Eminud,  D«tti*n  &  Co. 


-Toward  the  end  of  April  the  price/ 
earnings  ratio  of  the  Dow-Jones  in- 
dustrials was  13.  Most  analysts  will 
agree  that  this  is  reasonable.  Many 
solid  stocks  of  firmly  established  in- 
vestment standing  are  selling  at  even 
lower  earnings  multiples.  Are  such 
stocks  cheap?  Emphatically  yes!  Can 
they  get  still  cheaper?  Quite  possibly. 
Why?  Just  as  a  bull  market  results  in 
oveioptimism  and  exaggerations  on 
the  upside,  a  bear  market  with  its  ab- 
ject pessimism  usually  causes  similar 
exaggerations  on  the  downside.  At  the 
bottom,  stocks  are  not  just  cheap;  they 
are    incredibly,    unreasonably    cheap. 

We  may  not  have  reached  that 
stage  yet.  My  reason  for  saying  this  is 
that  allowance  must  be  made  for  the 
changed  level  of  interest  rates  which 
are  now  far  higher  than  in  previous 
bear  markets.  Largely  because  the 
pace  of  inflation  still  has  not  dimin- 
ished, at  least  not  visibly,  and  partly 
because  of  the  impact  of  AT&T's  huge 
financing,  long-term  interest  rates 
have  once  again  crept  up  close  to  the 
peak  levels  of  a  few  months  ago.  A 
yield  of  9%  on  top  quality  bonds  is 
tough  competition  for  common  stocks, 
and  many  investors  have  become  so 
disenchanted  (to  put  it  mildly)  with 
equities  that  they  now  seek  a  safe 
haven  in  bonds.  Although  there  are 
definite  signs  that  the  Federal  Reserve 
has  eased  the  restraints  on  the  in- 
crease in  money  supply,  it  takes  time 
for  this  to  be  felt  in  the  market  for 
long-teim  capital.  For  a  good  while 
yet,   interest   rates   will  remain   high. 

A  Selling  Climax 

It's  anybody's  guess  where  this  bear 
market  will  bottom  out  and  when.  I 
still  maintain  that  many  investment- 
grade  stocks  have  already  seen  their 
lows,  while  others  seem  to  be  close. 
Therefore,  I  find  it  difficult  to  go  along 
with  predictions  that  the  DJI  will  go 
down  to  the  600  level.  It's  possible,  of 
course,  but  not  probable.  The  end  of 
the  bear  market  could  come  soon,  es- 
pecially if  a  major  selling  climax 
should  occur.  In  view  of  the  deteriora- 
tion of  investor  morale,  such  a  climax 
now  appears  more  likely  than  before. 

The  performance  game,  as  it  was 
played  in  recent  years,  is  dead.  It  will 
be  a  long  time  before  it  will  be  re- 
vived   in    its    past    form.    The   go-go 
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funds,  which  racked  up  capital  gains 
of  50?  to  100?  in  years  hke  1967 
while  most  of  us  were  plodding  along, 
got  their  comeuppance  with  a  ven- 
geance this  year.  It  is  not  without  rea- 
son that  Forbes  in  its  annual  Mutual 
Fund  Survey  gi\es  separate  ratings  for 
perfonnance  in  up-markets  and  in 
down-markets. 

Speculating  in  relativelv  small,  if 
not  obscure,  companies  led  to  fantastic 
appreciation  in  certain  stocks,  especial- 
1\  as  the  apparent  success  led  to  an 
enormous  influx  of  new  mone\  which 
could  be  used  to  reinforce  alread\  es- 
tablished positions  with  additional 
purchases.  This  nonsense  is  finished 
for  the  time  being.  It  has  been  exposed 
for  what  it  was:  gambling  with  other 
people's  money. 

Prudence,   Not  Flamboyance 

Hut  jwrjormancc  per  se  is  an\  thing 
but  dead.  The  management  of  money 
will  continue  to  be  judged  by  results. 
However,  the  emphasis  w  ill  be  on  pru- 
dence rather  than  flamboyance,  on 
knowledge  and  experience  rather  than 
hot  tips.  So  long  as  investors  pay 
someone  to  manage  their  funds,  they 
want  to  see  a  better-than-average 
track  record— and  this  is  performance. 

hi  June  1969  I  concluded  an  ad- 
dress before  European  bankers  with 
the  following  remarks,  which  arc  as 
\alid  now  as  they  were  then; 

"The  main  reason  why  some  of  the 
go-go  funds  have  done  poorK  recently 
after  performing  so  spectacnlarK  in 
prior  years  would  seem  to  be  that  in 
their  competitive  desire  to  outperform 
each  other  they  paid  insufficient  at- 
tention to  risk  reward  ratio.  Th('\ 
loaded  up  their  portfolios  with  highly 
volatile  stocks  of  fast-growing  and 
often  unseasoned  companies,  usually 
aggressively  managed  and  having  a 
highly  leveraged  capital  structure. 
...  I  find  it  advantageous  largelv 
to  avoid  the  high-risk  high-reward 
stocks.  There  are  periods,  naturally, 
when  some  of  these  fast  bovs  will 
seem  to  be  running  circles  around 
>.ou,  but  every  once  in  a  while  there 
come  the  months  of  reckoning.  Limit- 
ing risks,  i.e.,  avoiding  the  really  bad 
losses,  is  just  as  important  as  maximiz- 
ing the  profit  potential.  Don't  mis- 
understand. On  the  contrary,  invest- 
ment policv  should  alwavs  be  capital- 
gains-oriented  and  stress  growth.  But 
at  the  same  time  one  should  not  un- 
duly lower  one's  minimum  standards 
of  quality.  You'll  sleep  better,  live 
longer  and,  in  the  end,  produce  re- 
pectable,  if  not  superior,  results."  ■ 


CoHKECTiON.  In  the  May  1  issue,  the 
figure  of  465,560  fund  .shares  in  the  2ncl 
and  3rd  paragraphs  fram  the  end  of  the 
article  was  a  typographical  error;  it 
shotdd  have  read  465.56. 


What  were  they  buyTng 
before  they  bought 
their  first  super-tanker? 


The  FINANCIALTIMES 

If  you  could  meet  them,  you  could  sell  them. 

But  the  business  leaders  of  Europe  are  not  easy  to  pin 
down.  Chief  executives,  heads  of  Governments  and  leading 
financiers  have  tight  schedules. 

They're  busy  men,  protected  by  a  battery  of  secretaries 
and  committed  to  diaries  that  stretch  for  weeks  ahead. 

So  who  talks  to  the  elusive  brand  of  men  who  control 
the  buying  decisions  of  Europe — and  the  world? 
The  Financial  Times  of  London.  Every  business  day. 
Your  advertising  should  be  there. 

Contact:  Grant  Webb  &  Co.  Inc.,  515  Madison  Avenue, 
New  York  10022.  Tel:  212-688  7550. 

Offices  also  in  Chicago,  San  Francisco  and  Los  Angeles. 

TheFinancial  Times  influences  European  business 
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T.ROWE  PRICE 

GROWTH  STOCK 

^FUHDJMC. 

^^^  Ell.  H50 

A  MO-LOAD  FUHD 

Investing  in  stocks 

carefully  selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

MO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


I  T.  Rows  Price  Growth  Stock  Fund,  Ino; 

I   One  Charles  Center,  Oept.B 
Baltimore.  Md.  21201 

I 
I 


Hint- 


.Vp. 


ARE  NO-LOAD 
FUNDS  A  BARGAIN? 

Of  the  380  mutual  funds  surveyed,  71  charge  no 
sales  commission,  while  the  median  sales  charge 
for  the  rest  is  8.5%.  From  the  standpoint  of 
getting  your  money's  worth,  FundScope  compares 
BUYING  COST  (sales  commission)  with  PERFORM- 
ANCE RESULTS  and  comes  up  with  the  answer  to 
the  question:  "WHICH  NO-LOAD  FUNDS  ARE  A 
BARGAIN  . . .  WHICH  ARE  EXPENSIVE?"  At  a  glance 
you  can  see  exactly  how  No-Load  funds  compare 
with  Load  funds  for  Growth  ...  for  Income  .  .  . 
and  for  Stability  in  both  rising  and  declining  mar- 
ket periods.  You'll  also  see  how  the  5  TOP  No-Load 
funds  compare  with  the  5  TOP  Load  funds  in  a 
10-year  period  ...  and  the  records  of  the  Go-Go 
Load  Funds  versus  the  GoGo  No-Load  funds. 

Are  expense  ratios  significant?  When  are  there 
"hidden  costs"  in  a  No-Load  fund?  Should 
"redemption  fees"  concern  you?  FundScope's  spe- 
cial 40-page  analysis  of  the  No-Load  fund  versus 
Load  fund  controversy  answers  these  and  many 
other  vital  questions.  It's  yours  as  a  BONUS  with 
FundScope's  SPECIAL  OFFER: 

Send  just  $17  for  a  3-month  trial  subscription 
to  FundScope  beginning  with  the  May  issue  fea- 
turing the  latest  5-yr.,  12-mo.,  and  first  qtr.  1970 
PERFORMANCE  RESULTS.  PLUS-the  1970  MUTUAL 
FUND  GUIDE-a  356-page  fact-filled  book  covering 
428  funds  (THIS  ALONE  SELLS  FOR  $15.00). 
ACT  NOW:  Mail  your  $17  today,  or  if  you  prefer 
the  above  offer  with  a  full  money-saving  14-month 
subscription,  send  $45.00  (10-day  returnable  guar- 
antee). Include  ZIP. 

FundScope,  Dept.  F-4     Suite  700 
1900  Avenue  of  ii<e  Stars 
Los  Angeles,  Cal.  90087 


TECHNICIAN'S  PERSPECTIVE 

ByJohnW.SchuIz 


Significance  Of  Ttie  D/largin  Cuts 


In  the  Apr.  15  issue  of  Forbes  this 
column  saw  reasons  for  being  increas- 
ingly confident  that  the  bear  market 
in  the  popular  stock  price  indices  end- 
ed on  Jan.  30,  when  the  Dow  closed 
at  744.  It's  now  clear  that  this  view 
was  wrong.  By  the  month's  end,  the 
broadbased  averages  had  gone  to  new 
bear-market  lows  in  an  atmosphere 
marked  by  a  growing  sense  of  panic 
that  could  scarcely  leave  the  blue- 
chip  Dow  untouched.  Naturally,  this 
development  makes  it  necessary  to  ask 
whether  an  agonizing  reappraisal  of 
any  sort  of  constructive  investment 
attitude  is  now  called  for,  whether  the 
stock  market  is  headed  for  another 
prolonged,  deep  plunge.  After  careful 
consideration,  I  think  the  answer,  by 
any  rational  standard,  must  be  no,  on 
both  counts. 

One  primary  reason  for  thinking  a 
continuation  of  the  bear  market  should 
be  quite  limited  in  extent  and  dura- 
tion is  that  its  original  root  cause— 
ultra-tight  money— has  been  removed. 
This  is  no  longer  a  matter  of  guess- 
work. Last  month  the  Federal  Re- 
serve Board  confirmed  officially  that  it 
had  decided  on  Jan.  15  to  ease  its  pol- 
icy of  restraint  and,  after  a  long  pe- 
riod of  the  suppression  of  growth  in 
money  and  credit,  to  place  increased 
stress  on  achieving  modest  growth  in 
the  money  supply  as  well  as  in  bank 
credit.  It  confirmed  also  that  the  Reg- 
ulation-Q  ceiling  on  time  deposit  in- 
terest rates  was  raised  on  Jan.  20  as 
part  of  this  policy  shift  in  order  to  en- 
courage new  bank  credit  expansion; 
and  that  the  central  bank's  open-mar- 
ket operations  were  being  redirected 
to  emphasize  control  of  the  money 
supply— now  in  the  direction  of 
growth— rather  than  manipulation  of 
interest  rates  and  bank  reserves.  (The 
implications  of  these  moves  were  dis- 
cussed here  on  several  occasions  dur- 
ing the  first  quarter.) 

New  Highs 

As  a  result  of  the  new  policy,  the 
money  supply  has  risen  to  a  new  all- 
time,  high.  The  monetary  base,  which 
reflects  credit  supplied  to  the  economy 
by  the  Federal  Resen'e  and  the  Treas- 
ury and  is  widely  thought  to  fore- 
shadow the  future  trend  of  the  money 
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supply,  grew  at  an  annual  rate  of  al- 
most 5.5%  in  the  three  months  ended 
Apr.  22,  also  to  a  new  record  high. 
The  Q-ceiling  boost  appears  to  have 
been  responsible  for  a  remarkably 
speedy  return  flow  (re-intermedia- 
tion) of  time  deposits  at  commercial 
banks:  In  a  short  ten  weeks,  the  banks 
regained  some  40%  of  the  preceding 
13  months'  outflow.  This  has,  of 
course,  boosted  their  ability  to  lend 
and  invest,  and,  indeed,  overall  bank 
credit  seems  to  have  expanded  vig- 
orously so  far  in  1970. 

Overd/scounfed  Prices 

Another  major  reason  for  thinking 
that  last  month's  renewed  selling  pres- 
sures did  not  usher  in  a  big  new  bear- 
market  plunge  is  that,  by  any  yard- 
stick, stock  prices  should  already  have 
overdiscounted  any  likely  cyclical  de- 
cline in  corporate  after-tax  earnings. 
The  Dow  Jones  industrials  and  the 
broadbased  averages  are  down  some 
25%  from  their  respective  1968  highs 
as  I  write  this,  but  unweighted  in- 
dices comprising  all  common  stocks 
listed  on  the  NYSE  are  down  no  less 
than  40%.  I  doubt  that  anyone  seri- 
ously expects  corporate  earnings,  over- 
all, to  drop  as  much  as  25%— let  alone 
40%-from  1969's  level  to  this  year's. 
What's  more,  an  average  40%  stock- 
price  decline  from  the  peak  of  the 
post- World  War  II  bull  market  should 
have  pretty  thoroughly  liquidated  the 
speculative  excesses  of  a  generation. 

Against  this  background,  the  Fed- 
eral Reserve  Board's  liberalized  credit 
policy  in  lowering  stock-market  margin 
requirements  seems  a  tremendously  fa- 
vorable development.  For  the  past 
two  years,  the  loan  value  of  listed 
common  stocks  has  been  limited  to 
only  20%  in  order  to  curb  speculation 
and  restrict  the  use  of  credit  in  the 
stock  market.  Over  this  period,  cus- 
tomers' debt  in  margin  accounts  car- 
ried by  NYSE  member  firms  has  been 
reduced  by  some  $2.2  billion,  or  one- 
third,  from  its  June  1968  peak. 

Margin  Cuts  Make  Sense 

There  is  ample  precedent  for  this 
reduction  in  margin  requirements. 
Since  the  FRB  was  first  charged,  37 
years  ago,  with  responsibility  for  con- 
trolling stock-market  credit,  it  has 
found  it  appropriate  to  come  to  the 
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rescue  of  every  bear  market  except 
one  by  rescinding  part  or  all  of  the 
higher  requirement  imposed  during 
the  preceding  bull  market.  It  failed  to 
do  so  only  in  1966,  but  that  year's 
Ijear  market  was  arrested  and  re- 
versed when  the  Fed  engineered  an 
expansion  in  money  and  credit  at  a 
much  faster  clip  than  ever  before  or 
likely  to  be  seen  again.  In  the  more 
traditionally  moderate  monetary  cli- 
mate of  1970,  the  traditional  way  to 
resuscitate  a  crushed  speculative  spir- 
it seemed  indicated.  This,  the  FRB 
has  now  done. 

Remember  this,  the  cut  is  not  just 
first-aid  to  investors.  It  also  makes 
very  good  sense  on  straight  economic 
grounds.  I  sa\-  this  because  a  substan- 
tial part  of  this  \  ear's  record  volume  of 
new  corporate  bond  and  stock  issues  is 
being  offered  to  raise  mone\  with 
which  to  repa\  fund  short-term  bank 
loans  and  so  to  improve  balance-sheet 
liquidity.  This  means  that  proceeds 
from  the  sale  of  new  securities  will 
tend  to  diminish  the  demand  for  bank 
credit  at  preciseK  a  time  when  FRB 
monetary  policy  works  to  expand  the 
banks'  capacity  to  lend  and  invest.  Un- 
der such  circumstances  it  would  be  on- 
ly logical  to  bring  into  play  a  mechan- 
ism that  can  close  the  circuit  b\  chan- 
neling some  of  the  new  credit  avail- 
ability into  the  capital  markets  which 
is  what  more  liberal  iTuirgiiis  will  do. 

Decisive  Secfor 

The  cut  of  15  percentage  points 
from  the  old  80%  requirement  adds 
some  $2.5  billion  in  new  borrowing 
power  to  the  margin  accounts  of 
NYSE  member  firms'  clients.  That 
equals  about  one-half  of  the  estimated 
net  new  stock  financing  to  be  done  be- 
tween now  and  yearend.  This  will  cer- 
tainly be  instrumental  in  tilting  sup- 
pl\-demand  relationships  on  the  stock 
market's  non-institutional  sector  in 
favor  of  a  rising  general  stock-price 
trend.  This  sector  could  be  the  deci- 
sive one  right  now  because  net  stock 
purchases  by  institutional  investors 
this  year  are,  in  any  case,  fikely  to  ex- 
ceed net  new  stock  issues  b\  a  wide 
margin,  as  they  have  done  in  all  years 
since  1957.  In  short,  investors  can  buy 
stock  more  readily  with  borrowed 
money.  They  will  not  have  to  dump 
other  securities  to  raise  the  cash. 

No  matter  how  I  look  at  it,  I  can 
not  escape  the  conclusion  that  the 
radical  bears  have  to  rest  their  case 
on  largely  emotional  premises.  I  do 
not  think  that  the  rally  which  fol- 
lowed the  margin  changes  will  be  a 
short-lived  one.  After  all,  stock  prices 
have  been  deflated  more  than  any  oth- 
er major  area  of  the  economy  and 
money  and  credit  reflation  are  official- 
ly under  way.  ■ 
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Lacking 
leverage 
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Think  [^^ 

Pigs  are  beautiful  —  particularly  in  terms  of  futures  contracts  for  pork  bellies. 
This  dynamic  approach  to  commodity  trading  offers  maximum  leverage  at 
margins  of  only  5-10%.  Traded  on  a  strictly  governed  exchange,  pork  belly 
futures  are  relatively  unaffected  by  government  controls,  world  conditions, 
weather,  and  monetary  crises.  We  are  uniquely  qualified  in  this  field  because 
we  are  the  only  traders  that  operate  slaughter  houses  and  processing  plants. 
Every  day  we  talk  to  farmers,  hog  dealers,  cash  belly  brokers,  bacon  proces- 
sors, freezers,  and  other  packers.  This  know-how  aids  us  in  determining  the 
market-pulse  for  our  clients.  Personally  managed  accounts  are  our  specialty. 
Phone  or  write  to  Jack  Waldock  today. 

WALDOCK  COMMODITY  CORP. 

Associated  with  B.J.  Lind  &  Co. 

Waldock  Investment  Center  •  Sandusky,  Ohio  44870  •  (419)  626-1978 


WHY  GIVE  US 

PERMISSION 

TO  BUY  AND  SELL 

WITHOUT 

YOUR  PERMISSION? 

Because  we  specialize  in  managing  personal 
investment  accounts  of  $5,000  or  more  for  aggres- 
sive capital  growth  for  investors  who  appreciate 
the  risks  and  rewards  of  a  common  stock  portfolio. 
You  own  the  stocks  -  the  account  is  in  your  name 
with  your  broker.  But  we  do  all  the  buying  and 
selling  -  we  have  a  full-time  staff  of  experienced 
market  analysts  assisted  by  continual  research  and 
computer  data.  If  that  makes  sense  to  you,  give  us 
permission  to  send  you  our  32-page  booklet 
"Declare  Your  Own  Dividends"  forfurther 
explanation. 


INVESTMENT 
MANA3EMENT 


SPEAR&STAFRINC. 

Investment  Management  Division    Depl.  MF-515 
Babson  Park,  Mass.  02157 

Please  send  me  a  complimentary  copy  of 
"Declare  Your  Own  Dividends."  Confidentially, 
my  account  would  amount  to  about  $ 


Name_ 


Address- 


.  State. 


-Zip_ 
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Wiiliam  Blair  &  Company 

is  the  new  investment  adviser  to 

Growth  Industry  snares 


a  no-load  mutual  lund 


I  investing  in  companies  carefully  selected  | 
for  long-term  growtli  possibilities 


For  GIS  prospectus  man  coupon 


Growth  Industry  Shares,  Inc.,  Rm.  1018 
6  N.  Michigan  Ave.,  Chicago,  ill.  60602 


Name. 


Address- 
City 


_State_ 


_Zip_ 


Consecutive  dividend 
payments  since  1937 

Panhandle 
Eastern 

Pipe  Line  Company 
Houston,  Texas 

Quarterly  Dividend 
400  per  Common  Share 

Payable  June  15, 1970 
Record  May  29, 1970 
Declared  April  22, 1970 

Cyril  J.  Smith 
Secretary 


LOW  TURNOVER 

Ten  national  electronics 
firms  in  Utah  report  only  from 
1.7%  to  4%  labor  turnover. 


COLO        UTAH 

POWER 

&  LIGHT 

CO. 

A  Growing  Company 
in  the  Growing  West 


STOCK  TRENDS 

By  Myron  Simons 


Christmas  Shopping  In  May? 


wi^ 


When  do  you  do  your  Christmas 
shopping?  If  you're  like  most  of  us, 
you  wait  until  the  holiday  mood  really 
overwhelms  you,  and  you  go  elbowing 
through  the  crowds  picking  over  the 
things  that  are  still  left.  It  would  be 
much  smarter  to  buy  ahead  of  time 
when  the  stores  are  relatively  empty, 
and  when  you  might  even  get  in  on 
some  sales.  The  same  is  true  for  the 
stock  market.  Throughout  the  post 
World  War  II  period,  the  best  times 
to  invest  were  when  most  people  were 
scared  silly.  Like  we're  scared  silly 
now  by  the  international  crisis,  by 
bad  earnings,  by  whiffs  of  scandal  in 
Wall  Street.  Unfortunately  most  of  us 
like  to  buy  when  the  market  is  boom- 
ing, just  as  we  go  Christmas  shopping 
in  the  middle  of  the  rush. 

I  admit  that  it  takes  courage  to  buy 
at  times  like  these,  because  the  things 
that  triggered  the  bear  market  are 
usually  still  frighteningly  present. 

They  are  in  the  newspapers  and  all 
around  us.  The  question  is:  Have 
these  negative  forces  lost  their  sting?  I 
think  they  have.  Here's  why:  1)  The 
major  forces  governing  the  economy 
are  pushing  forwards,  not  backwards 
—in  spite  of  the  Government's  efforts  at 
restraint.  2)  There  are  large  numbers 
of  stocks  selling  at  real  bargain  levels; 
by  "bargain  levels"  I  mean  that  even  a 
modest  market  recovery  ought  to  pro- 
duce substantial  gains  in  them.  3) 
Last  week's  cut  in  margin  requirements 
was  further  evidence  that  the  Admin- 
istration is  not  going  to  let  things  get 
out  of  hand;  and  the  enthusiastic  rally 
that  greeted  the  news  indicates  how 
anxious  the  market  is  to  go  up  on 
good   news. 

I  feel  that  the  main  thing  holding 
the  market  back  has  been  prospects  of 
miserable  earnings  for  many  compa- 
nies in  the  first  half  of  1970.  But  don't 
ever  forget  this:  Most  of  you  don't 
buy  stocks  today  to  sell  tomorrow; 
you  expect  to  hold  them  for  six  months 
or  so.  What  counts  is  not  the  com- 
pany's prospects  right  now,  but  what 
they're  likely  to  be  six  months  or  so 
from  now.  My  guess  is  that  in  six 
months  prospects  will  look  a  lot 
brighter.  But  by  then  prices  could 
be  a  good  deal  higher,  too.  What  I  am 
saying  is  I  think  the  market  has  far 
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overdiscounted  what  will  probably  be 
a' short-term  earnings  slump. 

That's  one  of  the  pecuhar  things 
about  today's  market:  the  intense  em- 
phasis on  short-term  earnings,  the  vio- 
lence of  the  reaction  to  lower  earnings 
for  even  one  quarter.  Maybe  it  stems 
from  the  attitude  toward  the  relatively 
small  growth  companies  which  com- 
mand very  high  price/earnings  multi- 
ples. Even  a  small  faltering  step  in 
these  companies  can  indicate  future 
problems,  and  a  stock  with  problems 
ahead  doesn't  deserve  a  high  P/E 
multiple.  But  the  extension  of  this  log- 
ic to  large  companies  with  solid  busi- 
nesses and  adequate  financial  re- 
sources is  hard  to  justify.  After  all,  you 
buy  a  stock  for  its  potential  earnings 
in  the  future.  It  is  foohsh  to  sell  a 
stock  because  of  a  quarter  of  poor 
earnings  resulting  from  unusual  events. 

Look  fo  the  Future 

Sometimes  it  helps  to  understand 
these  things  through  a  simple  analogy. 
Suppose  you  own  a  grocery  store  and 
earnings  for  three  to  six  months  sud- 
denly went  down  because  people  with 
money  to  spend  were  moving  out  of 
the  neighborhood;  obviously  your  busi- 
ness would  be  worth  considerably  less. 
But  suppose  the  reason  people  were 
moving  out  was  that  a  number  of  old 
buildings  had  been  torn  down  to  make 
way  for  a  huge  new  housing  develop- 
ment. In  that  case  you  wouldn't  sell  at 
a  lower  price,  probably  you  would 
want  a  higher  price,  one  that  would 
emphasize  future  potential. 

To  be  logical,  the  stock  market,  too, 
should  regard  temporarily  lower  earn- 
ings as  less  important  than  the  poten- 
tial. And  that's  what  it  usually  does;  it 
discounts  the  future,  not  the  present. 

Take  the  1966  bear  market.  The 
Dow-Jones  industrial  average  made  its 
all-time  high  of  almost  1000  in  the 
early  winter  of  1966,  just  after  posting 
quarterly  earnings  of  $53.67.  It  then 
slid  225  points  to  774.22  on  Sept.  30, 
1966,  even  though  quarterly  earnings 
had  risen  to  $57.36.  The  decline  oc- 
curred in  the  face  of  higher  earnings 
because  of  expectations  of  lower  cor- 
porate profits.  The  market  was  capi- 
talizing the  expected  near  future,  not 
the  present;  and,  sure  enough,  by  the 
third  quarter  of  1967,  the  Dow-Jones 
earnings  had  gone  down  about  8%  to 
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$52.73.  But  the  stock  market  was  al- 
ready anticipating  excellent  future  po- 
tential and  b>  Sept.  30,  1967,  the 
DJI  came  back  152  points  to  826.66- 
in  the  face  of  the  decline  of  earnings. 
If  1970*s  market  duphcates  the 
1966-1967  one  by  rising  in  the  face  of 
lower  earnings,  there  should  be  a  num- 
ber of  interesting  stocks  to  bu\ .  Here 
are  a  few  ideas. 

Buy  Before  the  Rush 

Pollution  control  is  an  industr\' 
which  should  begin  to  expand  right 
away  and  keep  growing  for  \ears  to 
come.  There  are  man\  companies  al- 
ready in  the  industry,  and  even  more 
will  enter  it.  Universal  Oil  Proditcts 
should  benefit  from  the  trend  to  lead- 
free  gasoline.  Wheelabrator  and  Re- 
search-Cottrell  are  leaders  in  control 
of  air  pollution.  General  Signal  is  in- 
volved in  environmental  and  industrial 
process  control  equipment  as  well  as 
rail  and  rapid  transit  controls. 

The  sup;  liers  of  industrial  gases 
have  been  going  through  a  period  of 
price  cutting,  with  big  growth  in  unit 
sales  but  little  earnings  progress.  This 
stemmed  primarily  from  excess  capac- 
ity generated  in  the  mid-Sixties  as  the 
introduction  of  the  basic  oxygen  fur- 
nace stimulated  construction  of  onsite 
oxygen  plants.  With  the  growth  in 
demand  for  oxygen,  the  major  product 
in  this  area,  and  new  uses  for  other 
gases  such  as  nitrogen,  hydrogen, 
argon,  krypton  and  helium  coming  to 
the  fore,  it  appears  the  industrial  gas 
group  can  begin  to  get  going  again  in 
the  1970s.  The  industry  may  also  find 
new  uses  for  oxygen.  For  example,  it 
has  been  tested— successfully— in  reduc- 
ing water  pollution  from  sewage.  Ma- 
jor factors  in  the  industry  are:  Air 
Froducis,  Air  Reduction,  Chemetron. 

The  large  wage  increases  now  being 
won  by  labor,  added  to  higher  Social 
Security  benefits  and  lower  taxes, 
should  create  a  large  How  of  con- 
sumer spending.  The  housewife  can 
be  expected  to  be  more  generous  with 
her  food  budget.  This  should  benefit 
the  supermarkets.  Pueblo  Supermar- 
'  kets  and  Stop  &  Shop  are  good  grow- 
ing companies  in  the  field. 

Elections  are  coming  this  Novem- 
ber. Two  of  the  most  important  public 
issues  are  almost  sure  to  be  the  lack 
of  housing  and  the  sad  state  of  com- 
muter transportation.  Jim  Walter  cov- 
ers the  field,  from  shell  homes  and 
pipe  to  stone  and  concrete  products. 
Pullman,  Amsted  and  General  Steel 
should  benefit  from  any  drive  to  im- 
prove mass  transit. 

The  point  is  that  now  is  the  time  to 
make  out  your  shopping  list.  Of  course, 
you  can  wait  until  enthusiasm  once 
more  prevails  in  Wall  Street.  You  may 
sleep  better,  but  you'll  pay  more.  ■ 


a  time  for  ■ 

investment 
review 


Have  you  considered  the  advantages  of  a  profes- 
sional review  by  progressive  investment  counsel  of 
the  investment  results  in  your  employee  benefit 
funds? 

With  headquarters  in  Baltimore,  T.  Rowe  Price 
and  Associates,  Inc.  serves  a  nationwide  clientele 
of  institutional  investors. 

Featuring  Growth  Stocks,  we  offer  investment 
management  specifically  geared  to  the  needs  of 
employee  benefit  funds  whose  trustees  seek  above 
average  results. 

For  information,  write  or  call  William  B.  Thompson, 
(301)539-1992. 

o/  ^yww€  ^ice  a^f/j^jUio<m/ed,  urn, 


One  Charles  Center 


Baltimore,  Maryland  21201 


R.  J.  REYNOLDS 
TOBACCO  COMPANY 

QUARTERLY  DIVIDEND 

A  quarterly  dividend  of  60*  per  share  has  been  de- 
clared on  the  Common  Stock  of  the  Company,  pay- 
able June  5,  1970  to  stockholders  of  record  at  the 
close  of  business  May  8,  1970. 

WILLIAM  R.  LYBROOK. 
V/ce  President  and  Secretary 
Winston-Salem,  N.  C. 
April  16.  1970 
Seventy  Consecutive  Years  of  Cash  Dividend  Payments 

R.  J.  REYNOLDS  TOBACCO  COMPANY 

AND  SUBSIDIARIES 

TOBACCO  PRODUCTS  •  FOOD  PRODUCTS  •  FRUIT  JUICE  BEVERAGES 

INDUSTRIAL  CORN  PRODUCTS    •    ALUMINUM  PRODUCTS    •    PACKAGING  MATERIALS 

CONTAINERIZED  FREIGHT  TRANSPORTATION 


MANAGED  ACCOUNTS 

We  specialize  in  the  supervision  of  com- 
modity futures  trading  accounts  on  an 
individual  basis.  Min.  deposit  requirement 
$2,500.  Write  for  offering  circular  F-1. 
COMMODITY  MICROANALYSIS,  INC. 
One    Investment    Place,    Baltimore,    Md.    21204 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  partner 

JOHN  W.  SCHULZ 


A 


ABRAHAM  &CO. 

Members  New  York  Stocl<  Exchange 

and  other  leading  Exchanges 

120  Broadway.  New  York,  N.  Y.  10005 
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4S7tlt  nivldend 

Pullman 
Incorporated 

Quarterly  Cash  Dividends 

Consecutively  Paid 

For  102  Years 

A  quarterly  dividend  of  sev- 
enty cents  (70^')  a  share  will 
be  paid  on  June  12,  1970, 
to  stockholders  of  record 
May  15,  1970. 

W.  IRVING  OSBORNE,  JR. 
Chairman  and  President 

Divisions 
Transportation  Equipment 

Pullman-Standard 
Trailmobile 
Transport  Leasing 
Engineering/Construction 
The  M.  W.  Kellogg  Company 
Swindell-Dressier  Company 

Principal  Subsidiaries 

The  Canadian  Kellogg 

Company,  Limited 
Kellogg  International  Corp. 
Trailmobile  Finance  Company 
Canadian  Trailmobile  Limited 
Empresas  Tecnicas  Asociadas 

Pullman,  S.A.  (Mexico) 
Unimation,  Inc. 
Berry  Metal  Company 
Aloe  Coal  Company 


DIVIDEND  NOTICE 

More  than  800,000  owners  of 
Standard  Oil  Company  (New 
Jersey)  will  share  in  the  earn- 
ings of  the  Company  by  a  divi- 
dend of  90^  per  share  declared 
April  30,  1970  and  payable  June 
10,  1970  to  shareholders  of  rec- 
ord May  13, 1970. 

1970  is  the  88th  consecutive 
year  in  which  cash  dividends 
have  been  paid. 

Standard  Oil  Company 

(New  Jersey) 
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The  man  xwhose 
job  you  >want 
reads  FORBES 
Magazine 

Forbes:  capitalist  tool 


THE  MARKET  OUTLOOK 

By  Sidney  B.  Lurie 


A  Drawn-Out  Period 


In  past  columns  I've  stressed  an  in- 
terest in  the  so-called  classical  com- 
panies in  traditional  industries.  Not 
just  because  they  were  the  least  ex- 
ploited areas  of  the  marketplace,  but 
because  this  type  of  issue,  by  and 
large,  has  been  in  tune  with  1970 
earnings  possibilities  and  basic  hard- 
core earning  power.  I  still  feel  that 
this  area  of  the  marketplace,  rather 
than  last  year's  glamour  favorites,  will 
be  in  the  forefront  of  investor  atten- 
tion. The  backbone  companies  are  the 
chief  beneficiaries  of  the  factors  that 
can  make  for  a  reversal  of  the  over- 
all trend,  such  as  an  upturn  in  the 
business  cycle.  The  once-bitten,  twice- 
shy  buyer  may  want  the  inherent  sta- 
bility that  generally  comes  with  big 
capitalization  companies  rather  than 
the  volatihty  that  can  often  be  found 
in  lesser-known  companies. 

In  my  opinion,  U.S.  Phjwood- 
Champion  Papers  (selling  around  25, 
with  a  1968-70  range  of  42-22,  pay- 
ing 84  cents)  is  an  excellent  illustra- 
tion of  the  point.  For  one  thing,  I 
believe  each  of  succeeding  quarters 
will  be  better  than  the  March  quarter 
profit  of  25  cents  per  share,  which 
compared  with  50  cents  a  year  ago 
(when  wood  prices  were  at  an  all- 
time  peak).  Secondly,  the  company 
will  be  a  prime  beneficiary  of  the  in- 
evitable building  boom,  plus  the  ris- 
ing trend  of  family  formations.  Not 
just  via  its  plywood  operation,  which 
contributed  64%  of  last  year's  gross  op- 
erating profit,  but  via  furniture  and 
carpeting  divisions,  which  contributed 
17%  of  operating  earnings.  With  ply- 
wood prices  now  above  the  winter 
lows  and  residential  building  starts 
turning  upward,  I  consider  the  outlook 
for  this  "swing  area"  of  the  business 
more  promising  than  it  has  been  in 
the  last  12  months. 

Meanwhile,  the  paper  division, 
which  contributed  33%  of  operating 
profits  before  corporate  overhead,  has 
the  prospect  of  even  better  results  this 
year  than  last.  The  bulk  of  this  divi- 
sion's operational  problems  are  past 
history,  demand  is  strong,  and  new  ca- 
pacity will  be  on  stream  later  in  the 
year.  With  its  financial  position  satis- 
factory, I  think  U.S.  Plywood  is  a  com- 
fortable stock  to  own,   even  though 

Mr.  Lurle  is  a  partner  in  llie  New  York  Stock  Ex- 
change firm  of  Josephthal  &  Co. 


its  earnings  for  the  full  year  prob- 
ably will  fall  short  of  last  year's  $1.98 
per-share  profit. 

As  I  view  it,  the  change  in  the 
stock  market's  mood  during  the  sec- 
ond half  of  April,  and  especially  the 
sharp  market  drop  at  the  end  of  the 
month,  is  more  than  the  end  result  of 
the  mini-recession.  Rather,  it  reflects 
renewed  awareness  of  the  subtle  or 
background  forces  that  have  been 
present  for  some  time  but  whose  price 
impact  varies  with  psychology.  Illus- 
trative of  the  point,  there  is  nothing 
new  to  the  fact  that  the  bond  market 
is  a  serious  competitor  for  capital  that 
previously  had  been  committed  to 
equity  ownership.  Similarly,  it  has 
been  obvious  for  some  time  that  in- 
dustry's need  to  rebuild  its  liquidity  is 
resulting  in  a  new  financing  boom  that 
has  changed  the  stock  market's  sup- 
ply/demand equation.  So  is  the  fact 
that  the  market  lacks  a  broad  sense  of 
forward  momentum,  that  this  is  a  pe- 
riod in  which  past  speculative  ex- 
cesses are  being  liquidated.  And  there 
have  been  many  excesses,  ranging 
from  ill-founded  vogues  in  certain 
areas,  to  excessive  premiums,  to  a  sup- 
posedly assured  growth. 

A  Return  to  Realities 

These,  in  my  opinion,  are  some  of 
the  forces  at  work  which  make  this 
phase  of  markets  difl^erent  in  many 
important  respects  from  past  years. 
The  net  result  of  all  this,  as  I  have 
noted  in  previous  columns,  is  that  the 
eventual  recovery  will  be  slower  than 
in,  say,  1962  or  1966-and  it  is  likely 
to  be  in  the  fomi  of  an  extended  broad 
trading  range  rather  than  a  "V"  for- 
mation. It  will  be  accompanied  by 
new  concepts,  a  new  approach,  a  re- 
turn to  investment  realities  rather  than 
an  emphasis  on  instant  perfomiance. 
But  even  this  isn't  "news"  as  such;  it 
has  already  had  an  impact  on  security 
buying  attitudes  and  prices.  In  other 
words,  the  blanket  statement  that  a 
speculative  boom  is  being  unwound 
can  obscure  the  fact  that  the  correc- 
tive process  is  already  an  established 
fact.  Erosion  has  already  occurred, 
and  a  once-established  trend  doesn't 
last  forever. 

My  point  is  that  an  emphasis  solely 
on  that  which  is  new  in  today's  market 
environment  can  obscure  the  signifi- 
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cant  fact  that  it  also  contains  some- 
thing "old"  in  the  form  of  human  na- 
ture which  tends  to  repeat  itself.  The 
environment  seems  more  indicative  of 
an  approaching  end  than  the  begin- 
ning of  a  new  phase  of  liquidations. 
Illustrative  of  the  point,  the  unwind- 
ing of  glamour  stock  prices  is  remi- 
niscent of  the  pattern  witnessed  in 
the  1962  bottoming-out  area.  So  is  the 
increase  in  odd  lot  short-selling;  the 
heavy  odd  lot,  on  balance,  selling;  the 
overall  speculative  defeatism. 

A  Crucial  Second  Half 

The  question  of  what  will  make  for 
a  truly  major  change  in  the  stock  price 
pattern  is  something  else  again.  In 
this  connection,  I  believe  that  the 
requisite  for  greater  confidence  in  the 
shape  of  things  to  come  is  related  to 
developments  in  two  areas:  a  turn  in 
the  inflationary  tide,  and  more  assur- 
ance that  the  business  trend  will  im- 
prove in  the  second  half.  Apropos  the 
former,  the  headlines  regarding  new 
wage  demands  color  the  fact  that  the 
advances  in  the  consumer  price  index, 
in  wholesale  prices  and  industrial  raw 
materials,  have  slowed.  In  other  words, 
although  inflationary  pressures  un- 
questionably remain  high,  there  are 
encouraging  beneath-the-surface  signs 
that  some  of  the  steam  is  going  out  of 
the  boiler.  In  turn,  this  means  that 
the  change  in  Federal  Reserve  Board 
credit  policy  in  the  direction  of  ease 
should  have  greater  permanence  than 
is  now  generally  feared. 

Apropos  the  latter,  I  believe  that 
the  evidence  still  points  to  a  moder- 
ate upturn  in  business  activity  in  the 
second  half.  If  this  occurs,  the  low 
point  in  corporate  profits  is  probably 
being  witnessed  right  now.  Granted 
that  a  profit-margin  squeeze  is  obvi- 
ous, the  cost-cutting  moves  being  tak- 
en today  will  be  reflected  in  better 
margins  later— if  the  gross  volume  of 
business  increases.  Ours  is  a  mass-pro- 
duction economy  and  the  pretax 
profits  improvement  in  the  recovery 
years  following  past  recessions  has 
been  in  the  area  of  25%.  Interestingly, 
managements  of  a  number  of  compa- 
nies whose  first-quarter  earnings  were 
down  are  on  record  with  a  forecast  of 
a  better  second  half. 

On  longer  view,  market  history  in- 
dicates it's  usually  more  advisable  to 
wait  for  a  major  new  trend  to  be  es- 
tablished than  it  is  to  anticipate  a 
change  in  direction.  This  because  bot- 
toming-out areas  are  always  accom- 
panied by  a  drawn-out  period  in 
which  a  new  balance  is  estabhshed. 
With  the  two  factors  on  which  the  fu- 
ture depends  requiring  confirming  ev- 
idence of  the  hopeful  view  I  expressed 
above,  the  probabilities  are  that  his- 
tory will  repeat  itself.  ■ 
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259th  common  DIVIDEND 

A  regular  dividend  of  Fifty-two  and  One- 
half  Cents  (SlVi^)  per  share  has  been 
declared  upon  the  Common  Stock  of 
American  Brands,  Inc.,  payable  in  cash  on 
June  1,  1970,  to  stockholders  of  record  at 
the  close  of  business  May  8,  1970.  Checks 
will  be  mailed. 

C.  A.  Memos,  Vice  President  and  Treasurer 

April  2 8,  J 970 
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What  Is  The  Potential  For 

A.  T.  8  T.  WARRANTS? 

In  a  comprehensive  and  explicit  Report  on  A.T.&T. 
Warrants,  Sidney  Fried,  a  noted  authority  in  the 
Warrants  field  for  more  than  20  years,  answers 
the  questions:  Is  A.T.&T.  a  staid  "widows  and 
orphans"  stock,  or  Is  It  now  actually  an  exciting 
growth  company  with  large  potential?  And  are  the 
new  A.T.&T.  Warrants  merely  a  good  opportunity, 
or  are   they   potentially  a   superb  opportunity? 

The  Report  thoroughly  describes  the  Warrants, 
spelling  out  how  the  new  A.T.&T.  Warrants  can 
produce  leveraged  profit  for  any  upside  move  of 
A.T.&T.  common.  Downside  risks  are  also  ex- 
amined, and  weighing  potential  gain  against  po- 
tential risk,  Mr.  Fried  comes  up  with  a  recom- 
mendation you  will  not  want  to  miss.  Sidney 
Fried's  masterful  analysis  of  A.T.&T.  common  stock 
Itself    Is   completely   deserving   of   your   attention. 

Since  1952,  Sidney  Fried  has  edited  our 
R.H.M.  Warrant  &  Stock  Survey,  evaluating  first 
dozens,  then  hundreds  of  Warrants  in  every  Issue. 
Today,  our  Survey  covers  254  Warrants  on  a 
weekly  basis.  Including  such  top  companies  as 
AMK,  Atlantic  Richfield  Oil,  Avco,  Gulf  &  Western, 
Hilton  Hotels,  Ling-Temco,  Loew's,  Tenneco,  and 
many  others,  and  we  will  send  along  with  the 
"Report  on  A.T.&T.  Warrants",  full  statistical  in- 
formation on  all  these  254  Warrants.  We  will  also 
thoroughly  outline  a  method  by  which  you  can  prof- 
It  from  the  hundreds  of  Warrants  currently  trading. 

This  entire  package  will  be  sent  to  you  by  re- 
turn  first   class   mall    for   only   $2. 
and    In    addition    to    Its    immediate 
value    for   you,    will    Introduce   you 
to  our  services. 

Send    $2    today    to    Warrants, 


D«pt.  F-800, 


R.H.M.  Associates,  220  Fifth  Ave.,  N.Y.,  N.Y.  10001. 


^Mft.  '"Vestments  Geared  to  America's  Future 

%  JOHNSTON 

MUTUAL  FUND 

for  investors  seeking  possible  growth 
of  capital  and  income 

A  NO-LOAD  FUND 

No  Redemption  Charge 
Systematic  Investment  Plan 

NO  SALES  CHARGE 

Self-Employed  Retirement  Plan 
Available   (Keogh  Act) 

Mail  Today  For  Free  Prospectus 


The  Johnston  Mutual  Fund,  Inc. 
460  Park  Ave.,  N.Y.C.  10022    Dept.  C 
Phone:  (212)  679-2700 

NAME  


ADDRESS . 
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The  Funds 


Reluctant  Investors 


The  Japanese  government  has 
handed  the  U.S.  stock  market  a  lit- 
tle something  it  can  certainly  use: 
$100  million  in  new  money.  In 
March  Tokyo  agreed  to  let  its  four 
leading  investment  trusts,  which  are 
akin  to  American  mutual  funds, 
have  that  many  dollars  to  invest  in 
the  New  York  market;  until  now 
the  Japanese  could  not  get  dollars 
for  buying  U.S.  stocks. 

As  for  the  Japanese  trusts  them- 
selves, they  were  put  into  a  kind  of 
dilemma.  They  had  been  pleading 
for  the  right  to  buy  U.S.  stocks  for 
their  customers.  The  only  problem 
is  that  the  right  was  given  to  them 
at  a  time  when  the  U.S.  market  is 
plunging,  and  investors  all  over  the 
world  are  nervous. 

However,  the  Japanese  govern- 
ment didn't  simply  give  the  trusts 
permission;  it  strongly  hinted  where 
to  put  the  money.  The  reasons  are 
clear:  Japan  is  piling  up  foreign  ex- 
change at  a  tremendous  rate  (to  a 
Mar.  31  total  of  $3.9  billion),  as  the 
result  of  a  big  trade  surplus  and  an 
influx  of  foreign  money  into  the  Jap- 
anese stock  market. 

Japan's  trading  partners  are  get- 
ting a  little  miffed  about  it;  they 
suspect  that  one  reason  for  Japan's 


riches  is  that  Japan  is  more  inter- 
ested in  other  countries  practicing 
free  trade  than  in  doing  so  itself. 
So,  the  stock-market  money  is  a 
kind  of  .sop  to  the  U.S.  and  the 
other  countries  whose  currency  Ja- 
pan has  been  stockpiling.  In  allow- 
ing Japanese  to  buy  U.S.  stocks, 
Japan  simply  is  letting  a  small  part 
of  the  reserves  flow  out,  even  con- 
sidering that  the  trusts  expect  the 
number  of  dollars  they  can  invest 
soon  will  be  increased  to  as  much 
as  $500  million  and  Japanese  life- 
insurance  companies  expect  to  get 
the  right  to  spend  another  $100  mil- 
lion in  the  U.S.  market. 

But  for  now,  the  Big  Four  trusts 
—Nomura,  Nikko,  Daiwa  and  Yam- 
aichi— armed  with  the  investment 
authority  they  had  been  seeking  for 
a  year— are  only  putting  the  $100 
million  to  work  in  dribs  and  drabs. 
Perhaps  only  $5  million  or  $6  mil- 
lion has  been  invested  so  far. 

Befter   later? 

"We  spent  less  than  $1  million," 
says  Toshio  Mori,  assistant  manager 
in  New  York  for  Nikko  Securities 
Co.  International  Inc.,  the  U.S.  sub- 
sidiary of  the  Nikko  funds'  distribu- 
tor. The  trust  was  authorized  to  in- 
vest $16  million  initially.  There  was 
a  practical  consideration:  "The  lib- 
eralization came  so  suddenly,"  says 


Mori,  "we  only  had  two  weeks  to 
decide  which  stocks  to  buy."  But 
then  he  gives  the  big  reason:  "We 
think  the  market  may  decline  far-' 
ther  and  a  good  chance  to  buy  will 
come  later." 

In  what  few  stocks  they  have 
bought,  the  Japanese  are  playing  it 
safe.  "We  bought  mostly  blue  chips 
and  utilities  and  consumer-spend- 
ing-related  issues,"  says  Mori.  "Utili- 
ties are  very  interest-rate  sensitive 
and  we  see  lower  interest  rates  and 
higher  utility-stock  prices.  Even 
though  the  government  is  restrict- 
ing the  U.S.  economy,  consumers 
will  spend." 

The  trusts  have  another  reason 
for  sticking  to  well-known  names. 
"We  bought  International  Business 
Machines,"  says  Mori,  "first,  to  par- 
ticipate in  the  company's  growth. 
But  we  also  bought  IBM  because  it 
is  so  famous  among  the  Japanese 
people.  Our  salesmen  can  say,  'This 
fund  has  IBM!'  That's  very  good 
sales  propaganda,  right?" 

In  a  way,  the  Japanese  should  be 
happy.  They're  getting  a  chance  to 
buy  U.S.  stocks  when  they're  way 
down;  isn't  that  better  than  buying 
at  the  top?  Theoretically,  yes.  But 
that's  the  irony  of  investing:  Peo- 
ple only  want  to  buy  when  things 
are  going  up,  not  when  they  are  on 
the  way  down.  ■ 


Liquidity  Crisis 


"The  liquidity  of  the  country  has 
been  dissipated.  Your  liquidity  ra- 
tios are  back  where  they  were  in 
1929.  This  is  kind  of  scary."  What 
prophet  of  doom  is  this?  He's 
Thomas  N.  Mathers,  president  of 
Mathers  Fund,  a  smallish  ($47-mil- 
lion  assets)  fund  out  of  Chicago. 
This  is  no  way  to  sell  mutual-fund 
shares,  of  course,  saying  that  the 
country  is  so  far  in  debt  that  over 
the  next  few  years  there's  going  to 
be  a  scarcity  of  money  for  investing 
in  the  stock  market.  But  Tom 
Mathers  is  saying  it. 

Mathers,  56,  is  no  doomsayer  by 
trade  either.  His  fund  has  been 
among  the  hottest  around  in  recent 
years  (average  gain  in  each  of  the 
last  four  years:  28?,  including  a 
decline  of  just  6«  in  1969  us.  a  15% 
drop  in  the  Dow  Jones  industrial 
average)  and  his  success  has  come 
Irom  venturing  in  small  companies 
and  turnaround  situations. 


"We're  worried  about  1971-72," 
says  Mathers.  "The  valley  we're  all 
looking  across  may  turn  out  to  be 
wider  and  deeper  than  people 
think."  In  the  meantime?  "Right  at 
the  moment,  we  are  optimistic,"  he 
says.  "There  are  no  good  stories 
around,  which  probably  means  the 
market  is  at  its  bottom— we're  be- 
lievers in  the  theory  of  contrary 
opinion.  When  we  get  the  bad  first- 
quarter  earnings  reports  behind  us 
and  the  country  gets  convinced  that 
inflation  is  under  control,  you'll  get 
a  good  market.  We  think  it'll  add 
100  to  150  points  to  the  Dow 
Jones  industrial  average.  But  our 
optimism  doesn't  extend  beyond  the 
end  of  the  year." 

Is  Mathers  going  heavily  into 
cash,  then,  to  ride  out  the  storm 
he  sees  ahead?  No.  "About  18 
months  ago,"  he  says,  "we  started 
moving  toward  bigger  companies: 
Sterling  Drug,  Philip  Morris,  Time 


Inc.,  American  Telephone.  These 
were  companies  that  had  continued 
to  grow  very  well  and  their  price/ 
earnings  ratios  were  much  lower 
than  they  had  been  for  a  good 
many  years." 

Always  a  Buy 

So,  Mathers  isn't  trying  to  scare 
away  customers  after  all.  As  a 
disciple  of  contrary  opinion,  he's 
telling  them  that  there  are  good 
investments  around  in  an>'  kind  of 
market.  It's  just  harder  to  find  them 
when  the  going  gets  rough. 

They  may  be  the  right  stocks 
for  the  moment,  but  the  likes  of 
AT&T  do  look  odd  in  Mathers' 
portfolio.  "At  the  time  the  fund 
started  in  1965,"  he  says,  "the 
smaller  companies  were  some  of 
the  real  attractive  ones.  We  were 
lucky  and  got  into  some  real  good 
ones  like  NIcDonald's  and  Conti- 
nental Mortgage  Investors."  With' 
such  stocks,  Mathers  managed  a 
small  gain  in  1966  when  the  gen- 
eral market  declined.  Then  he  ran 
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Rich.   Prowess  in   shipbuilding  has  helped  Japan   earn  foreign   currency 
so  fasi  that  its  investment  trusts  are  being  urged  to  spend  some  of  it. 


up  89%  in  the  go-go  year  of  1967. 
"The  interesting  thing  about  1967," 
he  recalls,  "was  that  if  you  weren't 
invested  Jan.  1,  you  just  missed 
most  of  the  good  things  that  hap- 
pened that  year.  In  the  first  month 
of  the  year,  among  our  stocks,  Bur- 
roughs went  from  84  to  91,  Colt 
Industries  from  19  to  36,  Disney 
from  76  to  85,  Eastern  Air  Lines 
from  77  to  98,  American  Heritage 
from  10  to  16,  Ozite  from  22  to  32." 

For  a  fund  of  its  type,  Mathers 
Fund  has  a  rather  low  turnover, 
averaging  42%  a  year.  "If  I  remem- 
ber right,"  Mathers  goes  on,  "the 
only  short-term  profit  we've  taken 
was  in  Nationwide  Industries."  Lat- 
er, incidentally,  that  company  filed 
a  Chapter  XI  bankruptcy  petition. 

Nearly  every  hot  fund  has  had 
its  comeuppance,  of  course.  Has 
Mathers'  merely  been  delayed  by  a 
bit  of  luck?  "Ohhh,"  answers  Tom 
Mathers,  "I  don't  think  we're  any 
smarter  than  anybody  else.  Some- 
times you  can  come  up  with  pretty 
good  results  by  just  not  having  any 


real  big  losers.  We've  avoided  the 
big  booby  traps.  We  got  out  of 
National  Student  Marketing  with 
a  profit.  We  saw  Ozite  getting  com- 
petition [indoor-outdoor  carpeting] 
and  we  got  out.  Maine  Sugar  was 
a  terrific  turkey,  but  we  didn't  have 
much  of  it. 

"Basically,  we  buy  companies 
whose  earnings  growth  from  this 
point  on  is  not  totally  discounted 
by  price.  This  doesn't  always  mean 
a  low  P/E;  that's  a  relative  thing. 
We're  also  very  conscious  of  the 
downside  risk— maybe  some  people 
aren't.  If  a  stock  can  go  up  50%  or 
down  50%,  we  don't  have  any  in- 
terest in  it.  We  also  try  to  hold 
down  the  number  of  names  in  the 
portfolio  [29  at  last  count]." 

But  Mathers  himself  is  predict- 
ing a  market  where  it's  going  to  be 
tougher  and  tougher  to  pick  the 
right  stocks.  "The  whole  economy 
is  so  illiquid,"  he  says,  "where's  all 
the  capital  coming  from  to  make 
all  this  prosperity  that  we're  sup- 
posed to  get?"  ■ 


(Continued  from  page  46) 

The  Case  For  Lawyers 

Sir:  I  wish  to  voice  my  strong  objec- 
tion to  your  article  on  liability  lawsuits 
with  its  rabblerousing  title  of  "He's  In- 
sured-Sock  It  to  Him"  (Forbes,  Apr. 
15).  1  am  one  of  the  lawyers  who  has 
sued  companies,  doctors  and  hospitals. 
And  with  good  cause.  Many  accidents 
don't  just  happen.  They  are  caused  by 
companies  that  simply  don't  give  a  damn. 
Many  hospitals  and  physicians  are  ap- 
pallingly inefficient  and  indifferent. 

You  also  overlook  the  corrective  super- 
vision of  the  trial  and  appellate  judges. 
If  a  verdict  is  recovered  which  is  not 
justified  by  the  evidence,  the  trial  judge 
can  set  it  aside  and  dismiss  the  com- 
plaint. If  he  doesn't,  the  appeals  court 
can  do  so.  If  a  verdict  is  excessive,  the 
trial  and  appeals  courts  can  reduce  it, 
and  do  so  in  many,  many  cases. 

With  computers,  numerical  controls, 
optical  scanning  devices,  etc.  it  is  pos- 
sible to  have  non-destructive  inspection 
and  testing  of  products  on  the  assembly 
line  to  result  in  zero  defects.  If  compa- 
nies fail  to  utilize  all  the  wealth  of  test- 
ing materials  available  to  them  because 
of  inertia  or  indifference,  then  perhaps 
whopping  damage  suits  are  the  only  way 
to  shake  them  out  of  their  attitude. 

A  malpractice  suit  against  a  fellow 
professional  is  unpleasant— and  difficult  to 
win.  The  average  lawyer  investigates 
carefully  before  proceeding,  and  rejects 
the  great  majority  of  claims  that  are 
brought  to  him. 

—Sidney  K.  Margolis 
Bronx,  N.Y. 

The  Case  Against  Lawyers 

Sir:  Your  article  should  be  taken  to 
heart  by  the  legal  profession.  The  por- 
tion of  the  article  which  dealt  with  the 
lawyer's  case  is  very  indicative  of  their 
professional  reasoning  and  rationaliza- 
tion in  defense  of  legal  fees  they  charge. 
This  profession  is  the  only  one  in  the 
country  that  can  price-fix  its  fees  entire- 
ly, suppress  competition  among  its  own 
members,  meddle  in  every  other  business 
and  still  hold  itself  self-regulatary. 

—Robert  C.  Miller 
Mission,  Kan. 

Retire  Congressmen? 

Sir:  The  statement  by  Fred  Foy  in 
your  Apr.  15  issue:  "Ten  years  is  about 
the  limit  of  one  man's  useful  life  in  a  top 
business  job  .  .  ."  should  have  been  taken 
one  step  more  to  include  our  biggest 
businessmen— congressmen— and  propose 
two  terms  maximum.  Our  Congress  is 
probably  the  only  area  in  U.S.  business 
in  which  to  grow  powerful  a  man  has 
only  to  grow  old. 

—Beverly  Starnes 
Des  Plaines,  III. 

And  keep  getting  reelected— Eo. 
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Reynolds 

rests  its  case 

on  service 


Service  that  lets  us  say  more  than 
100,000  of  our  customers  have  been 
with  us  for  at  least  five  years. 

All  kinds  of  customers. 

From  retired  couples  we  rarely 
hear  from,  to  traders  we're  in  touch 
with  10  times  a  day. 

From  the  most  sophisticated  in- 
stitutions to  kids  with  custodian  ac- 
counts who  couldn't  care  less. 

From  stockholders  who  wouldn't 
miss  a  word  of  our  periodic  reports  to 
speculators  who  want  nothing  but  the 
latest  releases  from  our  Commodity 
Department. 

From  investors  primarily  inter- 
ested in  municipal  bonds  to  others  in 
mutual  funds. 

From  those  looking  for  short-term 
swings  to  those  aiming  at  long-term 
gains. 

From— well— w/jfl/ever  you  name 
to  whatever  you  name. 

If  it  involves  stocks,  bonds,  or 
commodities,  we'll  rest  our  case  on 
service. 

The  service  we  provide  for  you. 


Please  mail  me copies  of 

your  booklet  "Directing  Your 
Attention  to  Reynolds  &  Co."  that 
has  complete  details  on  your 
services  for  investors. 


F03 


Name 


Address 
City 


State 


Zip 


Telephone 


Reyholds  &  Co. 

*^  MEMBERS  NEW  YORK  STOCK  EXCHANGE 

AND  OTHER  LEADING  EXCHANGES 

120  Broadway,  New  York,  N.Y.  10005 
Offices  Coast  to  Coast 
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THOUGHTS . . . 


ON  THE 

BUSINESS  OF  LIFE 


One  discovers  a  friend  by  chance, 

and  cannot  but  feel  regret  that  20  or 

30  years  of  Hfe  may  have  been  spent 

without  the  least  knowledge  of  him. 

—Charles  Dudley  Warner 


A  friend  is  a  person  before  whom  I 
may  think  aloud. 

—Ralph  Waldo  Emerson 


Who  ceases   to  be  a   friend   never 
was  one.  —Greek  Proverb 


Let  honor  be   to   us   as   strong  an 
obligation   as   necessity   is    to   others. 

—Pliny 


We  must  love  men   ere   they  will 
seem  to  us  worthy  of  our  love. 

—Shakespeare 


To  be  happy,  you  must  learn  to  for- 
get yourself. 

—Edward  Bulwer-Lytton 


Without  constancy  there  is  neither 
love,  friendship  nor  virtue  in  the 
world.  —Joseph   Addison 


There  is  a  world  of  difference  be- 
tween the  mass  gregariousness  which 
has  for  so  long  been  the  admired  hall- 
mark of  American  "friendliness"  and 
the  real,  deep,  sustained  emotions  of 
friendship.  -Marya  Mannes 


A  friend   is,   as  it  were,   a  second 
self.  —Cicero 


We  get  ahead  ourselves  by  helping 
other  people  forward. 

—William  Feather 


B.  C.  FORBES 

Make  friends  and  you  will 
make  greater  progress.  Corpo- 
rations look  for  executives  who 
are  friendly  with  the  public, 
who  have  ivon  the  public's  con- 
fidence and  goodwill.  The  way 
to  make  a  true  friend  is  to  be 
one.  The  be.st  friendships  are 
born  of  unselfishne.'is.  Friend- 
ship implies  loyalty,  esteem,  cor- 
diality, sympathy,  affection, 
readiness  to  aid,  to  help,  to 
stick,  to  fight  for,  if  need  be. 
Friends  are  essential  to  success; 
they  are  still  more  essential  to 
happiness.  Therefore,  to  win 
place  and  power  and  honor  and 
happiness,  you  should  begin  by 
as.siduously  and  unselfishly  loin- 
ing  friends. 


The  man  or  woman  who  treasures 

his  friends  is  usually  solid  gold  himself. 

— Marjorie  Holmes 


If  there  is  any  great  secret  of  suc- 
cess in  life,  it  lies  in  the  ability  to  put 
yourself  in  the  other  person's  place 
and  to  see  things  from  his  point  of 
view— as  well  as  your  own. 

—Henry  Ford 


There  can  be  no  friendship  where 
there  is  no  freedom.  Friendship  loves 
"free  air,  and  will  not  be  penned  up  in 
straight  and  narrow  enclosures. 

—William  Penn 


All  men,  even  the  most  surly,  are  in- 
fluenced by  affection. 

—Samuel  Taylor  Coleridge 


An  acquaintance  that  begins  with  a 
compliment  is  sure  to  develop  into  a 
real  friendship.  —Oscar  Wilde 


Esteem  has  more  engaging  charms 
than  friendship,  or  even  love.  It  capti- 
vates hearts  better,  and  never  makes 
ingrates.         —Stanislaus  Leszcy'nski 


A  man  is  called  selfish,  not  for  pur- 
suing his  own  good,  but  for  neglect- 
ing his  neighbor's. 

—Richard  Whately 


A  brother  may  not  be  a  friend,  but 

a    friend   will    always   be   a   brother. 

—Benjamin  Franklin 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $6.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  (Sales 
tax:  New  York  State,  from  3%  to 
6%;  New  York  City,  6%.) 


It  is  more  shamolul  to  distrust  your 
friends  than  it  is  to  be  deceived  by 
them .  —La    Rochefoucauld 


Of  all  earthly  music,  that  which 
reaches  farthest  into  heaven  is  the 
beating  of  a  truly  loving  heart. 

— HiNHv  Ward  Beeciier 


A  Text . .  . 


Sent  in  bv  David  A.  Bruce.  Los 
Angeles.  Calif.  Wliat'.s  vour  fa- 
vorite text?  The  Forbes  Scrapbook 
of  Tboujjbts  on  the  Biisines.s  of 
Life  is  pre--ented  to  senders  of 
texts  used 


A  friend  loveth  at  all  times, 
brother  is  born  for  adversity. 
—Proverbs  17:17 


and  a 
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Can  the  Airlines 
Get  Airborne  Again 
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ive  us  4  weeks 
a  new  advertising 


Friendly  Reminders.  In  four  weeks  we 
can  do  something  about  those  plain,  drab 
paper  products,  you're  now  using. 

That's  all  it  takes  from  the  time  you  okay 
our  color  sketches  until  you  have  an  exciting 
printed  promotion  in  your  hands. 

Borrow  a  little  interest.  Bankers  and 
busineRsmen  take  note.  Just  look  what 

Fort  Howard  printed 
promotions 
can  do  for  you. 
Here's  an  idea 
that's  good  for 
any  businessman. 
Donate  napkins 
with  your  message 
to  local  civic 
organizations. 
If  you're  an  auto  dealer,  a  printed  napkin 
with  a  cup  oT  coffee  can  add  jusi  the  soft-sell 
you  need  at  model  introduction  time. 


Or  use  them  in  your  service  area.  Leave  o 
in  the  car  for  people  to  wipe  off  the  steering 
wheel— just  in  case  your  mechanic  forgot. 
The  cost  for  all  this  interest?  Really  very  low. 

Make  a  name  for  yourself.  Here's  how  to  be  i 
name-dropper  all  through 
dinner.  Order  your 
placemats,  napkins, 
coasters  or  beverage 
napkins  with  your  name 
or  design  on  them— 
just  like  you  would 
your  menu  cover. 

Looking  for  a  faster 
way  to  make  an 
impression?  Try 
our  stock  monogrammed 
table  service.  We'll  deliver  it  even  faster. 
Say,  ten  days. 

For  safety's  sake.  Safety  is  a  habit,  not  just' 
hard-hat.  So  why  not  make  it  a  habit  to 
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For  information  on  Virginia,  write; 

Mr.  Preston  T.  Holmes,  Dept.B, 

United  Virginia  Bankshares  Inc.. 

900  East  Main  Street,  Richmond, 

Virginia  23219. 


put  your  new  plant 

where  opportunity 

for  growth 

is  wide  open. 


United  Virg"nia  Bankshares 


THE  BANKS  WITH  OVERVIEW. 


We  see  Virginia  from  an 

unusual  perspective.  Our 

98  locations  give  us  a  great 

view  up  close.  So  we  see 
specific  advantages.  But  the 
big  picture  is  our  specialty. 
When  you  help  major  com- 
panies solve  their  financial 
problems  you  have  to  know 
about  distribution,  labor 
a\ailability  and  property 
values.  Virginia  has  a  lot  to 
offer.  Like  accessibility. 
Unspoiled  land,.peOple 
and  nature.  May  w6  show 
it  to  you  from  where  we 
see  it?  Farsightedly.  With 
an  overview. 
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Side  Lines 


The  Difference  Between 

p  and 

Back  when  mutual  funds  were  still  an  infant  business,  Forbes 
became  the  first  national  publication  to  begin  regular  coverage 
of  their  activities.  From  May  1,  1953,  every  single  issue  of 
Forbes  has  carried  a  column  entitled  The  Funds. 

Just  as  the  funds  themselves  were  pioneering  in  the  invest- 
ment field,  so  were  we  doing  some  pioneering,  because  in  those 
days  the  business  and  financial  press  paid  the  funds  scant  heed. 
By  and  large,  the  Wall  Street  establishment  didn't  like  them; 
they  were  potential  competition  for  the  small  and  medium  in- 
vestor. But  time  has  vindicated  both  our  conviction  and  our  ap- 
proach. Forbes  felt  the  funds  would  have  a  great  future. 

From  the  beginning,  Forbes'  coverage  emphasized  long- 
range  performance.  We  pointed  out  again  and  again  that  mu- 
tual funds  were  not  cheap  and  that,  therefore,  the  investor  was 
entitled  to  superior  management  performance.  This  may  sound 
like  simple  common  sense,  but  at  the  time,  many  fundmen  were 
outraged  that  we  would  talk  about  costs  and  about  perfor- 
mance. (In  those  days,  most  mutual  funds  didn't  sell  "perfor- 
mance." They  sold  a  "cross  section  of  American  industry.") 

In  1956,  three  years  later,  in  the  July  15  issue,  Forbes  ran 
its  first  mutual  fund  ratings.  We  were  filling  a  real  public  need, 
because  until  then,  most  businessmen  had  no  handy  way  of 
knowing  how  well  the  different  funds  were  performing— as 
against  the  market  as  a  whole  or  even  against  each  other. 
There  was,  of  course,  then  as  now,  the  excellent  Wiesenberger 
Investment  Co.  manual,  but  it  was  expensive  and  somewhat 
technical.  By  initiating  its  annual  ratings,  Forbes  was  again 
playing  a  part  in  the  healthy  development  of  the  funds. 

By  performance,  however,  the  editors  of  Forbes  meant 
something  rather  different  from  what  the  word  has  come  to  mean 
in  recent  years.  We  were  talking  about  performance,  not  Per- 
formance. We  believed  in  the  funds  as  an  investment  medium; 
we  did  not  think  they  should  be  turned  into  hot  stocks. 

Forbes  ratings  show  precisely  how  the  funds  do  in  bad  mar- 
kets as  well  as  in  good  markets.  They  measure  defensive  skill 
as  well  as  offensive  skill.  They  are,  in  short,  a  measure  of  con- 
sistency. The  Performance  that  everyone  talked  about  in  the 
mid-  and  late  Sixties  was  quite  diff^erent;  it  was  a  game  of 
"Who's  Ahead  Today?"  There  were  funds  of  the  month  and  even 
of  the  week.  Defensive  skill  in  bear  markets?  What  was  that? 

Well,  1969  and  1970  have  witnessed  the  worst  bear  market 
since  1938.  Bernie  Cornfeld  has  been  toppled  from  his  throne, 
Enterprise  Fund's  publicity  machine  has  fallen  silent,  and  rumor 
has  it  that  some  of  the  1968  whiz  kids  are  driving  taxis.  The 
cult  of  Performance  has  faded.  The  older  kind  of  perfoirnance— 
with  a  small  "p"— is  back  in  style. 

Against  these  events,  Forbes  15th  Annual  Mutual  Fund  Rat- 
ings will  appear  in  the  Aug.  15,  1970  issue.  We  promise  this 
year's  issue  will  be  a  good  one,  based  on  Forbes'  stoutly  held 
belief  that  mutual  fund  performance  should  be  rated  on  the 
basis  of  consistency  rather  than  on  pyrotechnics,  ■ 
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Repeat  Performance? 

Last  month  wasn't  the  first  time 
that  James  J.  Ling  has  stepped  aside 
as  head  of  Ling-Temco-Vought,  the 
multi-billion-dollar  conglomerate  he 
created  almost  singlehandedly.  In 
the  wake  of  the  1961  merger  that 
created  L-T-V— Ling-Temco  Elec- 
tronics and  Chance  Vought  Corp.— 
Ling  relinquished  the  post  of  chair- 
man and  chief  executive  of  the 
financially  troubled  company  to 
Robert  McCulloch  (now  an  L-T-V 
director  emeritus)  and  contented 
himself  with  the  post  of  vice  chair- 
man and  chairman  of  the  executive 
committee.  This  time  he  is  president 
to  Dallas  banker  Robert  H.  Stewart 
Ill's  chairman.  So  history  does 
seem  to  repeat  itself.  The  question, 
of  course,  is  whether  L-T-V  will 
emerge  as  triumphantly  from  its 
present  difficulties  as  it  did  from 
those  of  a  decade  ago. 

Pollution  Bonds 

Seeking  to  capitalize  on  the 
current  antipollution  sentiment 
(Forbes,  Mar.  1),  the  First  Nation- 
al Bank  of  Miami  is  offering  two- 
year,  5%%  bonds  to  the  public  in 
denominations  as  low  as  $25.  Funds 
generated  by  this  campaign  will  be 
loaned  only  to  pollution  fighters,  at 
rates  '2%  below  the  borrowers'  nor- 
mal rate.  Borrowers  could  include 
airlines  for  noise  abatement,  indus- 
tries for  waste  recycling,  even  in- 
dividuals for  extending  municipal 
sewage  lines.  The  bonds  reportedly 
sold  well  the  first  week,  suggesting 
that  antipollution  sentiment  is 
strong  in  Miami. 

The  Ho//ywood  Way 

James  T.  Aubrey  was  in  tele- 
vision before  he  became  president 
of  Metro-Goldwyn-Mayer,  but  he 
already  has  learned  the  basic  rules 
of  movie  industry  accounting: 
Write  down  your  predecessors*  tur- 
keys as  soon  as  you  can.  This  will 
make  your  company  show  a  loss, 
but  it  also  will  give  you  a  built-in 
turnaround  situation,  providing  you 
don't  have  to  write  down  your  own 
turkeys  later.  By  writing  down 
"Goodbye,  Mr.  Chips,"  "The  Ap- 
pointment," "Captain  Nemo  and 
the    Underwater    City"    and   "Za'h- 


riskie  Point,"  all  made  by  prede- 
cessors, Aubrey  reported  that 
M-G-M  had  sustained  an  operating 
loss  of  $1.6  million  in  the  first  28 
weeks  of  the  year  that  was  turned 
into  a  profit  of  $4.9  million  only  by 
the  sale  of  assets. 

Cash  vs.  Paper 

Norton  Simon  Inc.'s  recently  an- 
nounced plan  to  acquire  book  pub- 
lisher Simon  &  Schuster  for  $23.5 
million  stands  in  stark  contrast  to 
the  acquisition  of  rival  Holt,  Rine- 
hart,  and  Winston  by  CBS  three 
years  ago.  CBS  paid  some  $275 
million,  or  42  times  earnings,  com- 
pared with  Norton  Simon's  21  times 
earnings.  There  was  a  difference, 
however:  Norton  Simon  will  pay  in 
hard  cash,  where  CBS  paid  in 
stock  that  is  now  worth  half  what 
it  was  at  time  of  sale. 

Who  Rates  Ratings? 

Official  credit  ratings  given  com- 
munities on  their  municipal  bonds 
are  probably  an  exercise  in  redun- 
dancy, or  so  claims  a  research  econ- 
omist for  the  Brookings  Institution. 
His  finding  shows  that  communities 
with  the  same  rating  often  receive 
different  treatment  in  the  market, 
and  that  the  market  bestows  lower 
borrowing  costs  on  a  community 
before  its  rating  is  raised.  The 
Brookings'  conclusion:  without  for- 
mal ratings,  credit  differentials 
would  remain  the  same. 

Fallout 

Last  fall's  sudden  ban  on  cycla- 
mates  resulted  in  some  painful  read- 
justments for  the  soft  drink  compa- 
nies, but  it  seems  those  in  diet  foods 
lost  even  more.  Although  soft  drink 
manufacturers  had  substitutes  on 
the  market  within  weeks  of  the  an- 
nouncement, they  incurred  the  costs 
of  removing  and  destroying  inven- 
tories. Coca-Cola  lost  $3.1  million. 


Diet  Pepsi  lost  $2.5  million,  and 
Royal  Crown,  maker  of  Diet-Rite, 
lost  $5.6  million.  Harder  hit  were 
those  selling  canned  goods  with  cy- 
clamates  since  the  fruits  are  canned 
only  -  once  a  year.  General  Foods 
lost  over  $20  million,  and  many  of 
its  products  have  not  returned  to 
the  shdves.  Many  smaller  diet  food 
companies  nearly  went  bankrupt. 
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Heads  You  Win 

The  current  shortage  of  coal 
may  be  putting  the  squeeze  on  the 
country's  steel  and  power  indus- 
tries, but  it  is  also  doing  a  world 
of  good  for  the  U.S.  balance-of- 
payments  situation.  Last  year,  the 
Bureau  of  Mines  reports,  exports 
of  U.S.  bituminous  and  anthracite 
coal  increased  11.2%  to  56.9  million 
tons,  while  their  dollar  value  shot 
up  19.7%  to  $594  million.  Japan 
replaced  Canada  as  the  No.  One 
U.S.  coal  export  market,  taking 
37.6%  of  the  total  as  opposed  to 
Canada's  30.4%. 

Leveraged  Growth 

Conservative  businessmen  have 
traditionally  considered  debt  a  nec- 
essary evil,  and  this  sentiment  has 
recently  been  reinforced  as  many 
highly  leveraged  companies  have 
shown  losses.  But  consider  Japan, 
where  the  typical  large  firm's  debt 
comprises  80%  of  its  total  capital, 
vis-a-vis  a  U.S.  average  of  25%. 
Risky?  The  Japanese  don't  think  so: 
The  Bank  of  Japan  stands  as  the  ul- 
timate guarantor  of  any  large  com- 
mercial loan.  According  to  a  study 
by  the  Boston  Consulting  Group, 
this  heavy  reliance  on  debt  capital 
and  low  profit  margins  (rather  than 
low  labor  costs)  allows  Japanese 
industry  to  continue  its  rapid 
growth  in  world  markets.  ■ 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  a 
month  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  D  1  year  $9.50,  D  2 
years  $15,  D  3  years  $19.  Pan-Amer- 
ican and  foreign  orders,  please  add 
$4  a  year.  Payment  should  be  sent 
with  all  orders  from  outside  the  U.S.A. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name  (please  print) 


New  Address: 


City 
Slate" 


"Zip" 
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What  every  businessman 
should  know  about  the  legal  aspects  of: 

-  TheTax  Reform  Act  of  1969 
Going  Public  ■  Mergers  and  Acquisitions 


If  you're  weighing  the  impact  of 
current  developments  in  the  corpo- 
rate and  legal  world,  Condyne  Cassettes 
are  the  fastest,  most  economical  way 
to  get  authoritative  information.  Each 
Condyne  Cassette  is  a  condensation 
—  in  easy-to-understand,  informative 
language— of  a  Practising  Law 
Institute  seminar  in  which  leading 
businessmen  and  lawyers  explain  all 
you  need  to  know  about  such  vital 
topics  as: 

•  Mutual  Funds 

•  Investment  Partnerships  and 
Offshore  Investment  Funds 

•  The  Tax  Reform  Act  of  1969 

•  Securities  ReJ^ulations 

•  Protecting  the  Corporate  Officer 
and  Director  from  Liability 


No  need  to  make  deep  incursions 
into  your  crowded  business  calendar. 
You  can  "attend"  important  seminars 
through  cassettes  ...  in  your  home, 
office,  or  automobile.  Each  hour-long 
tape  is  a  permanent,  non-erasable 
record. 
10-Day  Money-Back  Guarantee 

Make  your  own  in-use  test  for  ten 
days.  We'll  send  you  your  first  cassette 
absolutely  without  obligation.  Play  it 
at  your  leisure . . .  discuss  it  with  your 
associates.  If  you're  not  entirely  satisfied, 
you  may  return  it  within  1 0  days  and 
receive  a  full  refund.  There's  no  risk- 
see  our  guarantee  in  the  coupon.  If  you 
would  like  to  take  advantage  of  a 
special  5%  cash  discount,  enclose 
payment  with  your  order  (guarantee 
still- applies). 


JUST  MAIL  THIS  HANDY  FORM  TODAY. 


CaNDYlSfE INC.,  Dept.  43,530  Fifth  Avenue,  New  York,  N.Y.  10036 


Gentlemen: 

Please  send  me  the  Condyne  Cassettes 
checked  below. 

10-Day  Money  Back  Guarantee 

If  you're  not  completely  satisfied  with  the 
quality  or  content  of  your  first  Condyne 
Cassette,  you  have  only  to  return  it  within 
10  days  and  you'll  receive  a  full  refund. 

106001  D    Mergers  and  Acquisitions 

(3Tape  Pkg.) 

106002  D    Mutual  Funds  (5-Tape  Pkg.) 

106003  D    Going  Public  (5Tape  Pkg.) 

106004  Q    Institute  on  Securities 

Regulations  (3-Tape  Pkg.) 

106005  D    Investment  Partnerships  and 

Offshore  Investment  Funds 

(2-Tape  Pkg.) 
101001    n    Protecting  the  Corporate  Officer 

and  Director  from  Liability 

(1  Tape) 
102004   n    Creative  Business  Financing 

(1  Tape) 


Your  special  discount  price  on  the  boxes 
you've  checked: 

If  you  order  1  to  4  tapes  .  .  .  $12.50  per  tape. 
If  you  order  5  to  8  tapes  .  .  .  $11.00  per  tape. 
If  you  order  9  or  more  tapes  .  .  .  $9.00  per 
tape.  Be  sure  to  count  the  number  of  tapes 
in  each   package  you  order.   I   have  ordered 

tapes  at  $ per  tape. 

Total . . .  $ 


Special  8-tape  package 

105010   D   Tax  Reform  Act  of  1969  , 
$88  complete  .  .  . 

$ — 


. .  only 


105009  D  Included  absolutely  free,  a  600 
page  program  booklet  with  your 
order  of  the  Tax  Reform  Act 
series. 

Special  offer  on  equipment  for  subscribers 

104004  D  Bell  &  Howell  #294K  Player  with 
accessories,  only  $59.95  .  .  . 

$ 


D  Cash  Discount:  I  en- 
close payment,  and 
am  entitled  to  a  5% 
cash  discount. 

$ 


D  Bill  Me  D  Bill  My  Firm 
SALES  TAX:  Delivery  in 
N.Y.C.,  add  6%;  else- 
where in  N.Y.  State  add 
3%  .  .  . 

$ GRAND  TOTAL  , 


Print  Your  Name 


Company  Name 


Company  Address 


City 


State 


Zip 


Please  allow  30  days  for  order  processing.  An  income  tax  deduction  is  allowed  for  expenses  of  education  undertaken  to  maintain  and  improve  professional  siiilis  (see 
Treas.  Reg.  1.162-5;  Coughlin  vs.  Commissioner,  203  F.  2d  307).  Note:  Tapes  not  included  in  the  tirst  shipment  will  be  mailed  at  approximately  6week  inlenials.  sooner 
if  available.   Additional   tapes  are  available;  for  complete  listing,   please  write  to   Condyne  Inc.,  530  Fifth  Avenue,  New  York,  N.Y.  10035. 
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TRY  SOMETHING  BETTER. 


There  is  only  one  J&B  Rare 
Scotch.  And  only  one  reason  for 
drinking  it.  The  delightful  rare 
taste  you  pour  every  time  from 
every  bottle.  Isn't  something  like 
that  worth  a  few  cents  more? 


J'B 


Rare  Scotch 

From  the  Jiouse  of 
Justerini  &  Brooks,  founded  1749. 


86  Proof  Blended  Scotch  Whisky.  The  Paddington  Corp.,  N.Y.  10020 


READERS  SAY 


New  Hope  for  Rail  Riders? 

Sir:  I  read  with  great  interest  the' 
"Side  Lines"  piece  (Forbes,  Apr.  15}  on 
the  Japanese  "Bullet"  train.  Public  policy 
in  this  country  has  for  so  many  years  neg- 
lectecl  the  potential  of  railroads  for  effi- 
cient mass  transportation  while  pouring 
billions  of  dollars  into  highway  and  air- 
way development. 

This  began  shortly  after  World  War 
II.  Between  1947  and  1957  the  Pennsyl- 
vania and  New  York  Central  railroads 
spent  more  than  .S.'iOO  million  on  new 
equipment  and  promotion  in  trying  to 
hold  the  passenger  traffic.  In  that  same 
decade,  however,  the  Federal  Govern- 
ment spent  some  .$27  billion  for  building 
and  promoting  highways,  airways  and 
waterways.  If  the  railroads  had  received 
even  a  small  portion  of  this  bonanza, 
there  would  be  a  far  better  balanced 
transportation  system  in  this  country. 

As  you  know,  the  National  Railroad 
Passenger  Service  Act  is  now  pending  in 
Congress.  This  recognizes  that  the  rail- 
roads alone  no  longer  have  the  resources 
to  revive  deteriorating  intercity  rail  pas- 
senger .service.  While  the  bill  offers  little 
prospect  for  an  answer  to  Penn  Central's 
immediate  needs  for  Federal  assistance 
for  its  disproportionately  heavy  burden 
of  pa.ssenger  service  (we  operate  73%  of 
all  intercity  pa.ssenger  trains  in  the  coun- 
ti-y),  we  are  supporting  the  bill  because 
we  are  realistic  enough  to  know  that  it 
is  probably  the  only  type  of  bill  which 
could  be  passed  at  this  time. 

This  bill,  because  of  bipartisan  spon- 
sorship, has  pasiied  the  Senate  and  is  now 
before  the  House.  It  would  be  most  re- 
grettable if  this  bill  is  not  passed  in  this 
session  of  Congress. 

— WiLLI.AM  A.  Lashley 

Vice  President, 

Penn  Central  Transportation  Co. 

Philadelphia,  Pa. 

A  Word  Appreciated 

Sm:  I'm  .sure  you  know  that  at  least 
as  many  people  oppose  our  highway  pol- 
icies as  approve  them.  It's  usually  the  op- 
ponents we  hear  from,  so  a  word  of  en- 
couragement is  doubly  appreciated 
( Fact  6-  Comment,  May  1 ). 

—John  A.  Volpe 

Secretary  of  Transportation 

Washington,  D.C. 

Whoops.' 

Sir:  In  your  May  15  issue  which  deals 
with  "Dimensions  of  American  Business," 
there  is  an  error  concerning  Kennecott 
Copper  Corp.  On  page  157  you  show  the 
market  price  clo.sc  on  Dec.  31,  1969  for 
our  stock  as  $64  per  .share,  which  should 
be  $46%.  This,  of  course,  affects  your 
market  value  column,  c.iusing  our  value 
to  1)C  iiigher  than  its  actual  on  that  date. 
[Thus]  you  list  Kennecott  as  having  had 
a  28%  increase  in  market  value  during 
1969.  Actually  our  stock  closed  in  1968 
at  $50)8,  thus  showing  a  decrease  in  mar- 
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The  Incredible  New 


SAUNA  BELT 

WAISTLINE  REDUCER 

GUARANTEED  TO  TAKE  FROM  1  TO  3  INCHES  OFF  YOUR 
WAISTLINE  IN  JUST  3  DAYS  OR  YOUR  MONEY  REFUNDED 

SAUNA  BELT  WAISTLINE  REDUCER  — the  first  really  new  idea  in  slenderizing  in  years  produces  sensationally  rapid 
results  in  reducing  the  waistline  — for  men  or  women  — and  without  the  need  for  dieting.  Users  report  unbelievable 
results  like  these  — results  which  speak  for  themselves: 

Bob  Butler:  "The  Sauna  Belt  has  helped  me  to  melt  the  inches  away  — 2  inches  oil  my  waistline  the  lirst  lime  I  used  it  — a  total  loss  of 
4  inches  in  6  days." 

Karl  Hoagland:  "Always  a  great  skeptic  — tor  the  lirst  time  a  product  did  what  it  claimed.  Using  the  Sauna  Belt  twice  in  one  week,  I 
lost  2V2  inches  tram  my  waistline.  A  'Blue  Ribbon'  lor  Sauna  Belt." 

H.  J.  Faircloth,  Jr.:  "Lost  4'/2  inches  from  my  waist  in  just  one  week.  Magnificent  thing!  Outstanding  practical  results.  I'd  order  over 
and  over  again  " 


WHAT    IS    THIS    SENSATIONAL    NEW    "SAUNA    BELT    WAISTLINE    REDUCER"?    The 

Sauna  Belt  waist  reducer  is  made  from  a  special  non-porous  plastic  material.  It  is 
placed  around  your  waist,  directly  against  the  body,  and  then  by  use  of  the  special 
tube  provided,  the  belt  is  inflated— just  like  blowing  up  a  balloon.  As  the  belt  is  inflated 
it  will  tighten  itself  around  your  waist  and  you  will  notice  a  snug,  comfortable  feeling 
of  warmth  and  support  throughout  your  waistline  and  lower  back. 
After  the  belt  is  in  place  and  inflated,  you  will  then  perform 
the  two  'magic'  waistline  reducing  exercises  specially  adapted 
for  use  with  this  remarkable  belt.  This  will  take  just  a  few 
minutes  and  then  you  will  relax,  while  leaving  the  belt  in 
place  on  your  waist,  lor  another  20  minutes  or  so.  That  is  all 
there  is  to  it.  This  inflated  belt  is  specially  designed  to 
provide  resistance  to  the  movements  and  to  provide  heat  and 
supporting  pressure  to  every  area  of  your  waist  — back,  front 
and  sides  — and  when  you  remove  the  bell  —  voila  —  a  tighter, 
firmer  waistline  from  which  the  excess  inches  are  already  be- 
ginning to  disappear. 


HOW    LONG    MUST    I    USE    THE    SAUNA    BELT    WAISTLINE 
REDUCER?  That  depends  on  your  goals,  how  many  inches 
you  want  to  lose  from  your  waistline  and  the  rale 
at  which   your   body   responds.    Each    person's 
body  make-up  is  different,  therefore  the  de- 
gree of  loss  will  vary  with  individuals,  it  is 
recommended  that  you  use  the  belt  for  a 
few  minutes  each  day  for  3  days  in  a  row 
when    you    first   get    the    belt    and    then 
about  2  or  3  times  a  week  until  you  have 
achieved    your    maximum    potential    for 
inch  loss.  After  that,  for  waistline  main- 
tenance,   you    can    use    the    belt    about 
twice  a  month,  or  as  often  as  you  feel 
the   need.   IMany,   many  people   lose  an 
inch  or  more  the  very  first  day  they  use 
the  belt.  There  are  those  who  have  lost 
■k  much  as  3  inches  on  their  waistlines 
from  just  one  session  with  this  'magic' 
belt.   The    results   from   the   Sauna   Belt 
waist   reducer   have    been   dramatic,    to 
say   the   least,   but  whatever  speed   and 
degree  of  inch  loss  your  particular  me- 
tabolism  allows   you   with   this   belt,   re- 
member  this:   You   must   lose   from   1    to 
3  inches  from  your  waistline  in  just  3  days 
or  you  may  return  the  belt  and  your  entire 
purchase  price  will  be  immediately  refunded. 

THE    PRICE    IS    ONLY    $9.iib  .  .  .  NOTHING 
ELSE    LIKE    IT...  AND    AVAILABLE    ONLY 
FROM  SAUNA  BELT  INC.  No  other  belt  that 
makes  reducing  claims,  no  imitation  can  offer 


I  SAUNA  BELT  INC.  1970    P.  0.  BOX  3984, 
SAN  FRANCISCO,  CA  94119  /  PAT.  PEN. 


the  sensational  results  of  the  Sauna  Belt  waistline  reducer.  Only 
Sauna  Belt  has  the  copyrighted  program  that  allow/s  this  belt  to 
perform  so  wonderfully  well  — only  Sauna  Belt  gives  an  uncon- 
ditional Money  Back  Guarantee  of  inch  loss  to  every  user. 


1.  Slip  the  belt 
around  your  waist  — 
inflate- and  you  are 
ready  to  do  your 
'magic'  waist  reduc- 
ing exercises:  5  to 
10  minutes. 


ii 

2.  After  your  exer- 
cises, you  simply 
relax  for  about  20 
minutes  while  keep- 
ing the  belt  around 
your  waisL 


3.  Then  remove  the 
belt.  Your  waist  will 
already  feel  tighter 
and  trimmer.  Many 
have  lost  an  inch  or 
more  the  very  first 
day. 


MONEY    BACK  GUARANTEE.   We   are   so   convinced   that   Sauna 
Belt  has  the  fastest,  surest,  most  convenient,  most  com- 
fortable, most  sensationally  effective  waistline  reducer 
ever   discovered    that   we    offer   this    unconditional 
r/loney   Back  Guarantee:   Man   or  woman,    if  your 
waistline  is  not  1  to  3  inches  smaller  after  using 
the    Sauna    Belt   waistline    reducer   for   only   3 
days,  you  may  simply  return  the  belt  to  us  and 
your  money  will  be  refunded  promptly  and 
without  question.  So  if  you  want  a  trimmer, 
slimmer,  firmer,  tighter  waistline  and  you 
want  it  now  — send  for  your  Sauna  Belt 
waist  reducer  today  aod  discover  what 
a  remarkable  difference  it  can  make 
in   the  way  you   look   and   the  way 
you    feel.    It    will    be    the    best    ^ 
investment    in    your   appear-   ^ 
ance    you    will    ever 


make. 
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Rockwell  Report 

by  Clark  Daugherty,  President 

ROCKWELL  MANUFACTURING  COMPANY 


The  "barrier  of  conventional  thought"  was  one  of  the  early  obstacles  our  valve 
designers  had  to  overcome  in  their  continuing  work  on  an  AEC  development 
contract.  Sounds  contradictory,  since  Rockwell  was  given  the  contract  on  the 
basis  of  our  proven  ability  as  a  quality  producer  of  a  variety  of  conventional 
valves. 

But  after  a  disciplined  examination  of  the  problem  in  light  of  the  current 
state  of  the  valve  art,  our  project  group  made  what  they  call  an  "intuitive  leap." 
As  our  VP  of  valve  engineering  and  research  says,  "The  new  concept  for  a  valve 
'family'  that  we  have  come  up  with  has  about  as  much  similarity  to  traditional 
valves  as  space  reentry  vehicles  have  to  conventional  aircraft." 

The  parallel  is  apt,  since  the  valves  must  handle  some  new  challenges,  too: 
they'll  be  called  on  to  isolate  and  control  radioactive  liquid  metal  (sodium)  at 
1200°F  for  tomorrow's  fast  breeder  atomic  reactors.  The  new  approach  is  con- 
sidered so  unique  that  Rockwell  was  asked  to  present  a  paper  on  it,  the  only 
one  on  valves  given  at  the  international  Atomic  Energy  Agency's  symposium 
held  in  Monaco  recently. 

Effective  problem-solving  has  always  needed  uninhibited  thinWng.  But  whether 
in  valves  or  the  broader  problems  of  our  society,  a  sound  grounding  in  the  fun- 
damentals is  needed  before  the  innovative  ideas  have  much  chance  for  success. 


strings  so  that  oil  flow  is  not  inter- 
rupted. In  addition,  we've  developed 
special  metallurgy  that  enables  the 
Christmas  tree  to  take  hard  knocks  at 
temperatures  dov^n  to  70°  below 
zero.  Apparently  this  "product-pros- 
pecting" has  paid  off,  for  many  of  the 
North  Slope's  new  trees  are  ours. 

Old  Sanders  never  die.  A  man  wrote 
us  recently  asking  if  we  could  repair 
a  Rockwell  sander  he'd  burned  out  by 
plugging  it  into  a  220  volt  outlet.  That 
may  not  sound  too  unusual,  but  the 
fact  that  the  sander  had  been  working 
beautifully  for  39  years  and  had  a 
great  deal  of  sentimental  value  cer- 
tainly was.  Two  of  our  managers  took 
a  personal  interest  in  the  situation 
and  not  only  located  the  parts  to  re- 
pair the  old  sander  but  loaned  the 
man  a  new  one  to  use  in  the  mean- 
time. The  customer  was  somewhat 
overwhelmed  by  the  service,  although 
he  really  shouldn't  have  been.  After 
all,  satisfying  the  customer  is  sup- 
posed to  be  what  business  is  all  about. 

Our  Annual  Report  gives  a  good  pic- 
ture of  the  diversified  activities  of 
Rockwell:  for  your  copy,  write  Rock- 
wejl  Manufacturing  Company,  417  N. 
Lexington  Ave.,  Pittsburgh,  Pa.  15208. 


New  trees  for  Alaska.  An  interesting 
thing  happens  when  v^arm  oil  begins 
to  flow  from  a  well  on  Alaska's  North 
Slope:  it  melts  the  permafrost  and  the 
wellhead  equipment  starts  to  sink.  As 
a  result,  we've  designed  Rockwell- 
McEvoy  wellhead  and  Christmas  tree 
equipment  with  a  unique  jacking 
mechanism.  It  allows  the  outer  casing 
strmgs  to  subside  with  the  permafrost 
while  supporting  the  inner  casing 


jr^  Rockwell 

MANUFACTURING  COMPANY 


ket  value  during  1969  of  6.7%.  There  is  'a 
further  reference  to  us  in  the  narrative 
on  page  87  which  appears  to  be  contraiy 
to  the  facts.  The  statement  is  made  that 
Kennecott  "has  merely  been  able  to  hold 
onto  its  1968  market  value." 

—Gordon  H.  Fisher 

Vice  President-Planning, 

Kennecott  Copper  Corp. 

New  York,  N.Y. 

Inadvertently,  the  number  46  got  trans- 
posed into  64— Ed. 

No  Fast-Buck  Artists  Here 

Sir:  Re  your  profile  on  Dr.  Morton 
Collins  and  venture  capital  philosophies 
in  the  Apr.  15  issue  of  Forbes,  we  dis- 
agree with  Dr.  Collins  on  categorizing  all 
venture  capitalists  as  fast-buck  artists. 
Our  experience  in  working  with  these 
men  has  shown  that  they  are  conserva- 
tive on  selection  of  ventures  and  realistic 
in  recognizing  that  they  would  be  in- 
vesting more  money  than  their  initial 
investment. 

—Frederick  E.  Crispin  Jr. 

President, 

Scientific  Venture  Consultants 

Princeton  Junction,  N.J. 

The  Case  of  the  Missing  Line 

Sir:  Would  you  care  to  complete 
properly  the  final  paragraph  of  "The 
Money  Men— Jacques  Georges-Picot"  in 
your  May  1  issue? 

—James  A.  Fisher 
Whitman,  Mass. 

Our  printer  dropped  a  line  (under- 
lined) on  press.  It  should  have  read: 
Maybe  Georges-Picot  is  being  too  hard  on 
us,  but  his  words  are  worth  pondering. 
His  rigidly  logical  French  way  of  looking 
at  things  could  well  be  a  useful  antidote 
to  native  American  pragmatism,  our  hab- 
it of  thinking  that  everything  will  come 
out  right  if  we  just  try  a  little  of  this  and 
a  little  of  that— Ed. 

A  Practical  Answer 

Sir:  Your  editorial  "Burn,  Baby,  Burn!" 
(Fact  ir  Comment,  May  1)  suggests 
the  burning  of  oil  in  the  tanker  ship- 
wreck situation.  Your  advice  is  environ- 
mentally sound;  a  temporary  and  harm- 
lessly dissipated  cloud  of  smoke  is  much 
to  be  preferred  over  lingering  damage 
to  die  beaches  and  marine  ecology. 

Tlie  problem  has  not  been  igniting 
spilled  oil  so  much  as  sustaining  com- 
l)ustion  to  consume  it  all  and  ax'oid  harm- 
ful hea\'y  residues.  Even  RAF  incendi- 
ary bombs  couldn't  keep  the  Torrey  Can- 
yon's oil  burning. 

The  practical  answer  is  SeaBeads,  little 
multicellular  glass  spheres  which  wick  oil 
from  the  surface  of  water  while  insulat- 
ing the  fire  from  excessive  licat  loss  to  the 
cold  water  beneath.  The  result  is  a  hot, 
efficient  burn  that  leaves  only  clean 
water. 

SeaBeads  are  inert  and  nonto,\ic.  They  I 
are  unaffected  by  the  fire,  but  may  be 
left  to  drift  onto  the  beach  where  tiiey  | 
(Continued  on  page  80) 
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Gut  of  a  great  year 
into  a  challenging  decade. 


i  969  was  a  very  good  year  indeed  for 
the  Fruehauf  Corporation.  The  best  in  our 
History.  Increased  revenue.  Increased 


share  of  the  trailer  and  containerization 
markets.  Plans  for  factory-built  modular 
housing.  Increased  facilities.  Expansion, 
Here  are  some  of  the  highlights: 


1969  was  the  most  successful  year 
in  Fruehauf  s  history.  Sales  were 
more  than  $536  million,  a  29% 
increase  over  1968.  Earnings  per 
share  were  $3.03,  compared  with 
the  previous  year's  $2.23. 


The  financial  position  of  the 
Company  remains  strong.  Working 
capital  reached  $109,900,000  at 
the  end  of  1969,  another  all-time 

high. 


\^e  welcome  the  challenge  of  the 
O's,  and  we  think  our  capabihties 
an  help  alleviate  the  problems 
icing  our  cities,  our  environment, 
nd  our  people. 


u  would  like  a  copy  of  our 
)  Annual  Report,  please  write 
3  Director  of  Public  Relatio 
hauf  Corporation, 
)0  Harper  Avenue, 
3it,  Michigan  48232 


In  mid- 1 970  we  plan  to  begin 
production  of  modular  homes. 
We're  confident  our  modular 
homes  will  help  solve  the  need  for 
affordable  housing. 


We  acquired  our  second  major 
shipyard  in  1969,  Jacksonville 
Shipyards,  Inc.  Our  world-wide 
expansion  also  continued 
strong  with  new  manufacturing 
agreements  signed  in  New  Zealand 
and  Argentina. 
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The  love  machine. 


I 


A  Savin  copier  has  the  kind  of 
personality  a  man  appreciates.. 

It  does  what  it's  told.  Never  com- 
plains that  it's  overworked.  Or  says  it 
has  a  headache  and  can't  work. 

Which  means  that  the  Savin  is  ready, 

willing  and  able  to  copy  whatever 

you  want  copied.  When  you  want  it. 

And  doesn't  make  a  big  hing  about  it. 

The  Savin  is  obliging  in  other  ways. 
It  doesn't  demand  a  room  of  its  own. 
Instead,  it  works  on  a  desk,  table  or 

its  own  console— right  next  to  your 
secretary.  So  both  are  available 


when  you  need  them. 
Something  else.  The  Savin  isn't  a 
gold  digger.  You  can  afford  to  buy 
outright.  Or  lease  it.  Either  way,  it 
can  actually  reduce  your  copying 
cost  up  to  50%. 
Call  your  nearby  Savin 
representative.  Tell  him  you  wan 
free  demonstration  of  Savin's  Lo 
Machine. 

The  copier  made  to  do  everything 
you  want.  Without  let-up. 

Savin  Business  Machines  Corpor 
Valhalla,  New  York  10595 


SAVIN  COPIERS,  WE  LOVE  TO  REPEAT  CURS: 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


NIXON  CAN  RECOVER 

So  can  the  country— 

So  can  the  economy— 

So  can  the  stock  market- 

If  and  when  we  are  out  of  Indochina. 


HOW  TIMES  CHANGE 

Skirts  are  not  the  only  things  that  have  fashionable  ups 
and  downs.  The  business  world,  too,  has  fashions. 

It  was  just  a  couple  of  economic  seasons  ago  that  a  big 
boodle  of  cash  in  the  corporate  till  was  widely  considered 
a  sign  of  stupid  or  bad  or  lazy  management— and  some- 
times a  combination  of  all  three. 

You  see,  bags  of  cash  attracted  conglomerators  as  bags 
of  cash  attract  plain  (er)  crooks.  So  companies,  even  the 
largest,  fearing  raiders,  lowered  their  profiles  by  lowering 
the  cash  in  the  till. 

And  why,  just  a  couple  of  economic  seasons  ago,  was 
"idle"  cash  considered  an  indication  of  bad  management 
or  lazy  management?  Because  it  meant  management  didn't 
have  this  money  out  at  work.  It  just  sat  idly  collecting  in- 
terest of  course.  But  who  couldn't  make  corporate  mon- 


ey make  more  money  than  merely  the  prevailing  rate  of 
interest? 

Now  look. 

Presto! 

A  new  fashion! 

Cash  is  back  "in"! 

Denigrating  liquidity  has  been  dropped  quicker  than 
hemlines.  A  management  is  now  saluted  if  it  has  some 
cash,  has  some  liquidity;  doesn't  have  to  go  to  the  money 
market  at  huge  interest  rates  to  get  the  wherewithal  to 
keep  going  and  growing. 

Along  with  Ben  Franklin,  my  father  and  your  father 
would  understand  and  applaud  this  new  economic  fashion. 
I  am  not  sure,  though,  they'd  have  ever  understood  why 
liquidity  and  cash  went  completely  out  of  style. 


SOME  BITE  BEHIND  THE  HOWLING 


In  the  midst  of  all  the  hopeful  hoopla  against  pollution, 
two  businesses  are  making  moves  that  will  have  imme- 
diate, meaningful  and  widespread  impact. 

The  Insurance  Co.  of  North  America,  a  sharp,  sound 
old  Philly-based  giant,  has  announced  as  "not  insurable" 
firms  that  knowingly  pollute.  Its  liabihty  policies  now  state: 
"this  insurance  does  not  apply  to  bodily  injury, 
personal  injury  or  property  damage  arising  out 
of  pollution  or  contamination  1)  caused  by  oil, 
or  2)  caused  by  the  discharge  or  escape  of  any 
other  pollutants  or  contaminants,   unless   such 
discharge  results  from  a  sudden  happening  . . . 
neither  expected  nor  intended." 
California  banks  are  considering,  and  Maine  banks  are 
adopting,  a  code  that  would  require  the  assessment  of  all 
loan  requests  by  new  or  existing  "industiial,  commercial, 
or  housing  development,  to  satisfy  themselves  that  by  vir- 
tue of  granting  such  credit,  no  significant  pollution  of  air. 


land,  or  water  will  result." 

This  bank  loan  proviso  is  motivated  by  economic  as 
well  as  logical  concern.  Companies  that  now  pollute,  soon- 
er rather  than  later,  are  going  to  be  required  by  law  to 
curb  it  or  cease  it,  and  the  processes  to  accomplish  this 
will  cost  money.  Loans  to  companies  that  cannot  handle  or 
are  not  making  provision  to  eliminate  at  least  their  most 
blatant  polluting  are  not  good  loan  risks. 

Again,  it's  a  Pennsylvania  outfit  pointing  the  way.  The 
First  Pennsylvania  Banking  &  Trust  Co.  has  earmarked  $25 
million  for  antipollution  loans  at  an  interest  rate  one-half 
percent  below  the  borrowing  company's  going  rate. 

As  more  banks  adopt  the  antipollution  clause  to  loans— 
as  perforce  they  must  in  and  for  their  own  interest— and 
as  more  insurance  companies  shuck  pollution  liability  in 
their  corporate  coverage— as  perforce  they  must  in  and  for 
their  own  interest— the  result  will  be  real  results  in  the  fight 
to  preserve  a  livable  environment. 
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HAIRY  ANECDOTE 


A  couple  of  summers  ago  I  was  seeking  to  persuade 
Chicago's  estimable  entrepreneur  Paul  Butler  to  sell 
me  his  beautiful  Montana  ranch.  En  route  to  New 
York  from  the  Forbes  Ranch  near  Yellowstone,  I  was 
accompanied  by  my  second  oldest  son,  Bob,  and 
planned  to  lay  over  in  Chicago  long  enough  for  dinner 
with  Mr.  Butler  to  pursue  my  quest. 

Then,  as  now,  this  one  of  our  four  boys  featured  a 
blonde  beard  that  would  have  done  credit  to  either  of 
the  original  cough-dropping  Smith  Brothers.  He  tops 
it  almost  all  times  with  either  a  straw  boater  or  a  beat 
black  derby  and  his  raiment  is  not  apt  to  be  confused 
with  stufled  Brooks  Bros,  dummies  (window).  I  figure 
if  he  has  the  galls  to  wear  that  gear,  then  he  must  be 
prepared  for  and  probably  expects  frequent  negative 
reactions. 

So  I  told  him,  "Bob,  I'm  certainly  not  going  to  take 
you  to  dinner  at  Mr.  Butler's  house.  He  is  a  very  con- 
servative, very  wealthy,  gentlemanly  gentleman  and 
he  certainly  won't  part  with  the  ranch  he  loves  to  the 
father  of  a  hippie-yippie-looking  type.  The  fact  that 
your  soul  is  pure  and  your  heart  is  gold  and  your 
brain  is  fine  and  your  parents  love  you  may  not  at  first 
blush  be  apparent  to  someone  you've  just  met.  Here's  a 
few  dollars.  Go  get  lost  for  a  couple  of  hours  and  I'll 


see  you  back  at  the  hotel."  Thus,  having  reluctantly 
but  firmly  shed  my  hirsuted  heir,  I  brushed  oft  my  Sen- 
sible Solidcolor  summer  suit  and  entered  the  fine  But- 
ler compound,  which  includes  a  huge  polo  field  and 
other  greenied  accoutrements. 

We  hadn't  sipped  our  way  half  through  the  first 
drink  before  Mr.  Butler— who  personally  regards  Mr. 
Goldwater  as  too  frequently  too  liberal— started  to  de- 
scribe with  almost  visible  pride  the  then-new  and  in- 
stant success  his  son  was  enjoying.  He  glowed  as  he 
described  the  advance  sales  for  the  son's  product,  and 
the  additional  units  which  would  soon  be  set  up  else- 
where, including  Moscow. 

You  know  what  the  son  was  producing?  What  his 
Pop  was  talking  about  with  such  parental  joy? 

Hair. 

Yes,  the  nude-crude  way-out  play  Hair. 

Calculatingly,  cunningly,  I'd  left  my  best  hairy  cre- 
dential on  the  streets  of  the  city  and  spent  the  whole 
dinner  talking  of  a  play  and  music  about  which  I'd  lit- 
tle knowledge  and  my  son  had  much. 

Deservedly,  I  suppose  some  would  say,  I  didn't  per- 
suade Mr.  Butler  to  make  the  sale.  I  don't  know  what 
the  moral  of  this  story  is,  but  you'll  enjoy  "The  But- 
lers" on  page  56  of  this  issue. 


Corporate  spending  on  and  for  plant  continues  to  set 
records.  Instead  of  a  cutback,  future  projections  for  such 
spending  continue  to  show  even  higher  totals. 

This  is  not,  however,  the  totally  happy  economic  augury 
that  one  might  suppose. 

In  the  present  glum  business  climate,  you  might  think 
such  expenditures  would  be  slowed,  curtailed;  that  the 
curve  would  be  downward,  and  the  future  projections 
downwardier. 

Not  so. 


MAKE  NO  MISTAKE  ABOUT  IT 

Why? 


Because,  as  the  head  of  one  West  Coast  successful  giant 
explained  to  Forbes,  "We  expect  to  be  in  business  for 
many  years  to  come.  Even  if  many  segments  of  our  busi- 
ness are  bad  now,  we  know  that  12  months  from  now 
new  construction  will  cost  at  least  12%  more  than  today 
and  we  are  convinced  the  money  to  do  the  job  will  con- 
tinue to  cost  more  and  more.  So,  despite  bad  business,  it 
would  be  bad  business  and  bad  judgment  not  to  build 
now  what  we  know  we'll  need  tomorrow." 


NEEDED:   MISSION  TO  BRAZIL 


We  are  accustomed  to  sending  people  to  other  coun- 
tries to  tell  them  how  to  do  all  sorts  of  things.  We  are  ac- 
customed to  receiving  study  groups  from  other  countries 
wanting  to  see  how  we  do  all  sorts  of  things. 

But  maybe  it's  time  we  commissioned  a  Crash  Mission 
to  Brazil  to  see  how  they've  learned  to  live  blithely  (?) 
with  a  decade  of  a  disastrously  (?)  galloping  rate  of 
inflation. 

The  extraordinary  extravagance  with  which  they  cele- 


brate their  Lenten  Carnival  is  world  famed  and  widely 
imitated.  It  would  seem  that  their  economic  carnival  may 
soon  achieve  the  same  status. 

FACT 

More  and  more  Important  businessmen  are  calling  for 
wage  and  price  controls. 
Hmm. 

?  ?  ?  ?-l 


-Malcolm  S.  Forbes, 

Editor-in-Chief 


'  i. 


Another  advertisement  in  a  series 
featuring  Oklahoma's  Certified  Profit  Climate. 


In  Oklahoma, 

when  we  tell  you 

you  can  make  a 


we  get  down 

_   to  the 
nitty  gritty 


We've  learned  that  profit-minded  businessmen  like  to  get  down  to  the  nitty-gritty.  That's  why 
we  are  now  offering  17  independent  studies  by  The  Fantus  Company  detailing  the  advantages 
of  locating  in  Oklahoma. 

For  information  about:  Aluminum  Sheet,  Strip  and  Plate;  Carbon  Graphite  and  Electrodes;  Iron 
and  Steel  Forgings;  Rubber  Chemicals  and  Pesticides;  Process  Control  Instruments;  Data  Dis- 
play Terminals;  Aeronautical  Instrument  Systems;  Motor  Vehicle  Heaters;  Raceway  and  Socket 
Systems;  Resilient  Floor  Coverings;  Power  Wire  and  Cable;  Mobile  Home  Components;  Seals 
and  Gaskets;  Disposable  Surgical  and  Hospital  Supplies;  Integrated  Circuits  and  Microelec- 
tronic Devices;  Automatic  Ignition  Parts;  or,  Welding  Equipment,  call  or  write  Jay  C.  Casey, 
Industrial  Division. 


homa! 

.certified  profit  climate 


OKLAHOMA  INDUSTRIAL   DEVELOPMENT  AND  PARK  DEPARTMENT 
500  Will  Rogers  Building,  Suite  4002  •  (405)  521-2401  •  Oklahoma  City,  Oklahoma 
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jve  into  the 

50  State. 


^REA:  the  40  primary  markets  for  America's  qual- 
ity goods  and  services.POPULATION:89,252,1 63. 
RANK:  1st  among  all  states  in  consumption  of 
quality  products.  MOTTO:  The  Little  Giant. 
FLOWER:  Sunflower.  TREE:  Money.  BIRD:  Bird  of 
Paradise. 

The  51st  State  is  America's  richest  and  most  fer- 
tile State  with  borders  as  far  W  as  Los  Angeles, 
as  E  as  Boston,  as  N  as  Minneapolis-St.  Paul,  as 
S  ds  Miami.  , 

It  is  in  this  State  where  America's  wealth  is  con- 
centrated. Over  69%  of  all  U.S.  families  with  in- 
comes of  $25,000  and  more  live  here.  And,  95  of 
the  100  largest  U.S.  corporations  are  located  here. 

The  potential  volume  of  trade  in  this  State  can 
account  for  anywhere  from  two-thirds  to  virtually 
all  of  the  potential  U.S.  sales  of  quality  goods  and 
services. 

Over  54%  of  all  U.S.  retail  sales  took  place  in 
this  State.  70%  of  America's  department  store 
sales.  62%  of  women's  ready-to-wear  store  sales. 

The  "Little  Giant"  accounts  for  64%  of  the  na- 
tion's new,  high-priced  passenger  car  registra- 
tions. And,  62%  of  the  imported  new  cor  regis- 
trations. 

The  essential  and  dynamic  advertising  medium 
in  the  State  is  The  New  Yorker  Magazine.  Thaf  s 
becavic  'K%  cf  The  Msv,  Yorker's  U.S.  circulation 
is  concentrated  i'l  this  particular  area. 

■^if  mak'r  a  qf  cirKr  cr-Huct  or  offer  a  quality 

Tte  directly  with  the 

jt  your  message 

he  New  Yorker 

>-■':  iassificofions  of 

ndverlii;  ,,cl  all  co.ist- -er 


:2rii 


conSecuiive 


HE  NEW  YORKE 


43rd  Street.  New  York,  New  York  10036.  Other  advertising  offices:  Chicago,  San  Francisco,  Los  Angeles,  Atlanta,  Bosto 


Forbes 


The  Sleeping  Ghost  of  Jesse  Livemore 

In  theory,  bear  markets  enrich  the  bears,  the  professional  short  sell- 
ers. But  there  are  very  few  rich  bears  these  days— only  poor  bulls. 


\Ve'\-e  been  in  a  roaring  bear  market, 
but  where,  oh  where,  are  the  bears? 
When  wounded  bulls  are  in  full  re- 
treat in  a  prolonged  market  decline, 
the  bears  are  supposed  to  come  forth 
and  gorge  themselves  on  the  spoils  of 
victory.  By  selling  short  and  short 
again,  they  make  money  while  others 
are  wiped  out.* 

Well,  the  stock  market  has  been 
dropping  for  18  months  now  from  the 
985  Dow  Jones  industrial  average  in 
Dec.  1968  to  691.40  as  this  issue  went 
to  press.  But  the  great  bears,  if  they 
exist,  remain  in  hibernation.  Nowhere 
to  be  found  are  the  likes  of  Jesse  Live- 
more,  "Sell  'Em"  Ben  Smith,  Bernard 
Baruch  and  Joseph  Kennedy,  the 
"plungers"  who  made  fortunes  selling 
short  in  markets  like  this  one.  Walk  up 
and  down  the  length  of  Wall  Street, 
and  you'll  find  few  professionals  who 
have  been  selling  short  heavily  over 
the  past  12  months.  V'ery  few  who  are 
"net  short"— have  more  short  than  long 
positions.  And  only  a  scant  handful 
who  even  claim  to  have  made  money 
selling  short. 

On  the  New  York  Stock  Exchange, 
major  short  positions  (where  there  are 
over  5,000  shares  short  in  a  given 
stock)  have  drifted  steadily  downward 
from  18.4  million  shares  on  Mar.  15, 
1969  to  14.6  million  shares  on  May 
15,  1970.  It's  the  same  story  on  the 
.\merican  Stock  Exchange.  Short  in- 
terest on  both  major  exchanges  is  now 
the  lowest  since  1967.  Professionals 
\iew  this  as  a  very  bearish  sign. 

Harder  Than  It  Looks 

How  come?  Most  short  sellers  agree, 
in  the  wisdom  of  hindsight,  that  al- 
most anyone  could  have  made  money 
selling  short  almost  indiscriminately  in 
many  groups  of  stocks  a  few  months 
ago.  Why  then  didn't  the  smart  ones 
make    a    killing    on    the    short    side? 

The  answer  most  frequently  given 
is  that  short  selling  is  inherently  less 
profitable  than  regular  trading.  It  just 
isn't  worth  the  risk.  Says  one  experi- 

•In  case  you've  forgotten,  the  way  you  sell  short  is 
this:  You  sell  stock  you  don't  own— and  your  broker 
borrows  stock  to  make  delivery.  Object:  to  replace 
the  borrowed  stock  by  buying   later  at  a  lower  price. 


enced  Wall  Streeter  who  prefers  to  re- 
main anonymous:  "Look,  to  begin 
with,  a  stock  can  only  go  down  100%, 
whereas  it  can  go  up  much  more  than 
100%,  so  you're  limited  on  the  amount 
you  can  make  on  the  downside.  Sec- 
ond, how  many  stocks  fall  100%?  Even 
National  Student  Marketing  didn't  do 
that!  So  the  most  a  stock  will  fall  gen- 
erally is  75%."  What  he  means  is  this: 
If  you  went  short  100  shares  on  a  $100 
stock  and  it  dropped  to  25,  you'd  make 
$7,500— the  difference  between  the 
$10,000  you  get  for  the  short  sale  and 
the  $2,500  it  would  cost  you  to  cover. 
How  much  more  profitable,  however, 
to  reverse,  to  buy  at  25  and  sell  at 
100!  That  way  you'd  turn  $10,000  in- 
to $40,000,  a  300%  gain  for  riding  the 
stock  up  vs.  a  75%  gain  for  riding  the 


stock  the  same  distance  down. 

And,  as  the  anonymous  Wall  Street- 
er points  out,  the  short  seller  won't 
even  do  that  well  in  practice.  Says  he: 
"Now,  are  you  going  to  go  short  at 
the  high?  Of  course,  you're  not!  Any 
more  than  you're  going  to  buy  at  the 
low  on  the  long  side.  So  you  go  short 
at,  say,  25%  below  the  high.  And  you 
cover,  say,  at  25%  above  the  low.  So 
what  do  you  end  up  making?  You 
make  the  25%  in  the  middle.  Now 
that's  a  short-teiTO  gain,  which  means 
it's  taxed  at  ordinary  income.  Then, 
you've  got  to  pay  your  dividends  and 
brokerage  fees.  So  after  taxes  you 
might  make  as  much  as  12.5%— if 
you're  lucky  and  don't  get  whipsawed 
into  a  loss.  Now  compare  that  with 
what  you  can  make  on  the  upside!" 
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rhe  by-laws  of  most  public  mutual 
funds  severely  limit  the  amount  of 
shorts  in  a  funds  portfolio.  No  public 
mutual  fund  that  is  not  a  hedge  fund 
can  have  a  net  short  position— that  is, 
be  short  more  dollars  than  it  is  long. 
Even  so,  many  mutual  funds  could  en- 
gage in  modest  short  selling  to  offset 
their  losses  on  the  long  side. 

Says  one  investment  adviser,  "If  I 
hadn't  sold  short  this  year,  my  ac- 
count would  have  been  off  25%;  as  it 
is,  the  worst  of  my  accounts  is  off  only 
14%— and  it  was  in  very  defensive 
stocks."  But  he  doesn't  claim  he's  made 
a  killing.  "Shorts  have  only  eased  some 
of  the  pain  on  my  longs.  I  haven't 
made  any  net  money  selling  short,  and 
I  don't  know  any  honest  fund  man- 
ager who  has." 

Other  successful  short  sellers  agree. 
Michael  Davis,  a  portfolio  manager 
of  a  closely  held  closed-end  fund,  says 
that   the  fund's   value   is   down   "verv 


the  short  side  they  aren't  successful, 
for  several  reasons.  One,  on  the  long 
side  it's  always  good  to  get  in  together 
and  all  buy  the  same  stocks.  That 
works  very  nicely.  But  if  you  try  to  do 
that  on  the  .short  side  it  has  just  the 
opposite  effect. 

"As  a  possible  example,  take  Four 
Seasons  Nursing  Homes  last  year. 
Many  of  the  hedge  funds  and  the 
boardroom  traders  got  into  that  and 
built  up  a  heavy  short  position.  Then 
a  go-go  fund  sees  that  there  are  a  lot 
of  shorts  there  and  buys  tlie  stock  for 
some  other  reason,  on  the  theory  that 
a  high  short  position  in  a  stock  is  a 
bullish  sign.  That  drives  the  price  up. 
One  short  panics  and  covers.  The 
stock  goes  up  again.  The  next  short 
panics  and  covers.  The  stock  goes  up. 
It  has  a  pyramiding  effect." 

Then,  says  Meyer  Berman,  how  do 
you  tell  a  man  who  has  been  right  for 
the   wrong   reasons   in   a   bull  market 


Highs  and  Lows 


WEDNESDAY,  MAY  13,  1970 
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One-Sided.  On  a  day  like  this— and  the  next  day  the  figures  were 
even  more  pronounced— it  should  be  a  cinch  to  make  money  by  sell- 
ing short.  But  there  are  good  reasons  (see  story)  why  few  people  do. 


little  this  year"  thanks  primarily  to  off- 
setting profits  from  heavy  short  sell- 
ing. But  Davis  hasn't  made  any  big 
money  for  the  fund  by  selHng  short, 
only  "eased  his  pain."  However,  he 
claims  to  have  made  a  "lot  of  money" 
selling  short  on  his  own  account  and 
for  the  private  accounts  he  manages. 

Even  limited  success  stories  like 
these  are  the  exception.  Take  the 
hedge  funds,  for  example,  who  claimed 
the  profit  growth  would  never  stop 
because  in  bear  markets  they  would 
sell  short  aggressively.  Almost  without 
exception  they've  fared  very  badly 
over  the  past  year  or  so.  Why? 

Meyer  Berman,  head  of  the  institu- 
tional department  of  Scheinman, 
Hochstin  &  Trotta,  is  often  quoted  in 
the  press  as  the  king  of  the  bears.  He 
has  his  own  explanation  as  to  why 
few  professionals  make  money  on  the 
bear  side.  "As  shorts,"  he  says,  "they 
are  not  pros;  they're  rank  amateurs. 
They're  mentally  geared  for  the  long 
side,  and  when  they  try  to  switch  to 
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that  his  market  judgment  is  funda- 
mentally unsound?  "The  truth  is  that 
too  many  hedge  funds  have  been  long 
on  things  they  should  have  shorted. 
How  can  you  tell  them  to  short  the 
exact  stocks  they're  holding  long? 

"You  try  to  tell  them  that  the  high 
technology  stocks  lead  to  a  great  deal 
of  competition  and  a  great  amount  of 
R&D  involvement,  and  .wmetitnc.s  the 
R&D  is  not  completely  written  off  be- 
fore their  products  become  olisolete. 
and  they  say  'You're  crazy!  I've  been 
buying  that  stock  and  it's  up  200% 
and  it  hasn't  earned  a  penny  yet!'  How 
can  you  deal  with  these  people?  They 
can't  conceive  that  they've  been  buy- 
ing these  stocks  all  these  years  for  the 
wrong  reasons!" 

Mike  Davis  agrees.  He  feels  hedge 
funds  fared  badly  because,  like  ama- 
teurs, they  did  the  obvious  things.  "In 
1 969  the  hedge  funds  shorted  Parvin/ 
Dohrmann."  he  says.  "And  they  were 
right  on  the  fundamentals,  but  they 
overlooked  the  fact  that  big  concen- 


trations of  stock  were  building  up.  So 
they  got  whipsawed  badly  in  an  up- 
and-down  trading  pattern.  And  they 
did  the  obvious  shorts  like  the  old 
glamour  stocks.  Again,  the  fundamen- 
tals were  right,  but  they  didn't  look  at 
the  nature  of  demand  for  those  stocks.' 
And  what  happened?  As  the  stocks 
went  down  the  banks  and  the  pen- 
sion^funds  started  buying  heavily  and 
the  hedge  funds  got  murdered.  They 
_  should  have  been  looking  at  stocks  like 
Computer  Sciences,  Itek,  Telex,  Mem- 
orex  or  Digital  Equipment,  in  which 
every  conceivable  good  thing  was  al- 
ready known  and  where  large  concen- 
trations of  stock  were  breaking  up." 

The  Ribbon  Clerks 

There's  an  old  belief  on  Wall  Street 
that  when  the  public  starts  going 
short,  it's  time  for  the  smart  money 
to  go  long.  Like  most  old  beliefs  it 
has  fairly  fiiTn  foundation  in  psycho- 
logical fact.  So,  what  is  the  public 
doing?  Is  it  starting  to  nibble  at  short- 
selling?  In  the  first  half  of  May  odd- 
lot  short  figures  rose  from  6,493  .shares 
to  17,136  shares.  Odd-lot  short  selling 
increased  significantly  in  October 
1966,  close  to  the  bottom  of  that 
year's  short  but  severe  bear  market. 

Mike  Davis  thinks  the  public  is  go- 
ing short  even  more  than  these  frag- 
mentary figures  suggest:  "There's  a 
very  large  pickup  in  amateur  shorts 
so  far  this  year,  and  there  was  a  tre- 
mendous amount  of  amateur  short  sell- 
ing already  in  1969.  Many  people  tell 
me  these  days  how  easy  it  is  to  make 
money  on  the  short  side.  This  realK 
makes  me  nervous." 

Says  Meyer  Berman:  "One  of  the 
worst  things  I've  seen  in  the  stock 
market  is  vshere  major  brokerage 
houses  recommend  shorts  and  get 
countless  people  going  into  one  stock 
on  the  short  side  simultaneously.  A  lot 
of  the  institutional  houses  that  have 
been  bullish  all  along  have  started 
recommending  shorts,  and  if  the  de- 
cline continues  I'm  sure  this  will  in- 
crease. But  I  feel  you  have  to  be  a 
lone  eagle  to  work  effectively  on  the 
short  side." 

Perhaps  the  soundest  advice  for 
amateurs— professional  amateurs  as 
well  as  amateur  amateurs— came  from 
an  experienced  short  seller.  "I  go  short 
only  for  the  educational  benefit  and  to 
improve  my  market  judgment,"  he 
says.  "There's  a  tremendous  educa- 
tional benefit  in  being  short  and  at  the 
same  time  long.  And  you'll  get  your 
kicks,  all  right!  If  you're  too  old  to  en- 
joy sex  or  food  or  anything  else,  go 
short:  You'll  get  more  emotional  stim- 
ulation out  of  that  tfian  anything  else 
you  can  do."  The  he  adds:  "But  don't 
think  you're  going  to  make  money  on 
it.  I  don't."  ■ 
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*Mr.  Chairman . , . 


// 


NCR  had  no  annual  meeting  picke ting- 
just  stockholders  with  lots  of  questions. 


Stockholder:  Mr.  Chairman,  I  hap- 
pened across  a  write-up  on  National 
Cash  Register  that  appeared  in 
Forbes,  Apr.  1,  1968,  and  I  think  it 
would  be  fun  to  ask  you  some  ques- 
tions to  see  how  much  better  we  are 
[now]  than  we  were  then.  You  said 
then  that  "the  Century  is  the  best 
computer  line  on  the  market  at  its 
price."  Are  you  still  of  that  opinion? 

Chairm.an  (Robert  S.  Oelman) :  I  am. 

Stockholder:  "In  spite  of  the  fact 
that  it  comes  out  nearly  four  years  af- 
ter IBM  introduced  its  third  genera- 
tion .  .  .  Mr.  Oelman  argues  that 
'NCR's  late  entry  is  opportune.  Our 
timing  is  perfect.* " 

Chairman:  The  implication  is  that 
we  felt  we  had  a  jump  on  the  rest  of 
the  computer  companies  because  we 
had  a  more  advanced  system. 

Stockholder:  The  article  says,  "Cer- 
tainly NCR  strategy  has  kept  the  com- 
pany a  major  power  in  office  ma- 
chines." It  goes  on,  "But  the  result  is 
tliat  NCR  has  not  emerged,  at  least 
yet,  as  a  major  computer  maker." 
Now,  have  we  emerged  as  one  yet? 

Ch.\irman:  I  would  say  certainly  we 
have.  Now,  it  all  depends  on  whether 
you  say  a  major  computer  company 
is  one  that  has  a  certain  percent  of  the 
market,  but  our  share  of  the  market  is 
steadily  increasing.  We  have,  as  Presi- 
dent [R.  Stanley]  Laing  said,  orders 
for  some  2,500  Centm;  computers. 
We  have  over  1,C0C  installations. 

Stockholder:  This  is  interesting: 
"Alone  among  the  U.S.  major  office 
equipment  companies  it  [NCR]  had  a 
service  network  to  match  IBM  cheek 
by  jowl  in  computers,  and  an  interna- 
tional spread  that  might  have  made  it 
a  major  factor  on  a  worldwide  basis." 
How  about  that?  Do  we  run  neck  and 
neck  with  IBM? 

Ch.\irman:  What  they  are  talking 
about  is  the  availability  of  service, 
technical  service,  throughout  the 
world.  We  operate  in  some  100  coun- 
tries of  the  world. 

Stockholder:  And  time-sharing? 

Chairman:  You  take  that,  Stan. 

President:  We  are  not,  by  design,  an 
important  factor  in  the  time-sharing 
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/Moving  Finger.  That's  not  a 
new  cash  register  below,  but 
a  stenotypist  at  NCR's  annual 
meeting.  The  company  has 
'  new  versions  of  its  old  stand- 
by, but  Chairman  Oelman 
(above)  acknowledged  that 
cash  register  competition 
gets    tougher    all    the    time. 


game.  We  ought  to  make  it  perfectly 
clear  that  our  share  of  the  EDP  mar- 
ket—I'm talking  about  computers  now 
—is  very  small  compared  with  IBM. 

Stockholder:  After  all,  IBM  is  strict- 
ly a  computer  company. 

President:  Primarily  it's  a  computer 
company.  They  do  make  other  prod- 
ucts. I  think  a  word  or  two  of  back- 
ground is  important.  As  you  know,  a 
number  of  years  ago  we  were  primari- 
ly a  cash  register  and  accounting  ma- 
chine company,  and  we  faced  a  major 
decision  of  converting  this  business  in- 
to a  broad  line  of  EDP  equipment,  in- 
cluding computers.  This  involved  a 
really  staggering  amount  of  expendi- 
ture and  research  and  development. 
Building  our  marketing  and  technical 
service  organizations  to  handle  this 
equipment  involved  us  in  some  very 
major  financial  decisions. 

We  had  to  develop  the  ability  to 
borrow  vast  sums  of  money  to  finance 
this  rental  business;  99%  or  98%  of  all 
our  Century  computers  in  this  coun- 
try are  rented,  which  means  the  job 
of  financing  that  investment  is  huge. 

Second,  we  felt— and  still  do— that 
the  interest  of  our  shareholders  was 
best  served  by  a  gradual  program  of 
transition  into  EDP,  which  would  pre- 
serve the  earning  power  of  the  com- 
pany and  therefore  the  dividend-pay- 
ing part  of  the  company,  as  opposed 
to  the  alternative— recommended  to  us 
by  some  pretty  shrewd  people— that 
we  temporarily  drop  our  earning  pow- 
er way  down. 

Stockholder:  I'm  inclined  to  agree 
with  the  course  you  pursued,  because 
to  strike  head-on  in  competition  to 
IBM— none  of  them  have  made  the 
grade,  none  of  them. 

The  above  extract,  slightly  con- 
densed from  the  transcript  of  NCR's 
annual  meeting,  tells  the  generally  op- 
timistic NCR  story  as  Chairman  Oel- 
man and  President  Laing  see  it.  Prof- 
its were  up  17%  (to  $44  million)   in 

1969,  and  25%  in  the  first  quarter  of 

1970,  over  the  same  periods  a  year 
earlier.  But  that  did  not  deter  stock- 
holders from  asking  a  seiies  of  ques- 
tions on  topics  ranging  all  the  way 
from  unbundling  and  financing  to 
moving  the  annual  meeting  away  from 
Baltimore.  At  last,  however.  Chairman 
Oelman  heard  the  question  all  chair- 
men long  for.  Said  a  particularly  per- 
sistent female  questioner: 

Stockholder:  Now,  I  am  going  to 
close  on  an  agreeable  note— if  you 
don't  mind. 


Chairman:  We  have  no  objection. 
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Market  Mystery 

Nearly  all  of  the  conglomerate  stocks  have 
collapsed.  What's  holding  up  Kinney  National? 


r 


"He  Has  His  World. 


Wall  Street  has  been  taking  a  dim 
view  of  conglomerates  recently,  but 
there  is  one  conglomerate  the  market 
appears  to  consider  an  exception,  Kin- 
ney National  Service  Inc.  Kinney  took 
a  tnmble  in  mid-1969,  from  a  high  of 
almost  45  to  19.  However,  the  stock 
rebomidcd  to  about  35,  and  recent- 
ly sold  at  near  28.  No  other  conglom- 
erate can  make  that  boast.  Litton  In- 
dustries, for  example,  which  once  sold 
at  over  112,  was  down  to  about  20 
lecently;  Ling-Temco-Vought  has 
dropped  from  169).^  to  12. 

What  makes  Kinney  different?  A 
good  question.  It  started  as  a  parking 
lot  on  Kinney  Street  in  Newark,  N.J. 
It  diversified  into  luneral  homes  and 
building  maintenance,  and  then,  like 
all  conglomerates,  started  making  ac- 
quisitions with  various  convertible  se- 
curities—"Chinese  money"  is  the  cur- 
rent Wall  Street  phrase.  Kinney  now 
owns  a  motion  picture  company,  War- 
ner Bros.,  a  record  company,  the  com- 
pany that  publishes  Mad  magazine, 
the  Garden  State  National  Bank  of 
Hackensack,  N.J.  and  a  building  ser- 
vice group.  It  bought  these  almost 
entirely  with  paper.  It  paid  for  Hack- 
ensack Trust,  for  example,  with 
618,054  shares  of  its  common  stock. 
It  printed  over  7.8  million  shares  of 
two  different  kinds  of  convertible 
preferred  to  buy  Warner  Bros. 

A  securities  analyst,  attempting  to 
explain  Kinney's  capital  structure  to  a 
reporter  recently,  finally  said  in  de- 
spair: "It's  somewhat  complicated. 
The  company  has  bonds  and  four  is- 


sues of  convertible  preferred  ahead  of 
the  9.6  million  shares  of  common 
stock.  Indicative  of  the  potential  dilu- 
tion is  the  fact  that  the  company  re- 
served for  future  issuance  17  million 
shares,  mostly  for  conversions." 

Kinney's  bookkeeping  is  hardly  con- 
servative. It  carries  as  assets  $23.7 
million  of  "goodwill,"  which  repre- 
sents the  excess  it  paid  for  acquisitions 
over  their  book  value.  In  spite  of  this 
goodwill  Kinney  has  issued  so  many 
securities  that,  at  the  present  moment, 
the  common  stock  has  no  book  value. 

Last  year,  on  revenues  of  $471.9 
million,  Kinney  lost  9  cents  a  share. 

There  Are  Reasons 

Talk  with  men  in  Wall  Street  and 
they'll  give  you  several  reasons  why 
Kinney  is  doing  better  than  other  con- 
glomerates. The  first  involves  the 
quirks  of  Hollywood  bookkeeping. 

It  is  standard  operating  procedure 
for  the  management  of  a  motion-pic- 
ture company  to  keep  on  its  books  as 
assets  movies  it  knows  will  smell  up  a 
theater.  When  that  management  is 
displaced,  it's  also  standard  operating 
procedure  for  the  new  management 
to  write  these  supposed  assets  down 
almost  to  zero.  The  company  shows  a 
terrible  loss,  but  that,  of  course,  can 
be  blamed  on  the  old  management. 
The  next  year,  if  the  stinkers  gross 
anything  at  all,  the  company  is  almost 
certain  to  show  a  profit,  and  the  new 
management  will  look  terrific. 

When  Kinney  bought  Warner  Bros., 
it  wrote  down  $59  million.  Had  it  not 


Rumors  have  long  circulated  link- 
ing Kinney  with  the  Mafia.  Forbes 
has  been  unable  to  find  a  shred  of 
solid  evidence  to  support  them,  but 

'  nonetheless  put  the  question  direct 
to  Caesar  P.  Kimmel,  executive  vice 
president  and  one  of  Kinney's  big- 

[      gest  stockholders. 

I  Kimmel:  I'm  going  to  tell  you  as 
'honestly  as  I  am  able  to  exactly 
what  happened,  where  all  these  ru- 
mors come  from.  I've  lived  with  this 
over  the  years— the  charge  that  we 
are  run  by  the  Mafia.  It  just  isn't 
true.  We  don't  wear  shoulder  hol- 
sters. We've  never  been  under  the 
influence  of  any  underworld  group. 
Common  sense  should  tell  you 
we're  honest.  Everything  we've 
done  has  turned  to  gold.  I  personal- 
ly hold  over  200,000  shares.  We'd 
have  to  be  out  of  our  heads  to  go 
into  anything  that's  not  legitimate. 
I'm  head  of  the  acquisitions  com- 
mittee. We  could  have  acquired  a 
lot  of  businesses  which  in  our  opin- 
ion were  corrupt.  We  didn't  touch 
them  with  a  ten-foot  pole. 

Did  your  father,  Emmanuel  Kim- 
mel,   who    toas    a    big    gambler, 

V. 

done  so,  on  the  books  it  would  have 
earned  $27.3  million  after  taxes,  $1.60 
a  share.  By  writing  down  the  $59 
million  and  making  allowances  for  tax 
savings,  Kinney  ended  up  with  a  loss 
of  9  cents  a  .share. 

What  Hollywood-wise  investors 
knew,  even  as  Kinney  reported  the 
loss,  was  that,  unless  heaven  caved  in, 
the  company  couldn't  help  but  make  a 


Educating  the  City  S/ic/(er 

Cone  Mills  must  have  looked  like  a  sit- 
ting duck  to  the  big-city  conglomerate. 


WiiEN  New  "lork-lu'adqnartered  Gulf 
&  Western  Industries  began  accumu- 
lating shares  of  Cone  Mills  Corp.  of 
Greensboro,  N.C.  last  year.  Cone's 
chairman,  Ceasar  Cone,  and  its  presi- 
dent and  chief  executive,  Lewis  S. 
Morris,  did  not  even  begin  to  panic. 
Rather,  they  steadfastly  kept  their  cool. 
The  Cone  family  had  founded  the  en- 
teiprise  and  still  admits  to  owning  47% 
of  the  company's  stock.  But  other  fam- 
ily managements,  faced  with  similar 
circumstances,  have  sprung  into  ac- 
tion. They  have  streamlined  opera- 
tions, they  ha\e  corrected  mistakes, 
they  have  cut  costs,   they  have  en- 
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gaged  in  a  flurry  *of  diversification— in 
short,  they  have  transformed  them- 
selves into  veritable  models  of  corpo- 
rate activism. 

Resisfance  Movement 

But  if  Gulf  &  Western's  Chairman 
Charles  G.  Bluhdorn  imagined  that 
Cone  Mills  would  jack  up  the  com- 
pany, and  thereby  jack  up  the  price 
of  the  stock  to  keep  it  out  of  Gulf  & 
XN'estern's  reach— which  would  at  least 
have  permitted  G&W  to  sell  off  its 
holding  of  340,300  Cone  shares  at  a 
fat  capital  gain— he  was  sadl>-  mis- 
taken. Quite  the  contrar\'.  Instead  of 


engaging  in  a  sudden  burst  of  activity. 
Cone  Mills  simply  sat  on  its  hands.  It 
did  not,  for  example,  change  its  in- 
ventory accounting,  a  not  imcommon 
technique  in  the  textile  industry  for 
revealing  hidden  gains.  It  did  not 
switch  from  accelerated  to  nonnalized 
depreciation— which  alone  would  ha\e 
added  24  cents  to  last  year's  earnings 
of  80  cents  a  share.  It  did  not  discover 
that  somehow  it  had  been  overcontri- 
buting  to  its  pension  fund.  Rather, 
Cone  Mills  just  let  its  earnings  go 
their  own  way. 

Things  were  bad  enough  in  any 
ca.se.  Practically  all  U.S.  textile  pro- 
ducers have  been  suffering  from  over- 
production, rising  costs  and  competi- 
tion from  over-seas,  and  Cone  Mills 
was  more  vulnerable  than  most.  Be- 
tween 1966  and  1968,  its  earnings  had 
fallen  from  $3.58  to  99  cents  a  share; 
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/  Have  Mine 


" . 


ever  once  have  control  of  Kinney? 

Kimmel:  Never.  My  father  has 
never  had  anything  to  do  with  the 
founding  of  Kinney.  My  dad  owned 
a  few  pieces  of  some  parking  lots 
and  he  wasn't  too  interested  in  the 
lots,  so  he  gave  them  to  me  and 
said,  "See  what  you  can  do  with 
them."  After  that  my  father  had 
nothing  to  do  with  running  the  lots. 

The  originators  of  Kinney  Park- 
ing Ser\ice  were  me,  Sigmund 
Dombusch,  who  died  in  1956,  and 
Emmanuel  Rosenstein.  We  threw 
in  some  lots  and  each  owned  about 
a  third  of  the  company.  We  took 
long-term  parking  leases  just  before 
the  building  boom  and  made  a  for- 
tune. For  example,  Equitable's 
building  [in  Manhattan]  is  built  on 
land  on  which  we  had  a  30-year 
lease  and  which  we  sold  to  them. 
We  made  a  pile  of  money  on  that. 
[Kimmel  then  explained  how  Steven 
Ross,  now  Kinney  National  presi- 
dent, in  about  1961  put  togetlier 
the  funeral  business  of  his  in-laws, 
his  rent-a-car  business,  a  building 
maintenance  business  and  Kinney.] 

The  trouble  came  when  Vincent 
O'Connor  [then  a  New  York  assist- 


ant district  attorney]  noticed  that 
our  lot  on  50th  Street  had  limou- 
sines leaving  New  York  and  taking 
players  to  a  crap  game  in  New  Jer- 
sey. We  didn't  have  anything  to  do 
with  running  the  game.  We  can 
never  escape  that  period.  Every 
time  they  tried  one  of  the  guys  who 
ran  the  game  a  Kinney  man  was 
called  to  testify.  What  people  al- 
ways forget  is  that  Kinney  testified 
to  help  the  State's  case. 

As  we  get  older,  we  get  wiser. 
Looking  back,  I  can't  understand 
how  we  ever  got  involved.  My  dad 
came  to  us  with  a  business  propo- 
sition to  let  limousines  use  our  lot 
at  night.  I  was  so  young  and  in- 
experienced. We  had  so  little  to 
gain  and  it  left  us  open  to  trouble. 

And  that's  the  event  that  is  re- 
sponsible for  the  rumor  about  the 
Mafia  popping  up  again  and  again? 
That  game  that  your  father  was  in- 
volved with  from  1948  to  1950? 

Kimmel:  To  put  it  bluntly,  I  am 
not  my  father's  keeper.  He  has  his 
world— he  was  born  about  1898— 
and  I  have  mine.  Print  what  you 
want.  The  rumors  are  not  true. 


Kimmel  of  Kinney 


turnaround.  It  did.  Last  month,  Kin- 
ney was  able  to  report  earnings  for  the 
six  months  ending  March  31  of  $1.02 
per  share. 

There's  another  reason  Wall  Street 
looks  favorably  on  Kinney:  It's  not  a 
manufacturing  company.  Of  its  rev- 
enues, approximately  $313.6  million 
comes  from  leisure- time  activities 
(movies,  records)  and  $124.9  million 


from  its  building  services  group. 
Rightly  or  wrongly,  Wall  Street  ap- 
pears to  feel  that,  while  people  may 
hesitate  to  buy  a  new  car  this  year, 
they  won't  stop  buying  records  or  hir- 
ing a  company  to  have  their  office 
windows  cleaned. 

Says  a  security  analyst:  "The  likeli- 
hood is  that  Kinney  will  return  to 
$1.60  a  share  this  year." 


So  there  you  have  it.  The  stock  mar- 
ket is  retreating,  solid  growth  compa- 
nies are  selling  at  the  lowest  prices  in 
years  and  good  blue  chips  are  often 
at  less  than  ten  times  earnings.  Here 
is  a  conglomerate,  and  one  whose 
common  stock  is  actually  underwater, 
that  sells  at  20  times  earnings. 

You  figure  it  out.  Nobody  on  Wall 
Street  we  talked  with  could.  ■ 


Bhhdorn  of  Gulf  &  Western 


i^Nri-? 


and  last  year,  even  though  its  sales 
were  rising  by  $17  million  to  $279 
million,  net  earnings  fell  by  another 
$50,000  to  $3.4  million  or  97  cents  a 
share.  That  less-than-exciting  showing 
was  made  to  look  even  worse  by  the 
writing  off  of  another  17  cents  a 
share  (after  taxes)  in  losses  resulting 
from  a  flood  last  June. 

With  a  book  value  of  $39.27  a 
share.  Cone  Mills  common  may  have 
looked  somewhat  tempting  even  at 
last  year's  market  high  of  24%.  But  as 
the  price  continued  to  slide  in  a  crum- 
bling stock  market  to  a  low  of  13/4,  it 
came  to  look  considerably  less  so.  For 
one  thing.  Gulf  &  Western,  instead  of 
garnering  capital  gains,  was  harvest- 
ing capital  losses.  Last  month,  there- 
fore. Cone  management  helped  Gulf 
&  Western  pull  its  chestnuts  out  of  the 
fire.   It  paid  Gulf  &  Western  nearly 
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$4.8  million,  or  $14  a  share,  for 
G&Ws  9.8%  holding-a  price  that 
could  only  have  meant  at  least  a  mod- 
erate loss  for  G&W. 

Cone  Mills  did  not  come  off  en- 
tirely scot-free.  The  terms  of  the  in- 
denture on  its  long-term  debt  limit 
stock  purchases  or  cash  dividends  to 
about  $4.7  million,  so  that  Cone,  hav- 
ing already  declared  $1.6  milfion  in 
dividends  for  the  first  half,  had  to  en- 
gage in  some  fancy  negotiations  with 
its  lenders  to  pull  off  the  deal.  Just 
how  high  a  price  the  company  had  to 
pay  no  one  is  saying,  but  its  stock- 
holders can  reflect  that  there  is  all 
that  treasury  stock  available  for  stock 
dividends  and  acquisitions.  And  who 
would  be  surprised— now  that  G&W 
is  out  of  its  hair— if  Cone  manage- 
ment should  discover  some  interesting 
new  opportunities.   ■ 
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Airlines 


w^^s^^^m^ 


PH-0CT 
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Don't  tfjin/(  of  airlines  as  Just  another  form  of 
transportation.  In  a  sense,  this  is  a  leisure-time 
service  industry,  and  for  all  of  its  troubles,  it's 
hard  to  see  anything  but  a  brilliant  future  for  it. 


During  the  mid-Sixties,  airlines 
stocks  made  heroes  out  of  a  good  many 
money  managers.  When  the  stock  mar- 
ket came  back  from  its  1962  lows, 
few  groups  moved  further  or  faster 
than  the  airhnes:  American  from  8  to 
50  between  then  and  1967;  Delta  2 
to  over  40;  Eastern  8  to  60;  North- 
west 3  to  67;  TWA  from  7  to  the 
90s;  UAL  9  to  87.  Fortunes  were 
made  by  those  who  had  the  foresight 
to  realize  that  what  looked  like  a  de- 
bacle was,  in  fact,  simply  a  cyclical 
bottom,  a  rare  buying  opportimity. 

Now  the  airlines  are  down  sharply, 
more  than  the  market.  As  an  industry, 
the  airlines  lost  $48  million  in  1970's 
first  quarter.  The  chart  on  page  25 
shows  that  the  eight  leading  airlines' 
stocks  currently  sell  for  less  than  half 
what  they  did  at  their  1967  highs; 
UAL,  biggest  company  in  the  indus- 
try, sells  for  under  25%  of  what  it  did 
then.  Based  on  market  prices,  you 
could  trade  Avon  Products  for  the 
whole  industry  and  still  get  back  near- 
ly $1.5  billion  in  change. 

Thus  an  entire  major  U.S.  industry 
is  valued  by  the  market  as  worth  less 
than  one  good-sized  growth  company. 

Encore? 

Are  the  industry's  troubles  exag- 
gerated in  1970  as  they  were  in  1960? 
Certainly  there  are  powerful  parallels. 
Then,  as  now,  industiy  growth  had 
slowed  below  expectations.  Then,  as 
now,  the  industry  was  breaking  in  bil- 
lions of  dollars  worth  of  new  equip- 
ment. Then,  as  now,  the  industiy  was 
carrying  a  huge  debt  load. 

Will  1970's  problems  pass  away  as 
dramatically  as  1962's?  Are  the  air- 
lines going  through  another  one  of 
their  predictable  cycles,  with  a  major 
upturn  coming? 

For  more  than  a  month  now, 
Forbes  reporters  have  been  asking 
this  question.  They  have  found  much 
to  be  hopeful  about  in  spite  of  the 
current  spate  of  wretched  earnings 
statements— and  half-empty  planes. 

To  be  sure,  even  the  optimists  have 
about  written  off  1970  as  a  strong 
comeback  year.  Secor  D.  Browne,  the 
Nixon-appointed  chairman  of  the  Civil 
Aeronautics  Board  in  Washington,  had 
this  to  say:  "The  industry  would  have 
started  its  upturn  before  this  except 
for  the  soft  economy  and  tight  money. 
There  is  now  a  temporary  overcapac- 
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ity,  with  the  introduction  of  the  747s, 
and  the  absorption  will  be  longer  than 
was  anticipated." 

Rex  E.  Bruno,  UAL's  vice  president 
for  finance,  says  flatly:  "It's  going  to 
be  very  difficult  for  us  to  match  last 
year  unless  something  further  happens 
in  the  fare  picture  and  the  economy." 

For  all  of  this,  the  airlines  have  one 
overwhelming  thing  going  for  them. 
What  passes  for  a  recession  for  the 
airlines  would  look  like  roaring  pros- 
perity for  most  big  industries.  The 
powerful  fact  is  this:  Last  year  the 
airlines  enjoyed  a  12.5%  gain  in  rev- 
enues (to  $7.8  billion);  in  the  year's 
first  quarter  there  was  a  further  gain 
of  12%;  and  the  industry  expects  con- 
tinuing growth  of  10%-12%  annually. 

The  airlines  remain,  in  short,  a 
great  growth  industry. 

Its  problems,  of  course,  are  pain- 
fully visible. 

There  have  been  air  controllers* 
strikes  and  other  jam-ups  at  the  air- 
ports. Wages,  which  make  up  nearly 
half  the  industiy's  costs,  have  been 
climbing  almost  out  of  control.  Noise 
pollution  has  become  a  public  issue, 
with  the  airlines  a  prime  target.  And 
the  airlines  are  breaking  in  a  whole 
new  generation  of  planes— the  big, 
wide-bodied  jets— of  which  the  Boeing 
747s  are  only  the  first  installment.  Yet 
to  come  are  McDonnell  Douglas' 
DC-10  and  Lockheed's  L-1011. 

Take  these  wide-bodied  jets.  For  all 
their  break-in  problems,  they  have  al- 
ready proved  themselves  as  business- 
getters.  Pan  Am  is  now  flying  747s  on 
its  major  routes  to  London,  Tokyo, 
Paris,  Frankfurt,  Honolulu,  Hong  Kong 
and  San  Juan.  Through  Apr.  30,  it 
claims  a  gain  of  78%  of  passengers  car- 
ried on  these  routes  as  compared  with 
last  year  when  707s  were  being  used. 
What  with  higher  costs  and  greatly 
reduced  average  fares,  that  wasn't 
enough  to  save  Pan  Am  from  $20  mil- 
lion in  red  ink  in  the  first  quarter,  but 
it  gave  it  a  huge  marketing  advantage 
over  its  competitors. 

Between  New  York  and  Los  An- 
geles, both  Trans  World  Airlines  and 
American  Airlines  are  now  flying  747s; 
United  is  not  (it  won't  have  any  in 
service  until  near  the  end  of  the  year). 
Result:  While  both  TWA  and  Ameri- 
can are  running  ahead  of  last  year  on 
this  route.  United  is  running  about 
10%  behind.  Says  Pan  Am's  President 
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Xajeeb  E.  Halaby,  "The  history  of  air 
transportation  shows  that  those  car- 
riers who  do  not  re-equip  with  new 
aircraft  early  and  on  a  large  scale  are 
the  long-term  losers." 

\\'ill  the  wide-bodied  jets  have  an 
'economic  advantage  as  well  as  a  mar- 
keting advantage?  \ot  right  off. 

The  747  costs  S23  million  to  S25 
milUon,  with  avionic  equipment  and 
spares;  the  airbuses  close  to  S20  mil- 
lion. This  compares  with  about  $6 
million  for  the  first  jets  (now  close  to 
$10  million).  The  big  ones  are  not 
faster  than  the  existing  jets,  .so  there  is 
no  question  of  faster  turnaround  time 
—as  the  jets  had.  Nor  will  they  enjoy 
the  maintenance  savings  the  first  jets 
did  over  the  prop-craft. 

Right  from  the  start,  however,  the 
direct  costs  of  operating  the  wide- 
bodies  will  be  somewhat  lower  than 
the  existing  jets.  "The  747,"  Pan  Am's 
Halaby  recently  told  his  annual  meet- 
ing, "will  .  .  .  cost  at  least  15%  less  per 
seat  mile  to  operate."  What  hurts  is 
that  the  new  jets  came  at  a  bad  time. 
There  will  be  staggering  interest  and 
amortization  costs  on  the  $2.5  billion 
to  S3  billion  for  114  747s  and  about 
$5  billion  for  288  airbuses  ordered  or 
on  option.  This  for  an  industry  al- 
ready burdened  with  overcapacity. 
The  industry's  50?  passenger  load  fac- 
tor in  1969  was  the  lowest  it  has  been 
for  decades.  This  year  will  be  worse. 
Passenger  load  factor  is  a  bread-and- 
butter  term,  simply  defined  as  the  per- 
cent of  available  seats  filled  by  pay- 
ing passengers.  Used  in  conjunction 
with  the  break-even  load  factor,  it  is 
a  good  measure  of  an  airlines's  prof- 
itability (see  chart  p.  30). 

To  meet  this  situation,  the  airlines 
are  trying  to  brake  the  growth  of  ca- 
pacity. The  CAH  estimated  last  year 
that  seat-mile  additions  in  1970  would 
be  about  12.55?,  but  the  evidence  now 


is  that  it  will  be  lower;  Donald  J. 
Lloyd-Jones,  American's  senior  vice 
president,  finance,  now  estimates  that 
the  domestic  trunk  lines  will  add  8% 
or  fewer  seat  miles  in  1970. 

American,  for  example,  will  sell  its 
Boeing  720s  as  it  receives  its  747s,  and 
later  will  unload  its  BAC-llls  as  it 
receives  its  airbuses.  Eastern  will  have 
sold  15  Boeing  720s  by  the  end  of  the 
year  (to  Boeing)  and  will  have  re- 
turned 15  DC-9s  by  not  renewing 
their  leases.  Eastern  is  also  leasing  two 
DC-8s  to  Japan  Air  Lines  and  is  look- 
ing to  sell  others.  Pan  Am  has  23 
707s  for  sale.  Other  aii  lines  are  reti- 
cent to  talk  of  aircraft  disposal  plans, 
but  one  financial  analyst  Forbes 
talked  to  confinned  that  the  industry 
is  grounding  and  reducing  its  utiliza- 
tion of  older  jets  on  a  large  scale. 

Meanwhile,  working  for  the  indus- 
try and  against  overcapacity  is  the 
steady,  .seemingly  unstoppable  growth 
in  traffic.  Sooner  or  later— and  prob- 
ably sooner— passenger  growth  will 
overtake  capacity  growth  again,  and 
when  that  happens,  the  load  factor 
will  begin  to  rise.  At  that  point,  the 
industry's  inherent  leverage  will  begin 
working  for  it  rather  than  against  it. 
At  the  end  of  1969  the  industry's 
debt/equity  ratio  was  60/40,  and  it  is 
still  rising.  The  airlines  will  .spend  $9 
billion  to  $10  billion  on  aircraft  and 
ground  facilities  in  the  next  four  years, 
and  most  of  it  will  be,  one  way  or  an- 
other, borrowed  money.  Not  everyone 
can  stand  the  pace:  Western,  for  in- 
stance, had  to  cancel  its  747s  because 
it  could  not  secure  satisfactory  financ- 
ing. Continental  will  pay  10.5%  (one 
source  estimates  it  closer  to  12%,  with 
extras)  for  part  of  its  $90  million  for 
four  747s. 

There  will,  inevitably,  be  some  dilu- 
tion of  equity.  Eastern  in  January  sold 
convertible    debentures    representing 


THE  LOW-FLIERS 

The  stock  market  has  rarely  been 
high  on  the  airlines.  The  combined 
market  value  of  the  eight  biggest 
U.S.  airlines*  in  1962  reached  a 
low  of  less  than  $550  million;  even 
in  1967,  when  airline  stocks  were 
flying  high,  the  figure  was  under 
$8  billion  —  less  than  $1  billion 
above  the  market  value  of  Xerox  at 
the  time.  Today  the  eight  top  U.S. 
airlines,  which  comprise  close  to 
90%  of  the  industry,  sell  for  just 
$2.6  billion,  much  less  than  the 
value  of  such  single  companies  as 
American  Home  or  Avon  Products. 
Below,  the  combined  value  of 
the  eight  biggest  lines  is  compared 
with  that  of  one  growth  company, 
Xerox.  Conclusion:  Airline  stocks 
have  a  lot  of  room  to  grow. 


Complications,  tarty  experience  with  the  747s  incJicafes  that  ttie  wait 
for  the  washrooms  is  frequently  longer  than  in  the  old  jets.  Why?  A 
good  guess  is  that  because  of  the  roominess,  passengers  tend  to  wander 
around  more;  frequently  the  washroom  becomes  the  destination.  But  this 
is  a  small  flaw.  Early  experience  diso  shows  that  people  appreciate  the 
extra  comfort:  American  says  load  factor  in  747  first  class  ranges  up  to 
90  %  —and  it  has  already  increased  the  proportion  of  first-class  seats. 
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High  And  Low.  Aloft,  the  airlines  are  generally  models  of  efficiency. 
On  the  ground,  it  is  another  matter:  long  delays  on  takeoff  and  on 
landing,  poor  transportation  to  and  from  airports  and  baggage  foul- 
ups.  The  new  airport/airways  legislation,  providing  $530  million  a  year, 
partly  from  a  tax  on  tickets,  should  do  much  to  improve  the  traffic  situa- 
tion. To  improve  the  ground  support  facilities  and  equipment,  the  air- 
lines themselves  plan  to  spend  almost  $2  billion  over  the  next  five  years. 


about  30%  potential  dilution.  Referring , 
to  this  offering,  Charles  J.  Simons, 
Eastern's  senior  vice  president  and 
chief  financial  officer,  said:  "We  want-' 
ed  to  show  the  lending  institutions 
that  when  equity  was  required  we'd 
be  willing  to  step  into  the  water." 

But  for  those  who  can  avoid  the  di- 
lution, the  benefits  will  be  considera- 
ble, once  profits  begin  to  rise.  For 
even  at  10%  interest,  the  after-tax  cost 
is  only  5%,  and  thus  the  industry's  big 
debt  load  could  exert  a  huge  upward 
lever  on  earnings. 

For  Rent 

'  The  industry  has  found  ways  of  ex- 
panding, moreover,  that  spare  at  least 
the  stronger  companies  the  need  for 
equity  financing:  long-temi  leasing— 
rather  than  purchase— of  aircraft.  In 
1964  the  12  majors  paid  $30.6  million 
in  lease  rentals;  in  1969  they  paid 
over  $100  million;  in  future  years  they 
will  pay  far  more.  The  CAB  last  year 
predicted  that  leasing,  rather  than  ac- 
quisition, of  aircraft  will  be  the  more 
prevalent  fonn  of  financing.  Currently, 
lessors  may  be  other  airlines,  manu- 
facturers, leasing  companies  or  banks. 

Malcolm  T.  Hopkins,  TWA's  vice 
president  and  treasurer,  described  to 
Forbes  his  variation  on  the  participa- 
tion-trust type  of  leasing,  which  will 
be  a  dominant  form  of  financing  for 
many  carriers.  TWA  financed  about 
$300  million  of  new  aircraft  in  three 
separate  such  deals;  others  have  and 
are  about  to  enter  into  similar  ar- 
rangements. In  this  leasing  arrange- 
ment, the  aircraft  are  owned  by  a  bank 
or  group  of  banks  and  leased  for  15 
years  to  TWA,  with  TWA  having  an 
option  to  purchase  at  fair  market  value 
at  the  end  of  the  15  years.  The  bank 
put  up  20%-30%  of  the  capital;  the 
balance  was  supplied  by  institutions 
in  two  cases  and  public  investors  in 
one  case.  TWA  was  the  first  to  go  to 
the  public  for  capital  in  this  leasing 
arrangement.  It  will  not  be  the  last. 

This  leasing  arrangement,  in  effect, 
supplies  potential  leverage  to  earnings 
without  the  need  for  direct  debt. 

Mergers  are  not  always  popular 
with  management;  they  reduce  the 
number  of  top  jobs  available  and  cost 
proud  companies  their  independence. 
However,  the  temporary  dip  the  in- 
dustry is  going  through  may  well  force 
some  mergers.  In  the  long  run,  they 
will  be  health\-  for  the  industry.  "The 
CAB  is  not  prepared  to  initiate  merg- 
ers or  act  as  marriage  brokers,"  CAB 
chairman  Browne  told  Forbes.  But  he 
concludes  that  mergers  probably  will 
occur,  and  the  CAB  of  necessity  will 
be  involved  and  may  well  be  instru- 
mental in  assisting  some. 

It  is  doul)tful  that  a  merger  be- 
tween any  of  the  Big  Five— American, 
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THE  RADIAL  REVOLUTION.  We  have 
to  own  up.  We  started  it. 

Way  back  in  1948. 

Do  you  recall?  It  was  the  year  we 
introduced  the  Michelin-X  Radial  Tire. 

What  have  we  been  doing  since  that 
revolution  in  1948? 

Testing  and  perfecting,  of  course. 
You  can't  start  something  revolution- 
ary like  this  unless  you're  prepared  to 
make  it  work  better  and  better. 

Now  the  Michelin-X  tire  stands  out 
as  the  pace-setter,  the  steel  radial 
tire  the  others  have  to  measure  them- 
selves against. 


What  does  this  mean  to  you  in  plain 

simple  facts? 

The  Michelin-X  Steel  Radial  tire  is 
first  of  all  built  for  today's  hi-speed 
turnpike  driving.  Its  revolutionary  radial 
construction  combined  with  the  unique 
steel  safety  belt  beneath  the  tread  vir- 
tually eliminates  dangerous  heat  blow- 
outs and  punctures. 

Michelins  grip  the  road  better  no 
matter  what  the  speed  or  condition  of 
the  surface. 

We  guarantee  in  writing  at  least 
40,000  miles  on  our  Michelin-X  treads. 
Four  to  one  as  compared  to  most 


"ordinaries"  is  not  unusual. 

We're  proud  we  can  make  such  a 
guarantee.  We're  proud  of  our  world 
leadership  in  new  tire  improvements. 

And  we're  even  happy  to  say  it . . . 

We're  proud  we  start  revolutions. 

WRITE   OR   CALL   COLLECT   FOR 
COMPLETE  DETAILS 
ON    OUR    REVOLU- 
TIONARY MICHELIN-X 
RADIAL  TIRES. 

Now  original  equip- 
ment on  the  Lincoln 
Continental  Mark  III, 


WORLD  LEtOCRSHIP 
IN  TIRE  INNOVATION 


"MIchrlln  suarantee  Cflvers  10.000  mile  iread  life,  defects  In  workmanship  and  materials  and  nortnal  road  hazards  (etcludlng  repairahle  punctures).  Is  limited  to  free  repair,  or  credit  or  refund  equal  to  original  purchase 
pric«  multiplied  by  percentage  of  guaranteed  mileage  not  run  (at  Micitelin's  option),  and  is  cundltloned  upon  use  with  "Alrslop"  tubes  (where  applicable!  and  non-comtuercial  use  on  passenger  car  or  station  wagon." 


2500   MARCUS  AVE.,  LAKE  SUCCESS,  NEW  YORK  11040  •  516-488-3500 
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Send  the  mos 

exacting  maii 

on  your  Plam 

Location  Team  td 

S0UTHEAS1 

PENNSYLVANIA 


You'll  be  sending  him  into  the  very 
hub  of  the  great  Eastern  Megalop- 
olis, served  by  the  Philadelphia 
Electric  Company.  This  broad  and 
booming  region  reaches  out  over 
2,400  square  miles  of  Southeast 
Pennsylvania  and  Maryland.  Almost 
4,000,000  people  live  here. 

The  firsthand  knowledge  he  gains 
will  convince  the  most  exacting  of 
men  that  we  have  a  great  deal  going 
for  industry.  Here  is  a  short  preview: 

New  York-Washington  Midpoint— 

From  Philadelphia  and  Southeast 
Pennsylvania  you  fly  to  Washing- 
ton in  34  minutes.  New  York  is  90 
minutes  by  train. 

Great  Market -A  100-mile  radius 
from  Philadelphia  takes  in 
26,000,000  people  -13%  of  the  na- 
tion. (i>  With  more  than  80  billion 
dollars  a  year  to  spend ^^^  —15%  of 
U.S.  buying  power. 

Diversified  industry  — 90%  of  in- 
dustries listed  by  the  U.S.  Census 
produce  here.  Including  chemicals. 


pharmaceuticals,  food  processing, 
apparel,  electronics,  electrical 
machinery,  metal  fabricating, 
aerospace. 

Rail,  Air,  Water  Hub  -  Southeast 
Pennsylvania  speeds  goods  and 
people  over  three  major  railroads. 


Southeast  Pennsylvania  (area  in  white)  stands 

at  the  heart  of  America's  megalopolis.  Midway 

between  New  York  and  Washington. 


More  than  400  trucking  firms  rol 
goods  over  its  highway  system. 

15  major  airlines  fly  over  5,000,00* 
people  in  and  out  yearly. 

In  Philadelphia's  freshwater  ports 
105  shipping  lines  dock  cargo  at  4f 
piers  and  connect  with  313  work 
ports.  In  1969,  foreign  cargo 
through  Philadelphia's  growin| 
ports  totaled  57,500,000  tons.  Uj 
8%,  an  all-time  high.  In  imports 
Philadelphia  is  again  the  nation's 
No.  1  port.'S) 

Dependable  Labor —Southeas 
Pennsylvania  has  an  enviable  labo 
relations  record.  Sign  of  stability 
almost  62%  of  Philadelphians  ow 
their  homes. 

Research  and  Skilled  Profession 

als  — Southeast  Peimsylvania  hs 
more  than  425  research  laboratc 
ries,  employing  15,000  scientist 
and  engineers.  The  annual  R  &  1 
dollar  volume  exceeds  500  millioi 


P 


76  Industrial  Parks,  500  Sites- 
Southeast  Pennsylvania  has  avail- 
able 29,000  acres  in  zoned  sites, 
10,000  of  them  in  76  industrial 
parks  convenient  to  transporta- 
tion. Water  is  abundant. 

Education  —Count  on  a  continually 
renewed  reservoir  of  young  engi- 
neers and  scientists  from  many  of 
Southeast  Permsylvania's  32  four- 
year  universities  and  colleges. 
!Many  technical  schools,  too. 

100%  Financing  —  Qualified  com- 
panies locating  new  plants  within 
'Philadelphia's  city  limits  can  ar- 
^range  up  to  100%  financing  with 
the  Philadelphia  Industrial  Devel- 
opment Corporation.  The  Penn- 
sylvania Industrial  Development 
Authority  works  with  banks  and 
non-profit  community  groups  on 
advantageovis  mortgage  amortiza- 
tion. 

Good  Life  —  Suburban  Southeast 
Pennsylvania  coimties  are  known 


far  and  wide  for  comfortable  liv- 
ing. Philadelphia's  mid-city  re- 
naissance is  flourishing.  And  still, 
living  costs  less  than  in  12  largest 
metropolitan  areas.  Homes  cost 
less  than  in  16  such  areas. 

After  Hours  —  Southeast  Pennsyl- 
vania's riches  in  the  arts  include 
the  Philadelphia  Museum  of  Art, 
the  Pennsylvania  Academy  of  the 
Fine  Arts,  the  Academy  of  Music, 
the  Philadelphia  Orchestra,  the 
Pennsylvania  Ballet  Company. 
Plus  professional  theatre  and  pro- 
fessional repertory  and  the  world's 
finest  films. 
Pro  football,  baseball,  basketball 


and  ice  hockey  head  the  sports  list. 
Two  hours  away:  Pocono  Mountain 
skiing,  fishing  and  hunting.  New 
Jersey  beaches  are  a  90-minute 
drive. 

So  have  yovur  exacting  man  get  in 
touch  with  William  Taylor,  Jr., 
Manager,  Area  Development  De- 
partment, Philadelphia  Electric 
Company.  Bill  will  supply  him  with 
facts  and  figures  building  a  strong 
case  for  Southeast  Pennsylvania. 


Source : 

<'^  U.  S.  Bureau  of  the  Census . 

"'  "Survey  of  Buying  Power."  Sales 

Management. 
<'>  U.  S.  Department  of  Commerce. 


PHILADELPHIA  ELECTRIC  COMPANY 

1000  Chestnut  Street,  Philadelphia,  Pa.  19105 

A  forward-looking,  investor-owned  company  with  more  than  100,000  stockholders. 
Serving  Southeast  Pennsylvania  with  the  help  of  atomic  power. 


Eastern,  Pan  Am,  TWA  or  United-' 
would  be  approved,  because  of  size. 
But  mergers  are  very  possible  with 
Western,  Continental,  Braniff  or  Na- 
tional and  another  noncompeting  car- 
rier. Western,  in  particular,  is  in  trou- 
ble. -  It  is  in  bad  financial  condition 
and  has  no  747s.  But  it  does  have 
relatively  favorable  route  structures,  so 
Western  is  a  prime  candidate. 

Braniff,  of  course,  has  a  for-sale  sign 
up.  The  Justice  Department  has  or- 
dered Ling-Temco-Vought  to  sell 
Braniff  within  three  years.  Braniff's 
chief  executive  officer,  Harding  Law- 
rence, said  that  "many  are  looking"  at 
Braniff,  whose  route  structure  would 
fit  well  with  many. 

Eastern  would  presumably  love 
Pacific  or  other  overseas  routes.  Pan 
Am  some  domestic  routes.  Merger 
would  be  a  handy  way  to  get  them. 

Delta  and  Northwest  are  special 
cases,  being  the  most  profitable,  al- 
though medium  sized.  "It's  real  diffi- 
cult," Delta  President  Charles  H.  Dol- 
son  told  Forbes,  "for  an  outfit  as  well 
off  as  we  are  to  even  talk  merger,  be- 
cause the  prospective  partners,  the- 
oretically at  least,  are  in  a  poor  bar- 
gaining position"— meaning  that  Delta 
has  nearly  twice  the  stock  market  val- 
ue of,  say.  Pan  Am,  which  is  twice 
as  big.  So  it  would  at  least  be  prudent 
to  remember  the  remark  of  TWA 
President  Forwood  C.  Wiser  Jr.  about 
the  last  wave  of  merger  talk  back  in 
the  early  Sixties:  "By  the  time  every- 
body got  through  talking  to  each  oth- 
er, the  cycle  had  started  back  up 
again  and  nothing  happened." 

What  about  fares?  They,  of  course, 
will  have  to  go  up.  Last  year  the  in- 
dustry earned  $151  million.  There 
were  two  fare  increases  in  1969.  One 
in  February  amounted  to  about  3.85S. 
The  other,  in  October,  amounted  to 
6.35%.  Together  they  were  probably 
worth  about  $200  million  in  operat- 
ing revenues.  Without  them,  the  in- 
dustry would  have  likely  been  in  a  loss 


Improved  Visibility?  The  outcry  against  air  pollution 
has  forced  the  airlines  into  spending  $13  million-$l 5 
million  to  make  older  jet  engines  smoke-free   by  the 


end  of  1 972.  The  modified  engines  will  trail  little  or  no 
smoke.  But  they  v/ill  produce  more  nitrogen  oxides 
—invisible    but   probably    more    dangerous    to    health. 
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THE  ONLY  MEMBER  OF  YOUR  STAFF 
WITHOUT  ANY  PLANS  FOR  RETIREMENT. 


ost  of  the  modern  plug-in  appliances 
»ve  a  somewhat  limited  life-time.  They're 
vely  while  they  last— but  often  they  don't 
5t  too  long. 

Taking  a  stand  against  this  trend  of 
Teat  today  and  gone  tomorrow"  is  the 
ermes  10  from  Switzerland.  It's  the 
west  of  the  office  electric  t>-pewTiters 
id  like  all  other  Swiss-made  machines, 
s  built  to  last. 

This  doesn't  mean  it's  big  and  clunky, 
n  the  contrary,  it  weighs  only  25  lbs 
mpared  to  the  usual  50.  TTiat's  because 
e  Hermes  precision  engineers  were  able 
refine  and  stream-line  the  mechanical 
irts,  making  them  superior  to  most  and 
laller  than  any. 
Nor  is  it  expensive.  It  costs  only  $295, 


whereas  most  good  electrics  go  from  $400 
to  $600.  The  smart  engineering  that  makes 
it  smaller,  also  makes  it  cheaper  to  produce! 

Yet  it  does  all  the  things  you  expect  a 
good  electric  office  machine  to  do.  It  has 
the  full-sized  keyboard  with  44  keys.  The 
space-bar  and  8  symbols  repeat 
automatically.  It  takes  paper  up  to  13" 
wide.  It  has  exclusive  Flying  Red  Margins^ 
that  show  where  the  margins  are  at  all 
times  (particularly  useful  if  you  have  lots 
of  letters  going  out),  a  fully  automatic 
tabulator  and  carriage  return,  a  lever  to 
adjust  to  your  preference  of  touch,  another 
one  to  control  the  pressure  of  the  keys  in 
order  to  obtain  a  larger  number  of  clear 
copies.  Call  a  Hermes  dealer  to  see  all  of 
the  additional  extras,  get  an  impression  of 


the  built-in  sturdiness,  try  the  neatly 
grouped  service  keys,  and  consider  how  it 
looks. .  .low,  lean,  modern.  A  whole  lot 
better  than  the  thing  that's  cluttering  up 
your  secretary's  desk  right  now! 

So. .  .secretaries  may  come  and 
secretaries  may  go,  but  one  Hermes  10  will 
keep  a  whole  succession  of  yours  happy. 

For  the  name  of  your  nearest  Hermes 
dealer,  check  the  Yellow  Pages  or  wTite  to 
address  below. 

If  you  only  want  to  buy  a  t>'pe\\Titer 
once,  buy  a  Hermes.  LjPDimP^ 

Paillard  Iniorpuratud 

l^iOO  lower  Road,  Linden.  N,|  070?6. 

Other  prtxlucts.  Bolex  movie  equipment. 

Hasselblad  camer.i'.  and  accessories. 


S^Wi 


0U  uon  t  just  lease  a  car. 
libu  lease  a  campai^. 

1  The  first  concern  of  a  fleet  manager  is  the  car. 
Can  you  get  the  models  you  want  when  and 
where  you  want  them.   '  • 

Well,  this  year  alone,  Hertz  will  operate 
almost  25,000  lease  cars.  To  do  this,  we  maintain 
constant  contact  with  an  extensive  network  of 
new  car  dealers— approximately  3,000  of  them. 
And  these  dealers  are  strategically  located  in 
every  area  throughout  the  country  for  prompt 
delivery  of  lease  cars  to  our  customers. 

And  of  equal  concern  is  the  quality  of  the  lease.  A  lease's  quality 
depends  on  how  closely  it  comes  to  matching  what  you  need.  Over  the 
past  35  years  that  we  Ve  been  leasing  cars,  we  Ve  pioneered  most  of  the 
varied  leasing  plans  available  today.  And  through  this  experience, 
we  Ve  learned  how  to  arrange  leasing  plans  that  are  precisely  fitted  to 
your  situation. 

This  can  be  anything  from  our  full  maintenance  lease  plans,  where 
the  major  thing  you  do  is  pay  a  simple  bill  each  month,  to  a  plan  where 
we  simply  handle  the  purchase  and  sale  of  your  fieet  for  you. 

We  Ve  put  together  a  booklet  explaining  40  reasons  why  you  should 
lease  your  cars  from  us.  If  you  are  now  leasing  your  fleet  from  some- 
body else,  you  may  be  getting  some  of  the  benefits 
and  services  it  describes— but  we  doubt  that  you 
are  getting  all  of  them.  If  you'd  like  a  copy 
of  this  booklet,  as  well  as  other  information 
about  Hertz  Car  Lease,  just  write  to  us  at 
P.O.  Box2513,  New  York,  New  York. 

You'll  find  there  is  a  lot  more  to  leasing  a  car 
and  a  company  than  there  is  to  just  leasing  a  car. 


Hertz 

Car  Lease 
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1969' 
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Average 

1969-70 

Earnings 
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(000) 

1968 

(000) 

1968 

1969 

1965-69 

Recent 

Range 

Ratio 

American  Airlines 

52.8% 

$1,032,960 

7.9% 

$38,468 

8.5% 

10.1% 

16.0% 

233/4 

381/2-21 

10 

Braniff  Airways 

46.06 

325,648 

10.7 

6,215 

—40.3 

7.0 

16.5 

8 

231/2-  6% 

24 

Continental  Airlines 

49.9 

255,660 

22.8 

3,207 

—22.4 

3.0 

19.6 

8% 

241/4-  8% 

32 

Delta  Air  Lines 

53.0E 

573,073 

22.6 

41,487 

9.6 

17.8 

27.4 

271/8 

401/8-263/4 

12 

Eastern  Airlines 

52.45 

889,563 

16.8 

—2,323 

t 

def. 

17.6 

145/8 

321/4-123/8 



National  Airlines 

43.5 

270,113 

8.6 

15,051 

—26.2 

12.6 

25.1 

i2y2 

471/2-121/2 

7 

Northeast  Airlines 

43.1 

122,089 

9.3 

—28,843 

t 

def. 

def. 

41/4 

201/2-  4 

— 

Northwest  Airlines 

46.0 

467,938 

12.4 

51,466 

2.8 

12.4 

24.0 

18 

441/4-I8 

7 

Pan  Amer  World  Airways 

56.7 

1,045,000 

0.9 

'  —25,888 

t 

def. 

14.3 

8V2 

313/4-   8I/2 



Trans  World  Airlines 

42.7 

1,098,440 

15.8 

19,894 

—7.6 

5.0 

13.4 

12% 

483/4-121/2 

— 

UAL.  Inc. 

53.6 

1,477,546 

17.1 

44,693 

7.0 

8.0 

12.7 

177/8 

481/2-1778 

11 

Western  Air  Lines 

47.3 

240.352 

8.3 

—12,199 

t 

def. 

13.9 

lO'/s 

443/8-10% 

— 

*  Calendar  year  basis. 

t  Deficit  both  periods. 

X  Profit 

to  a  deficit. 

def.— Deficit 

E- 

•Estimate. 

position  in  1969.  With  costs  still  rising, 
the  industry  is  clamoring  for  a  new 
fare  increase.  It  is  likely  to  get  it. 

"I  have  the  very  firm  opinion  that 
this  is  a  profit-making  industry  and 
that  the  airlines  ought  to  make  mon- 
ey," says  CAB  Chairman  Browne.  The 
CAB  now  has  the  whole  fare  structure 
under  e.xamination.  "Without  this  gen- 
eral investigation,"  Browne  goes  on, 
"I  can't  justify  a  fare  increase  to  my- 
self, much  less  to  Congress."  The  in- 
dustry' is  convinced  that  the  study 
must  be  finished  by  the  year's  end; 
Browne  is  convinced  that  it  will  be. 
-Meanwhile,  the  prospects  are  that 
there  will  be  at  least  an  interim  fare 
increase  this  year.  How  much?  One 
guess,  and  only  a  guess,  is  around  5%. 


Combined  with  the  new  use  tax  for 
airport/airways  improvement,  this 
would  bring  the  overall  increase  in 
rates  since  early  1969  to  20%. 

Won't  these  higher  fares  inhibit 
traffic  growth?  Nobody  is  quite  sure, 
but  they  certainly  won't  help.  Still, 
a  20%  increase  in  prices  is  not  out  of 
line  with  what  has  been  happening  in 
most  other  parts  of  the  economy. 

How  can  the  industry  be  sure  that 
its  growth  projections  are  accurate? 
That  they  won't  collapse  as  so  many 
other  industries'  growth  curves  have? 
Remember  this:  Airlines  are  more  than 
just  a  form  of  transportation.  About 
half  of  its  business— and  the  propor- 
tion is  growing,  up  from  about  20%  a 
decade  ago— is  pleasure  travel.  On  the 


High  Ceiling 

As  a  regulated  industry,  airlines  have  a  theoretical  allowable  profit.  But  the 
emphasis  should  be  on  the  word  "theoretical."  The  Civil  Aeronautics  Board 
regards  10.5%  as  a  reasonable  return  on  the  industry's  invested  capital. 
Last  year,  however,  only  Delta  and  Northwest  exceeded  that  figure,  and 
among  the  rest  of  the  major  lines  only  National  came  close  to  it.  For  ex- 
ample, the  biggest  U.S.  carrier.  United,  earned  barely  half  the  CAB's 
reasonable  return. 
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Earnings 

Earnings 

at  a 

hypothetical 

10.5%  return 

Company 

(000) 

per  share 

(000) 

per  share 

American  Airlines 

$38,468 

$1.90 

$69,397 

$3.43 

Braniff  Airways 

6,215 

0.34 

17,139 

0.94 

Continental  Airlines 

3,207 

0.29 

19,040 

1.72 

Delta  Air  Lines 

41,487 

2.17 

27,616 

1.45 

Eastern  Air  Lines 

—2.323 

—0.27 

51,051 

.5.85 

National  Airlines 

15,051 

1.79 

16,055 

1.91 

Northeast  Airlinesf 

—28,843 

—4.31 

—6,969 

—1.04 

Northwest  Airlines 

51,466 

2.55 

45,893 

2.28 

Pan  Amer  World  Airways 

—25,888 

—0.75 

74,943 

2.17 

Trans  World  Airlines 

19,894 

1.63 

59,709 

4.74 

UAL,  Inc. 

44,693 

2.39 

89,299 

4.73 

Western  Air  Lines 

—12,199 

•     —2.49 

15,243 

3.11 

Industry  Total 

151,228 

478,386 

*Colendar  year  bobis. 

-f  Includes 

extroordlnary  items  amounting  to— $7,787 

North  Atlantic  route,  for  example, 
pleasure  travel  now  accounts  for  75% 
of  the  total  volume.  In  this  sense,  an 
airline  ticket  is  a  form  of  consumer 
goods  in  the  leisure-time  field.  It  is  a 
passage  to  far  glamorous  places  and 
relief  from  monotony. 

The  key  is  disposable  income.  Peo- 
ple are  increasingly  inclined  to  spend 
their  nonessential  dollars  on  services 
rather  than  on  hard  goods.  There  is 
the  vast  and  growing  market  among 
well-to-do  retired  people,  and  among 
the  affluent  young  with  small  families 
and  a  taste  for  mobility.  Even  if  the 
economy's  growth  slows  down,  there 
is  every  reason  to  believe  that  people 
will  continue  to  spend  much  of  what- 
ever gains  they  get  on  travel.  Perhaps 
they'll  make  the  old  car  last  longer— 
or  buy  a  smaller  one— and  use  the  dif- 
ference for  travel. 

In  a  very  real  sense,  this  underlies 
the  industry's  diversification  into  ho- 
tels. American,  Braniff,  Continental, 
Eastern,  Pan  Am,  TWA  and  UAL  own 
interests  in  hotels.  UAL,  Inc.,  United's 
parent,  has  negotiated  a  merger  agree- 
ment with  big  Western  International 
Hotels  Co.,  many  of  whose  properties 
are  resort  hotels.  The  airlines  realize 
full  well  that  people  won't  travel  if 
they  have  no  place  to  stay.  Thus  it  is 
important  for  the  airlines  to  have  some 
control  over  the  growth  of  the  hotel 
industry.  And,  of  course,  this  diversi- 
fication helps  the  airhnes  get  even 
more  of  the  growing  travel  market. 

Overall,  then,  airline  prospects  are 
bright.  The  simple  fact  is  that  this  is 
a  still  young  industry  which  has  a 
good  deal  going  for  it,  economically, 
socially  and  psychologically.  If  any  big 
industry  can  ride  out  tight  money  and 
growing  pains,  the  airlines  can. 

Harking  back  to  what  happened  in 
the  late  Fifties,  history,  in  the  form  of 
a  strong  comeback,  has  an  excellent 
chance  of  repeating  itself  here.  ■ 
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We  thought  it  was  about  time  we  had  a  name  as  big  as  our  future. 


A  new  way  of  dealing  with  growth 

First  of  all,  Allegheny  Ludlum  Industries  is  more 
than  just  a  minor  name  change.  Much  more.  Basically, 
it  is  a  new  way  of  dealing  with  the  growth  and  diversi- ' 
fication  of  Allegheny  Ludlum  Steel  Corporation  over 
the  past  five  years.  It  is  a  fundamental  change  in 
organization  and  business  philosophy  that  has  been 
a  growing  reality  for  some  time.  It  is  a  new  company 
whose  sole  business  is  to  consolidate  and  coordinate 
the  member  companies,  to  achieve  maximum  growth 
and  profitability  for  all.  It  is  a  sound  arrangement, 
one  that  will  insure  the  unity  of  Allegheny  Ludlurn 
Steel,  and  further  accelerate  the  growth  of  the  entire 
organization. 

5%  "non-steel"  in  '63,  32%  today 

For  many  years  Allegheny  Ludlum  Steel  Corpo- 
ration has  been  the  world's  leading  producer  of 
specialty  steels,  including  stainless  steels,  electrical 
and  magnetic  steels,  tool  and  die  materials,  valve 
steels,  high-temperature  superalloys  and  other 
difficult-to-make  materials  for  advanced  technologies. 
That  has  not  changed. 

Then,  slowly  at  first,  we  began  to  add  member 
companies  involved  in  such  technologically  related 
fields  as  tungsten  carbides,  magnetic  specialties, 
electronic  components  and  high  alloy  materials 
rolled  to  very  thin  gages  and  close  tolerances.  It  was 
during  this  time  that  Allegheny  Ludlum  Steel  began 
to  shape  an  image  as  "more  than  a  specialty  steel 
company,"  as  some  of  our  recent  ads  pointed  out.  How 
quickly  we  became  more  than  a  steel  company  is 
evinced  from  the  fact  that  seven  years  ago  only  about 
5'  r  of  our  sales  were  "non-steel,"  while  today  that 
figure  is  32%.  And  in  the  future,  we  expect  this  growth 
trend  to  continue. 

Four  major  s^oups,  by  products  and  markets 

Allegheny  Ludlum  Industries  is  a  new  corporate 
identity  comprised  of  a  group  of  member  companies. 
Logically,  our  members  fall  into  four  major  groups, 
according  to  typ>es  of  products  and  markets  served. 

(1)  The  largest  is  the  Steelmaking  and  Specialty 
Metals  Group,  consisting  of  four  large  steelmaking 
plants  of  the  former  parent  (Allegheny  Ludlum  Steel), 
dIus  the  operations  of  VVallingford  Steel;  Special 
Nietals  Corporation;  and  Ajax  Forging  and  Casting. 
The  Steel  Group  accounts  for  about  68%  of  our 
consolidated  dollar  sales. 

(2)  The  Industrial  Products  Group  is  comprised  of 
the  Carmet  Company,  making  carbide  cutting  tools 
and  wear  parts;  the  International  Powder  Metallurgy 
Company,  making  complex  machinery  parts  by  the 
powder  metallurgy  process,  and  Goddard  &  Goddard, 
Inc.,  of  Detroit,  custom  maker  of  precision  tools. 

(3)  The  Magnetic  and  Electronic  Materials  Group 
includes  Arnold  Engineering  Company,  specialists  in 
magnetic  materials  and  electronic  components,  and 
producers  of  ultra-thin  special  alloys;  and  F.  W.  Bell 
Company,  inventor  and  producer  of  highly  sophisti- 
cated magnetic  measuring  devices. 

(4)  The  Consumer  Products  Group  includes 
True  Temper  Corporation,  producing  garden  and 


hand  tools  and  other  leisure  time  equipment;  and  the 
Jacobsen  Manufacturing  Corporation,  producers  of 
outdoor,  powered  lawn  care  equipment.  This  group 
generates  approximately  21%  of  consolidated  sales. 
In  addition,  we  have  50%  interest  in  Titanium 
Metals  Corporation  of  America,  and  in  the  Belgian 
steelmaking  firm,  Allegheny-Longdoz. 
Consolidated  dollar  sales  in  1969  were  $538  millibn. 

Allegheny  Ludlum  Steel 

returns  to  100%;  steel 

Allegheny  Ludlum  Steel  will  again  have  full  time 
to  devote  to  its  role  as  the  world's  leading  company  in 
specialty  metals.  As  the  largest  company  in  our  Steel- 
making and  Specialty  Metals  Group,  Allegheny 
Ludlum  Steel  will  be  largely  autonomous,  focusing  its 
energies  in  the  area  that  made  it  famous— the  creation 
and  production  of  high  quality,  sophisticated  steels 
and  alloys. 

Allegheny  Ludlum  Industries  takes 
a  cue  from  its  predecessor 

Much  is  revealed  about  the  personality  of  Allegheny 
Ludlum  Industries  by  examining  the  nature  of  its 
predecessor.  Allegheny  Ludlum  Steel  Corporation 
has  always  been  a  progressive  company,  serving  the 
leading  edges  of  advanced  technology.  It  has  been  a 
company  that  relied  heavily  on  research  and  develop- 
ment— the  creation  of  new  ideas  and  products — to 
maintain  its  growth  and  vigor  in  complex  fields. 
Additionally,  Allegheny  Ludlum  Steel's  recent  history 
reveals  it  expanding  its  horizons  by  adding  member 
companies  in  technologically  related  fields,  thereby 
making  optimum  use  of  its  highly  developed  know- 
how  wherever  possible. 

All  ofthe.se  attitudes  and  policies  will  continue  and 
expand  under  the  banner  of  Allegheny  Ludlum 
Industries.  For  example,  there  is  our  modern  Research 
Center  at  Natrona  Heights,  Pa.  This  is  an  excptionally 
well-equipped  facility  having  had  a  bigger  budget  in 
relation  to  sales  than  any  basic  or  other  specialty  steel 
company.  We  are  also  spending  additional  millions 
annually  on  product  development  and  process  tech- 
nology, and  our  members  conduct  research  in  the 
area  of  their  own  specialties — independently  and 
through  our  central  research  facility. 

As  to  the  outlook  for  future  growth,  all  member 
companies  are  encouraged  to  promote  their  individual 
identities;  to  seek  growth  both  by  extending  current 
production  capacities  and  market  boundaries. 

What's  in  the  future? 

When  you  have  a  group  of  growth-minded  com- 
panies, all  in  growing  fields,  all  with  interrelated 
technologies  and  research  projects,  and  all  coordinated 
by  a  central,  growth -minded  organization,  there  is 
only  one  logical  forecast.  Allegheny  Ludlum 
Industries  is  going  where  tomorrow  is! 
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As  I  See  it 


How  Canada  Fights  Inflation: 
A  Step  beyond  Tight  Money 


Can  iighf  money  alone  stop  inflaiion?  Many  experts,  apparently  in- 
cluding Fed  Chairman  Arthur  Burns,  doubt  it.  Direct  controls  on  prices 
and  wages  are  needed,  they  feel.  Others  emphatically  disagree. 

Canada,  faced  with  the  same  problem  of  slowing  down  inflation,  has 
made  an  interesting  experiment.  While  not  going  to  direct  controls,  the 
Canadians  are  trying  to  supplement  tight  money  with  indirect  pressures 
on  wages  and  on  prices. 

How  does  the  Canadian  policy  work?  Is  it  at  all  successful?  For  some  of 
the  answers,  FORBES'  Arthur  Jones  recently  interviewed  John  Humphrey 
Young,  chairman  of  Canada's  Prices  and  Incomes  Commission. 

Young,  an  economist  and  dean  of  Arts  of  the  University  of  British  Co- 
lumbia, Vancouver,  has  no  illusions  about  the  difficulties  of  his  job. 


As  we  understand  it,  Mr.  Young, 
your  work  starts  where  government 
restraints  on  money  supply  and  inter- 
est rates  stop. 

Young:  Yes.  The  government  took 
full  responsibility  for  dealing  with  in- 
flation through  the  general  instru- 
ments of  restraint.  They  appointed  us 
in  the  hope  that  our  efforts  could  sup- 
plement the  policies  of  restraint  and 
thereby  lessen  the  need  for  restraint. 
In  the  United  States,  the  Administra- 
tion has  been  criticized  for  not  mak- 
ing use  of  direct  intervention  on  prices 
and  incomes.  We're  not  going  all  the 
way  to  direct  legislative  controls  on 
prices  and  wages,  yet.  We're  trying 
to  get  the  job  done  by  encouraging 
restraint. 

What  we  in  the  U.S.  used  to  call 
"jawboning?" 

Young:  No,  this  is  rather  different. 
Differeni  in  two  ways.  First,  an  attempt 
was  made  to  enlist  the  cooperation  of 
decision-makers  by  consultation.  And 
second,  that  cooperation  having  been 
achieved  among  those  making  price 
increases,  both  federal  and  provincial 
governments  indicated  their  willing- 
ness to  use  the  means  at  their  dispo- 
sal to  persuade  firms  to  adhere  to 
pricing  criteria. 

Practically  everyone  is  against  in- 
flation and  other  forms  of  sin.  Isn't  it 
very  difficult,  to  get  one  group  to 
make  the  first  sacrifice? 

Young:  Yes.  We  are  in  the  game  of 
listening  to  each  group  blame  the 
other  group.  The  union  people  blame 
managements,  the  management  peo- 
ple blame  the  unions  and  the  govern- 
ment, and  finally  the  government 
blames  management  and  the  unions. 
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But  the  key  is  to  begin  somewhere. 

You  started  by  asking  business  to 
take  a  profit  squeeze,   that  is,   not 
reflect  in  price  increases  the  full  ex- 
tent of  rising  costs? 

Young:  That's  right.  But  remember, 
they  had  already  anticipated  a  profit 
squeeze  because  of  general  economic 
conditions.  This  is  a  double  squeeze; 
a  squeeze  on  top  of  a  squeeze. 

How  do  you  convince  corporate  ex- 
ecutives they  should  sacrifice  profits 
for  the  good  of  the  country? 

Young:  It  depends  on  how  short- run 
and  narrow  you  expect  corporate  ex- 
ecutives to  be.  What  happened,  I 
think,  is  that  the  various  organizations 
—the  Canadian  Manufacturers  Asso- 
ciation and  the  Chamber  of  Com- 
merce—had been  concerned  with  this 
problem,  had  very  frequent  discussion 
within  their  own  circles,  and  had  a 
bit  of  a  feeling  of  hopelessness  about 
the  situation.  When  they  found  a  gov- 
ernment determined  enough  to  act  on 
general  restraints,  and  then  found  they 
were  being  invited  to  take  an  initia- 
tive, the  climate  was  favorable.  They 
believed  it  was  in  their  long-term  in- 
terest, and  I  think  they're  right.  1 
grant  you  that  it's  rather  odd  be- 
havior for  people  to  volunteer  to  ac- 
cept restraints  on  private  decision- 
making—at  least  many  people  regard 
it  as  odd  behavior— but  if  you  have  a 
large  stake  in  the  country,  a  long-term 
view  of  what  is  going  to  happen,  you 
don't  take  that  narrower  focus,  and 
they  didn't. 

You  make  Canadian  businessmen 
sound  very  noble,  very  public  spirited. 

Young:  Don't  exaggerate  this.  There 
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It  all  started  innocently  enough.  We  called  ourselves  Northern  Natural 

Gas  Company  and  we  sold  natural  gas  all  over  the  Northern  Plains. 

We  were  making  a  good  living  and,  generally,  enjoyed  ourselves.  Then  it 

happened.  We  began   buying  other  businesses  and  making  and 

selling  other  things.  Things  like  butane,  propane,  hydrocarbons,  helium, 

plastics,   polyethylene,   ethylene  glycol,   anti-freeze,   ingredients  for 

fabric  softeners,  detergents  and  pesticides.  All  well  and  good  for  business, 

but  bad  for  the  conscience.  I  mean,  our  name  was  still  just  Northern 

Natural  Gas  Company.  No  mention  of  plastics 

or  anti-freeze  or  anything  else.  Just. natural 

gas.  The  truth  had  to  be  told.  For  your  -  fgo^them 

copy  of  our  annual   report  write:  Annual        ^y I  Natural  Gas 

Report,  Northern  Natural  Gas  Company,  |  >|  Company  xu    ,  x. 

2223  Dodge  Street,  Omaha,  Nebraska  68102.  Home o..,ceon,aha. Nebraska  The  gas  Company  that s  something  else. 
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You  don't  have  to  be  big  to  have  brains. 

Tiny  solid  state  devices  in  the  Olympus  35EC 
do  many  things  automatically  that  cameras  twice 
its  size  can't  do.  Indoor  or  outdoor  exposures, 
whether  day  or  night,  sunlight  or  flash 
all  are  set  automatically.  The  fastest  action  j 
stopped  electronically  at  l/800th  of  a 
second.  Yet  you  can  take  pictures  with  the  light  from 
one  match  automatically.  The  professional  type 
5  element  lens  delivers  razor  sharp  pictures.  If  you're 
looking  for  a  camera  that  slips  into  your  pocket 
but  is  packed  with  electronic  brains. 
see  the  remarkable  new  Olympus  35EC. 

The  Olympus  3 5 EC 

(EieLtronit  Compact) 

World's  smallest 

electronic  full  frame 

35mm  Camera. 


OLYMPUS 

Marketed  in  US  A  by  PonderSrBest  Corporate  Offices:  11201  West  Pico  Blvd.,  Los  Angeles, Calif.  90064 


Wfe  spend  as  much  time 

making  your  money  grow 

as  you  spend  makmg  it. 


It  takes  as  much  time  to  invest  your  money 
properly  as  it  takes  to  earn  it. 

We'll  give  you  your  own  personal  portfolio 
manager  who'll  do  the  job  for  you. 

Our  new  Capital  Management  Division 
is  strictly  for  people  who  want  to  make  something 
out  of  the  money  they've  made. 

If  you  want  to  make  something  out 
of  $200,000  or  more  call  or  visit  Mr.  Frank 
Helyar,  (10th  Floor)  One  Federal 
Street,  Boston,  Massachusetts.  617-434-4404. 

( )ld  Colony'Bnst  Compan):\bur  money  needs  us. 


As  i  See  it 


are  a  lot  of  hardnosed  people  who  ask, 
"What  are  we  doing  in  this  thing?" 
And  "You  haven't  delivered  anything 
on  the  labor  side  yet."  That's  OHe 
line.  Another  is:  "This  thing  doesn't 
mean  .anything  to  us,  we  weren't  going 
to  make  any  money  this  year  anyway." 
But  there  also  are  those  companie.s 
that  are  altering  their  behavior  as  a 
result  of  this  program.  And  I  don't 
think  any  business  believes  it  can  defy 
the  Commission  with  impunity. 

Are  you  then  trying  to  combat  in- 
flation with  a  series  of  gentlemen's 
agreements?  You  haven't  got  much 
clout,  have  you? 

Young :  More  than  you  might  think. 
You  see,  we  were  quite  frank  with  the 
business  community  when  we  entered 
into  our  arrangements  with  them.  It 
was  voluntary  going  in,  but  it  wouldn't 
be  voluntary  once  in.  That  is,  the  busi- 
nesses will  have  to  abide  by  the  Prices 
and  Incomes  Commission's  criteria  re- 
specting price  increases. 

This  attempts  to  get  the  coopera- 
tion of  the  groups  concerned,  then  re- 
inforce it  with  governmental  persua- 
sion, as  opposed  to  using  government 
persuasion  without  consultation,  or  as 
opposed  to  consultation  without  clout. 
Now  the  Commission  doesn't  have  any 
clout,  nor  do  we  want  any.  These  are 
cabinet  decisions,  and  we  don't  see 
that  the  government  should  delegate 
their  authority  to  commissions.  It 
would  be  ludicrous.  We  are  advisers, 
research  economists. 

What  kinds  oj  power  can  the  goi- 
ernment  use? 

Young:  Perhaps  the  most  obvious  ex- 
ample is  the  power  of  the  government 
to  alter  the  protective  tariff,  to  bring 
influence  to  bear  on  prices.  But  this  is 
only  the  most  obvious  example.  Gov- 
ernment has  a  variety  of  ways  of  in- 
fluencing the  environment  affecting  in- 
dividual firms. 

Have  you  yet  had  to  ask  tlic  got- 
ernment  to  use  those  powers? 

Young  :  Yes.  A  discussion  took  place 
recently  between  the  Commission,  a 
firm  producing  glass  containers  and 
representatives  of  the  federal  govern- 
ment, which  resulted  in  a  decision  of 
that  firm  to  reduce  some  of  its  prices 
in  order  to  bring  its  pricing  behavibr 
within  the  criteria. 

How  exactly  are  these  criteria  es- 
tablished? 
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We  think  there  are  some  pretty  good  reasons 
to  be  optimistic  about  petroleum's  outlook 
at  this  time: 

*  Petroleum  demand  in  the  Free  World  in 

• 

1980  is  expected  to  increase  by  67%  to  more 
than  60,000,000  barrels  a  day,  compared  with 
36,000,000  in  1969. 

*  By  1980,  United  States  demand  should  in- 
crease by  5,000,000  barrels  a  day- 36%- to 
a  total  of  about  19,000,000,  one-third  of  Free 
World  requirements. 

*Western  European  demand  should  in- 
crease by  almost  10,000,000  barrels  a  day— 
91  %- to  a  total  of  about  21 ,000,000,  or  almost 
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double  the  level  of  demand  in  1969. 

*  Demand  in  other  areas  of  the  Free  World 
should  increase  by  more  than  9,000,000  bar- 
rels a  day  to  a  total  of  20,000,000- an  82% 
increase. 

We  think  forecasts  like  these  mean  great 
opportunity  for  petroleum  industry  growth 
in  the  '70s.  As  one  of  the  nation's  leading  sup- 
pliers of  petroleum  energy,  Texaco  is  ready. 
We  feel  we  have  the  manpower,  the  dedication, 
and  the  resources  —  highly  flexible,  broadly 
diversified,  and  strategically  located— to  con- 
tinue the  development  that  has  characterized 
Texaco  for  68  years. 

In  other  words,  we're  on  the  move. 
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Young:  For  the  individual  firms  it  can 
mean  a  formal  price  review  of  the  in- 
dustry. Our  first  formal  review  con- 
cerned the  tinplate  industry.  We  did 
not  recommend  government  action. 

What  about  the  labor  side  of  the 
picture? 

Young:  Weekly  earnings  are  up  just 
over  1%  for  the  first  quarter  in  Can- 
ada. We've  been  pointing  out  that 
this  figure,  just  over  7%,  would  or- 
dinarily be  expected  to  be  matched 
by  consumer  price  index  increases  of 
about  4.5%.  That  is  what  happened. 
It  is  an  arithmetical  fact  that  it  is 
very  hard  to  get  the  consumer  price 
index  under  4%  unless  you  can  get 
wage  and  salary  increases  under  7%. 
Then  we've  said,  when  we've  had 
consumer  price  index  increases  of  1% 
to  1.5%,  we've  had  wage  and  salary 
increases  on  the  order  of  4%.  And  what 
we've  been  saying  is  that  that's  where 
we've  got  to  get  to. 

How? 

Young:  The  problem  is:  How  do  you 
stage  down  from  wage  and  salary  set- 
tlements on  the  order  of  9%,  and 
weekly  earnings  increases  of  just  over 
1%  across  the  board,  down  to  4%?  It  is 
unrealistic  to  expect  one  group  to  set- 
tle for  8%  or  9%  and  the  next  group  to 
settle  for  4%.  So  last  summer  we  com- 
promised: The  magnitude  we  were 
talking  was  5%  across  the  board  with  a 
consumer  price  escalator  to  guaran- 
tee the  workers  against  any  slippage 
if  we  fail  to  deliver  an  appropriate 
package  on  the  price  side. 

But  last  jail  Canadian  labor  re- 
jected any  explicit  formula  limiting 
wage  and  salary  increases.  Doesn't 
that  pretty  well  doom  your  chances  of 
trying  to  fatten  labors  side  of  the 
inflation  spiral? 

YouNC:  Well  now,  the  business  com- 
munity, in  our  view,  did  not  expect, 
or  only  in  its  most  optimistic  mo- 
ments expected,  any  very  striking  com- 
mitment from  union  leaders.  At  least 
they  didn't  expect  it  right  away.  What 
they  got  was  even  worse  than  that:  an 
outright  attack  upon  the  whole  idea 
by  labor.  That  is  dangerous  for  the 
program,  but  at  the  same  time  the 
game  is  not  over  yet.  The  business 
community  recognizod  that  this  was 
not  a  short-term  gamble,  that  they 
had  to  give  us  time  to  accc^mplish 
something  on  the  other  side.  We  first 
had   to  show   labor   that   unit   profits 


were  not  rising.  This  we  have  been 
and  are  doing. 

Have  you  made  any  headway  with 
labor  since  its  refusal  in  the  fall  of 
last  year  to  cooperate? 

Young:  Progress  occurs  in  a  much 
quieter  way  than  in  public  pronounce- 
ments. It  occurs  in  the  atmosphere  at 
the  bargaining  table,  through  influ- 
ences brought  to  bear  both  from  the 
general  change  in  economic  climate 
and  from  the  kind  of  program  we've 
put  in  place.  At  the  same  time,  once 
people  get  it  into  their  heads  that  8% 
or  9%  is  a  normal  wage  and  salary 
increase,  it  turns  out  to  be  a  very  diffi- 
cult thing  to  get  out  of  their  heads. 

How  long  do  you  expect  your  ex- 
periment to  continue? 

Young:  The  business  period  expires 
in  December  this  year,  and  our  com- 
missions expire  in  Deceml)er  1971.  We 
wanted  it  that  way.  We  said  we  are  in 
a  special  set  of  circumstances.  We've 
got  to  move  ourselxes  out.  How  do  we 
do  it?  Those  answers  we  are  hoping 
to  have  in  our  final  report  next  year. 

Btit  up  to  now  you've  only  had  suc- 
cess—to whatever  d'grce  it  might  be 
—with  the  business  community.  Aren't 
you  under  a  great  deal  of  pressure  to 
acc(im})lish   something   with   labor  in 


the  course  of  the  next  seven  months? 

Young:  Yes  we  are.  We  regard  this  as 
a  matter  of  high  urgency. 

Haoe  you  plans?  Are  you  playing  it 
by  ear? 

Young:  Oh,  you'd  be  surprised  if  we 
didn't  have  plans.  But  when  we  had 
our  plans  for  the  business  community, 
we  found  it  desirable  not  to  talk 
about  them  while  carrying  out  our  ar- 
rangements. That's  the  position  we 
are  in  with  labor. 

Is  that  because  you  get  your  best 
work  done  behind  closed  doors? 

Young:  There  is  a  certain  amount  of 
discretion  necessary.  We  hear  a  lot 
more  than  we  say.  Businessmen,  for 
example,  take  a  very  divided  view  on 
this.  Many  of  them  are  prepared  to  do 
something,  but  they  want  us  to  force 
them  to  do  it  because  they  don't  want 
it  to  appear  that  they  are  voluntarily 
cutting  back.  So  you  get  the  private 
view.  Some  people,  you  know,  become 
quite  cynical  about  union  leadership 
because  they  find  union  leaders  so 
reasonable  in  private  consultation,  and 
unreasonable  in  public  confrontation. 
They  don't  recognize  that  union  lead- 
ers are  political  figures— just  like  other 
leaders.  There  is  a  political  element  in 
all  major  decision-makers.  They  are 
dependent  on  their  organizations. 

You  can  put  pressure  on  business 
through  government,  tariffs,  taxes,  an 
appeal  to  community  conscience  and 
perhaps  the  old  school  tie.  What  have 
you  got  going  with  labor? 

Young:  Ministers  who  have  spoken  on 
this  subject,  including  the  Prime  Min- 
ister [Pierre  E.  Trudeau],  have  not 
ruled  out  the  possibility  of  more  vig- 
orous measures,  but  they  have  argued 
that  those  measures  are  still  a  long 
way  down  the  road.  We  have  a  num- 
ber of  other  things  to  be  attempted 
before  legislation,  and  this  program  is 
one  of  them.  Nevertheless,  when  wage 
and  price  control  is  discussed  in  this 
country,  legislation  is  not  said  to  be 
impossible— it  is  just  said  not  to  be  un- 
der immediate  consideration. 

So  you  are  offering  labor  voluntary 
restraints  and  hinting  rather  broadly 
that  the  next  step  woidd  be  tough  po- 
litical pressure?  And  finally  legislation? 

Young:  I'm  afraid  you'll  have  to  wait 
and  see.  ■ 
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Thirty-two  miniature  Easter  Eggs  of  gold,  translucent  enameled  gold  or  Russian  nephrite.  Many  are  decorated  with  diamonds, 
pearls  or  other  stones.  By  Carl  Faherge,  Jeweler  to  the  Czars  of  All  the  Russias.  From  the  Forbes  Magazine  Collection  of  Faberge. 
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Carl  Faberge  knew  his  business. 
Forbes  Magazine  knows  its  business. 
Which  is  your  business. 
Today  over  600,000 
executives  subscribe  to  Forbes. 


An  additional  million  read 
every  issue. 

Circulation  and  advertising 
revenues  are  at  an  all-time  high. 

And  still  growing. 


Forbes  Magazine  readers  don't  just 
own  American  business. 

They  run  it. 

Forbes:  capitalist  tool 


Here's  hovir  we're  helpins 


With  Energy  Recovery 

In  some  processes,  hot  liquids  under 
pressure  are  discharged  as  waste.  These 
and  other  high- energy  fluids  can  be  put 
to  work  by  passing  them  through  an  I-R 
hydraulic  turbine.  The  one  above  drives 
a  350-hp  I-R  compressor  with  power  that 
would  otherwise  be  wasted— removing 
heat  and  pressure  from  the  liquid. 


With  Condenser  Design 

In  a  power  plant,  steam  is  condensed 
into  water  and  used  over  and  over  again. 
Ingersoll-Rand  has  pioneered  in  the 
development  of  multi-pressure  conden- 
sers— which  are,  in  effect,  two  or  three 
units  in  a  single  shell.  Result — less 
cooling  water  is  needed,  and  less  heat  is 
discharged  into  rivers  or  lakes. 


With  Oversize  Pumps 

Although  steam  condensers  that  d 
charged  20-25°  F  cooling  water  we 
acceptable  in  the  past,  many  are  nc 
restricted  to  10-15°  F,  as  hotter  wat 
can  be  harmful  to  marine  life.  Larg 
Ingersoll-Rand  circulating  pumps  pi 
vide  added  cooling  water  that  results 
cooler  discharge  temperatures. 


This  is  only  a  small  part  of  IngersoU-Rand's  contribution  to  the  war  on 
pollution.  For  further  details  in  solving  pollution  problems  in  all  areas 
of  air — water — thermal — noise — write  for  Form  725,  Ingersoll-Rand, 
Dept.  A-243,  11  Broadway,  New  York,  N.Y.  10004. 


Industry  keep  the  vifaters  cool  . .  . 


With  Cooling  Tower  Pumps 

Instead  of  dumping  hot  condenser  water 
into  rivers  or  streams,  it  can  be  pumped 
to  large  cooling  towers,  cooled  by  evap- 
oration and  re-used  over  and  over  again. 
The  trend  to  more  and  larger  cooling 
towers  calls  for  more  and  larger  Ingersoll- 
Rand  cooling  tower  pumps  like  the  one 
shown  here. 


With  Dilution  Pumps 

A  relatively  new  method  of  combating 
thermal  pollution  is  to  dilute  the  hot 
water  with  cool  water  before  it  returns  to 
the  river,  lake  or  ocean.  Whatever  the 
conditions  involved,  there's  an  Ingersoll- 
Rand  pump  with  the  right  pressure  and 
capacity  for  the  most  efficient  and 
economical  dilution  pumping. 


With  Way-Out  Discharge 

Pumping  condenser  or  heat  exchanger 
discharge  water  far  out  from  the  shore 
of  oceans  or  lakes  can  sometimes  solve 
thermal  pollution  problems  at  lowest 
overall  cost.  The  IngersoU-Rand  line 
includes  centrifugal  pumps  with  capaci- 
ties and  pressures  ideally  suited  to  any 
offshore  discharge  system. 
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Ingersoll-Rand 


■  horsewo/nan, 
Umes  marn&d, 
natural 
WWe'^oaety  page.  But 
she's  also  a  ruthless 
businesswoman.  So  the 
trustees  of  her  grand- 
father's estate  have  found. 
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Sm5  is  a  good-looking  blonde,  con- 
stantly in  the  newspapers  with  her 
four  marriages  and  various  roles  as  a 
sportswoman,  amateur  artist  and  par- 
ty-giver. But  there  is  another  side  to 
Joan  Irvine's  character.  She  is  also  a 
tough-minded  businesswoman  who 
talks  like  a  stockbroker  and  gives  or- 
ders like  an  army  captain. 

Her  critics  consider  her  a  selfish, 
arrogant  obstacle  to  progress.  Her  sup- 
porters think  of  her  as  a  kind  of  Scar- 
lett O'Hara. 

At  37,  Joan  Irvine  Smith  is  the  ex- 
ceedingly bright,  highly  attractive 
mistress  of  "The  Oaks,"  a  250-acre 
showplace  in  the  super-rich  hunt  coun- 
try near  Middleburg,  Va.  She  is  al- 
ready one  of  the  wealthiest  women  in 
America.  Not  satisfied  with  that,  she 
is  fighting,  no  holds  barred,  for  control 
of  what  she  considers  to  be  a  billion- 
dollar  empire. 

The  empire  is  Southern  California's 
Irvine  Ranch,  the  biggest  private  real 
estate  project  in  the  world. 

The  ranch  is  35  miles  from  Los  An- 
geles, directly  in  the  path  of  the  city's 
population  explosion.  Its  130  square 
miles,  roughly  six  times  the  size  of 
Manhattan  Island,  occupy  one-fifth  of 
Orange  County.  This  county,  home  of 
Disneyland,  Knott's  Berry  Farm  and 
conservative  Republicans,  is  one  of  the 
fastest-growing  areas  in  the  nation. 

As  of  now,  the  Irvine  Ranch  is  a 
sparsely  settled  area,  about  the  only 
lightly  populated  part  of  northern 
Orange  County.  It  sprawls  over  hills, 
valleys  and  flatlands  and  includes  SM 
miles  of  frontage  on  the  Pacific  Ocean. 
By  the  end  of  this  century,  if  all  goes 
according  to  plan,  two-thirds  of  the 
ranch  will  become  a  city  of  500,000; 
the  rest  would  probably  be  annexed  to 
existing  communities,  adding  150,000 
more  residents  to  Irvine  land.  Some 
land  experts  believe  that  within  the 
next  20  years  the  Irvine  Ranch,  in- 
stead of  Los  Angeles,  will  become  the 
focal  point  of  development  in  South- 
ern California. 

Right  now,  this  nearly  priceless 
piece  of  real  estate  is  all  part  of  a  sin- 
gle estate  owned  by  a  single  company, 
the  Irvine  Co.  Joan  Irvine  Smith  is  the 
largest  individual  stockholder  in  Irvine 
Co.,  but  she  does  not  control  it.  She 
owns  just  21%  of  the  stock.  The  con- 
trolling block,  54%,  is  in  the  hands  of 
the  James  Irvine  Foimdation.  (Virtu- 
ally all  the  remaining  25%  is  owned  by 
other  members  of  the  Irvine  family.) 
The  foundation  was  set  up  by  Joan's 
grandfather,  who  died  nearly  a  quar- 
ter-century ago.  It  is  run  by  13  life- 
time directors  who  in  turn  elect  the 
majority  of  the  Irvine  Co.'s  seven- 
man  board. 

Joan  Irvine  Smith  says  she  doesn't 
like   the   way   the   company   is   being 


managed.  Though  she  denies  it,  h^r 
actions  convince  most  observers  that 
she  wants  to  control  Irvine's  destiny. 
In  her  battle  with  the  foundation,  she 
has  spent  more  than  $1  million  in  legal 
fees  and  a  good  portion  of  her  time 
("just  ask  my  husband") . 

Joan  claims  she  is  interested  only  in 
stepping  up  the  pace  of  the  property's 
development.  Many  of  the  foundation 
directors  see  her  in  a  different  light. 
Her  opponents  among  them  maintain 
that  her  supreme  self-confidence  and 
love  of  litigation  have  had  the  oppo- 
site effect;  that  her  unwillingness  to 
compromise  has  blocked  a  good  many 
of  their  constructive  moves. 

The  battle  is  not  only  being  waged 
in  the  courts.  It  has  reached  Con- 
gress, where  Joan's  attorneys  lobbied 
heavily  for  a  specific  provision  in  the 
Tax  Reform  Act  of  1969.  The  provi- 
sion passed  and  is  now  law. 

The  provision  says  that  tax-exempt 
foundations  must  pass  out  annual 
grants  amounting  to  at  least  4.5%  of 
their  investment  assets.  By  1975  the 
figure  rises  to  6%.  The  purpose  of  the 
provision  is  to  prevent  foundations 
from  being  used  as  devices  to  accumu- 
late wealth  without  taxation. 

This  could  force  drastic  changes  in 
Irvine's  pace  of  development.  In  recent 
years  the  company  has  paid  out  about 
$2  million  a  year  in  dividends.  This 
amounts  to  just  1%  on  a  conservatively 
estimated  $200-million  valuation  of 
the  property. 

But  Joan  figures  that  the  assets  are 
already  worth  $500  million,  and  would 
be  worth  $1  billion  if  the  company 
had  acted  aggressively.  Even  by  her 
present  valuation,  the  company  would 
have  to  pay  out  close  to  $30  million  a 
year  in  dividends  by  1975,  15  times 
the  recent  rate,  in  order  to  enable  the 
foundation  to  abide  by  the  6%  rule. 

This  could  produce  two  results:  It 
could  force  the  Irvine  Co.  to  develop 
its  property  faster  so  that  it  could  pay 
out  more  in  dividends;  and  it  could 
force  the  directors  to  sell  the  founda- 
tion stock. 

land  Is  Different 

Realizing  all  too  well  the  attention- 
getting  quality  of  Joan's  claims,  the  di- 
rectors defend  their  side  of  the  case 
with  some  ancient  business  wisdom. 
Their  counsel,  Los  Angeles  attorney 
Howard  J.  Privett,  argues  that  real 
estate  management  cannot  be  judged 
by  the  same  standards  as,  say,  an  in- 
dustrial company.  In  an  industrial 
company,  earnings  are  expected  to  rise 
in  a  steady  curve,  and  return  on  capi- 
tal is  a  handy  standard  of  judgment. 
In  property  development,  he  points 
out,  annual  earnings  are  not  the  sole 
measure  of  success.  Crowth  in  the 
value  of  the  surrounding  and  under- 


lying  property  a'so  counts.  Privett  im- 
plies that  either  Joan  does  not  under- 
stand or  refuses  to  understand  how- 
real  estate  is  developed.  "I  can  fore- 
see a  situation,"  he  says,  "where  the 
/earnings  of  the  Irvine  Co.  would  be 
less  than  11  [of  assets]  because  of 
the  tremendous  growth  of  the  asset 
base,  a  growth  impelled  by  our  own 
development  program  and  by  infla- 
tion." In  other  words,  return  would 
be  low  because  the  underlying  value 
w  ould  be  growing  faster  than  earnings. 
In  short,  he  dismisses  Joan's  attacks 
on  management   as  special  pleading. 


Tax  Counselor  N.  Loyall  McLaren 
(above)  became  so  close  a  confi- 
dante to  the  Irvine  family  fhat  he 
gradually  took  over  virtual  con- 
trol of  the  Irvine  empire.  Joan 
Irvine  used  to  call  him  "Uncle 
Loyall"  when  he  brought  her  toys. 
But     things     are     different     now. 


^  Her  real  goal,  he  suggests,  is  control. 
He  claims  she  was  miffed  because 
"her  grandfather,  rather  than  vesting 
control  in  her  or  in  other  members  of 
the  family,  chose  to  place  this  asset  in 
the  foundation  for  the  public  benefit." 
Another  of  Joan's  antagonists  is  78- 
year-old  N.  Loyall  McLaren,  presi- 
dent of  the  foundation,  chairman  of 
the  Irvine  Co.  and  a  retired  senior 
partner  in  the  San  Francisco  office  of 
Haskins  &  Sells,  the  accounting  firm. 
"She  is  a  troublemaker,"  he  says, 
"whose  activities  have  been  detrimen- 
tal to  the  company."  Retorts  she:  "He 
is  approaching  senility."  One  symbol 
of  the  acrimony  between  Joan  and 
.McLaren  is  the  hidden  tape  recorder 
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she  has  oUen  carried  to  their  board- 
meeting  battles  at  the  ranch.  "The 
foundation  boys  weren't  keeping  ac- 
curate minutes,"  says  Joan.  "I  was  a 
minority  of  one,  and  it  was  my  word 
against  theirs.  So  I  brought  the  re- 
corder along  to  keep  the  record 
straight." 

She  says  she  once  brought  in  a  ra- 
dio transmitter  under  her  suit  jacket 
and  had  someone  outside  record  the 
meeting.  "But  the  signal  got  picked  up 
on  a  car  radio  or  something  and  Mc- 
Laren heard  about  it.  I  think  he  had  a 
generator  turned  on  to  jam   it."  Mc- 
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Laren  claims  that  tlie  strongest  argu- 
ment against  Joan  is  that  she  has  nev- 
er won  a  major  court  fight  with  the 
foundation.  "Just  look  'em  up  and  see," 
he  says.  "All  she's  done  is  hurt  the 
company."  Joan,  in  turn,  insists  that 
out-of-court  settlements  have  in  effect 
been  legal  victories  for  her. 

Joan  does  not  give  up  easily.  Be- 
sides attorneys,  she  has  public  rela- 
tions men  pleading  her  case  in  the 
press.  Well  aware  of  the  uses  of  good 
public  relations,  she  cajoled  the  other 
Irvine  Co.  directors  into  donating 
1,000   acres   of  the  home   ranch   ten 


James  Irvine  (above)  founded  the 
family  domain;  son  James  Jr. 
(left)  changed  it  from  grazing  to 
farming.  Ever  an  outdoorsman,  the 
son  often  took  hunting  dogs  w/th 
him  on  social  calls,  once  rode  a 
high-wheel  bicycle  from  San 
Francisco  to  San  Diego  and  back. 


years  ago  to  the  University  of  Cali- 
fornia for  its  Irvine  campus. 

It  happened  like  tliis:  The  univer- 
sity had  assigned  William  L.  Pereira, 
the  Los  Angeles  architect  and  planner, 
to  find  a  site.  Pereira  picked  one  on 
the  Irvine  Ranch.  But  most  of  the  Ir- 
vine Co.  directors  wanted  only  to  sell 
the  land  to  the  university.  The  owners 
of  rival  sites  were  willing  to  donate 
land,  figuring  that  the\-  would  make 
out  from  the  community  growth  a 
campus  would  attract.  The  Irvine  di- 
rectors took  a  more  conventional  view 
of  their  fiduciary  responsibilities. 

But  Joan,  with  her  public  relations 
orientation,  argued  for  a  gift,  and  even 
addressed    a   big   rally    in     Newport 
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^^Now  that  Xerox  has  gone  ifito  the  computer  bustJiesSy  will  their 
copies  come  out  pmiched  nvith  those  little  square  holesV* 


The  fact  that  Xerox  has  gone  into  the 
computer  business  may  surprise  some 
people. 

The  fact  that  Scientific  Data  Systems 
became  part  of  us  in  order  to  do  it,  won't 
surprise  anybody  who  knows  computers. 

They  were  among  the  nation's  ten 
largest  computer  companies  with  sophis- 
ticated equipment  that  satisfied  even  the 
hard-to-satisfy  scientific  community. 

This  new  computer  operation  we  now 
call  Xerox  Data  Systems— XDS  for  short. 

And  it  combines  a  lot  of  computer 
know-how  with  our  own  experience  in  the 
business  world. 

The  result  is  that  now  Xerox  has  an- 
other way  to  help  business  people  com- 
municate and  manage  information  and 
knowledge. 

This,  after  all,  is  what  we've  been 
doing  right  along  with  our  copying  ma- 
chines, microfilm,  telecommunications 
devices,  and  soon. 

What's  surprising  isn't  that  Xerox 
has  gone  into  computers. 

It's  thatanybodyshould  be  surprised. 


XEROX 
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XEDOX  IS  A  neCISTCRED  TRADCMARKOr  XEROX  CCRPCfiATiON. 


Beach  in  1959  to  build  support  for  a 
campus.  Shortly  thereafter  the  Irvine 
board  capitulated,  giving  the  land  to 
the  university.  Whether  they  did  it 
solely  because  of  Joan's  efforts  is  de- 
batable. But  today  Irvine  Co.  pubhc 
relations  men  never  tire  of  extolling 
the  virtues  of  the  new  campus  at 
Irvine.  Pereira  subsequently  was  hired 
by  the  Irvine  Co.  to  develop  a  master 
plan  which  is  the  basis  for  the  urban 
development  of  the  ranch. 

The  Patriarch 

In  many  ways,  Joan  Irvine  Smith  is 
in  her  grandfather's  and  great  grand- 
father's image.  James  Irvine  I,  who 
launched  the  Irvine  saga,  was  a  Pres- 
byterian Scotch-Irishman  born  in  Bel- 
fast. He  emigrated  to  New  York  in 
1846  at  19.  Three  years  later  he  left 
his  job  in  a  paper  mill  and  headed  for 
California  in  the  1849  gold  rush.  He 
mined  for  a  time  in  the  California  gold 
fields,  eventually  went  into  the  pro- 
duce and  grocery  business  in  San 
Francisco,  prospered  and  became  a 
heavy  investor  in  real  estate  there. 

But  he  also  saw  the  possibilities  for 
investment  in  land  in  Southern  Cali- 
fornia. Some  of  his  biographers  sug- 
gest that  he  was  intrigued  by  the 
vulnerability  of  the  old  Spanish  Dons 
who  lived  there.  They  had  been  driven 
to  the  wall  by  a  severe  drought  in  the 
1860s,  and  their  property  was  held 
through  vague  land  grants  from  the 
Spanish  king  or  from  the  Mexican 
government  that  succeeded  him. 

Irvine  teamed  up  with  three  shrewd 
Yankees  who  had  the  same  vision,  the 
Flint  brothers— Thomas  and  Benjamin 
—and  Llewellyn  Bixby.  As  partners, 
they  gradually  acquired  three  adjoin- 
ing Spanish  land-grant  ranches  in 
what  was  then  Los  Angeles  County. 
The  price:  an  estimated  35  cents  an 
acre  for  land  that  now  brings  up  to 
$300,000  an  acre  for  prime  commer- 
cial land  and  $1  million  for  water- 
front residential.  By  the  time  Irvine 
bought  out  the  Flints  and  Bixby  in 
1876,  he  was  on  his  way  to  a  domain 
estimated  at  its  biggest  at  110,000  to 
115,000  acres. 

After  he  died  in  1886,  the  ranch 
eventually  passed  intact  to  his  25- 
year-old  son  and  sole  heir,  James  Jr., 
Joan's  grandfather,  who  emphasized 
agricultural  development,  especially 
the  growing  of  Valencia  oranges.  To 
keep  the  ranch  intact  and  build  it  up, 
he  set  the  policy  of  leasing  but  never 
selling  Irvine  land,  a  policy  that  was 
changed  only  two  years  ago.  To  do  so, 
he  waged  a  continuous  series  of  legend- 
ary battles  with  practically  everybody 
—from  squatters  to  government  agents 
-spitting  out  orders  from  his  com- 
mand post  in  the  white-frame,  two- 
story  "mansion"  he  built  on  the  ranch. 
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Dear  Old  UCI.  The  fasf- 
growing  campus  of  ihe  Uni- 
versity of  California  at  Irvine 
is  the  nucleus  around  which 
a  city  is  growing  that  should 
ultimately  reach  500,000 
population.  The  city  has  been 
called  Irvine,  but  perhaps 
some  day  the  residents  v/ill 
vote  on  a  permanent  name. 


J.I.  was  dealt  a  personal  blow  in 
1935  when  tuberculosis  prematuiely 
struck  down  at  42  his  eldest  son  and 
direct  heir,  Joan's  father,  also  named 
James.  Soon  afterward  J.I.  drew  up 
the  trust  instrument  establishing  the 
foundation  and  placing  control  of  the 
ranch,  upon  his  death,  in  the  hands  of 
Myford,  his  remaining  son,  and  a  few 
close  associates,  including  McLaren. 
The  heirs,  including  granddaughter 
Joan,  got  only  a  minority  stock  posi- 
tion. In  1947  J.I.  and  two  associates 
went  on  a  fishing  trip  in  Montana. 
One  day  after  lunch,  J.I.  was  found 
floating  in  a  creek,  the  apparent  victim 
of  a  heart  attack.  His  death  set  the 
stage  for  the  present  battle  between 
the  foundation  and  Joan,  then  14. 

When  J.I.  was  alive,  he  had  incor- 


porated the  Irvine  Co.  in  West  Vir- 
ginia, not  California.  Joan  thinks  that 
he  got  the  idea  on  a  round-the-world 
trip.  "I  think,"  she  says,  "that  he  met 
a  lawyer  on  a  ship  who  told  him  that 
the  coiporation  laws  were  even  more 
liberal  in  West  Virginia  than  in  Dela- 
ware." But  the  ultimate  effect  of  that 
little  event  was  to  greatly  strengtlien 
Joan's  ,position. 

Under  West  Virginia  law,  a  20% 
stockholder  can  force  liquidation  of  a 
company  if  "sufficient  cause"  can  be 
proved.  On  one  occasion  Joan  used 
this  legal  threat  to  browbeat  her  fel- 
low directors,  when  the  Irvine  Co.  was 
considering  a  proposal  to  set  up  a 
joint  development  company  with  a 
group  headed  by  New  York  real  es- 
tate man  Roger  Stevens. 

The  Irvine  Streak 

In  her  stubborn  independence  and 
love  of  a  scrap,  Joan  is  thus  a  true 
Irvine.  She  has  vested  a  life  interest 
in  half  her  stock  in  her  mother,  who 
with  her  second  husband,  Federal 
Judge  Thurmond  Clarke  of  Los  An- 
geles, is  among  Joan's  staunchest  sup- 
porters. "Joan  is  much  more  like  her 
grandfather  than  even  her  father," 
says  Mrs.  Athalie  Irvine  Clarke.  "She 
has  her  grandfather's  brilliant  mind. 
He  had  a  very  keen,  analytical  mind." 

Mrs.  Clarke  says  that  Joan  also 
spent  a  great  deal  of  time  with  J.I. 
before  he  died,  riding  around  the 
ranch  with  him,  visiting  his  office,  even 
sitting  at  his  lunch  table  during  busi- 
ness discussions. 

At  first,  Joan's  mother  represented 
her  daughter's  interest  on  the  board. 
But  when  Joan  reached  the  ripe  age 
of  24,  her  mother  yielded  to  Joan's 
insistence  and  turned  over  the  seat  to 
her.  From  then  on,  the  sparks  began 
to  fly.  Joan  began  by  accusing  a  foun- 
dation board  member  of  conflict  of  in- 
terest, charging  that  he  had  used  an 
Irvine  Co.  loan  to  engage  in  a  land 
partnership  deal  with  the  company. 
Shortly  thereafter,  the  accused  direc- 
tor—the late  J.I.  Irvine's  right-hand 
man  who  ran  the  ranch— resigned. 

There  was  scandal  as  well  as  litiga- 
tion. After  the  resignations,  Joan's 
uncle,  Myford  Irvine,  the  company's 
nominal  president,  ran  the  ranch.  In 
1959,  Myford  Irvine  was  found  dead 
in  the  basement  of  the  Ir\'ine  man- 
sion with  two  shotgun  blasts  in  his 
stomach  and  a  bullet  in  his  head.  The 
official  verdict:  suicide.  But  there 
were  revelations  that  Myford  Irvine 
was  in  personal  financial  trouble  and 
had  been  involved  with  Las  Vegas 
deals.  At  any  rate,  with  Myford,  last 
of  the  adult  male  Irvines,  dead,  Joan 
pushed  to  the  fore. 

She  insisted  that  an  outsider  be 
picked   to  succeed  him,  and  she  got 
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Merrill  Lynch,  Pierce,  Fenncr  &  Smith  Inc. 


"The  Board  asked  me  if  we 
could  raise  $25  million  in  this 
market. 

"What  could  I  say?  We  have 
to  go  ahead  with  our  expansion 
plansl' 


We  know  how  it  is. 

The  profit  squeeze  makes  it  hard  to 
generate  funds  internally.  The  credit 
squeeze  makes  it  hard  to  raise  funds  ex- 
ternally. 

But  hard  does  not  mean  impossible. 

Last  year,  when  money  was  probably 
just  as  tight  as  now,  our  Investment 
Banking  Division  had  its  best  year.  We 
managed  or  co-managed  $3.6  billion  in 
new  offerings.  Including  $1.6  billion  in 
negotiated  deals  alone. 

This  year,  we're  doing  even  better. 
In  February,  for  example,  we  managed 
a  $50  million  public  offering  for  Textron 
at  8.6  percent.  The  entire  issue  was  sold 
the  first  day. 

f  Even  before  forming  a  syndicate,  our 

Investment  Banking  Division  has  a 

potential  market  of  1.5  million  of 

our  own  customers. 
^ 

It's  always  good  to  have  a  big  distri- 
bution system.  When  money's  tight,  it 


can  be  an  absolute  blessing. 

For  example,  say  we  were  handling 
your  new  offering.  As  soon  as  your  reg- 
istration statement  is  filed,  we  start 
sending  wire  flashes  to  our  209  offices 
here  and  abroad.  Our  3,900  Account 
Executives  learn  about  your  offering 
weeks  before  the  issue  date.  And  know 
which  of  our  1.5  million  customers  (in- 
cluding over  3,000  institutions)  to  call 
for  possible  indications  of  interest. 

We  can  try  to  spread  ownership  of 
your  securities  throughout  the  country. 
Or  emphasize  a  particular  region. 
Whichever  you  like. 

But  the  best  thing aboutourdistribu- 
tion  system  is  that  it's  there,  whether 
money  markets  are  fat  or  lean. 

Of  course,  you  won't  get  its  full  bene- 
fit unless  we  manage  or  co-manage  the 
deal.  When  we're  just  a  syndicate  mem- 
ber, our  share  of  the  total  offering  is 
usually  too  small  to  be  of  any  great  help. 

Our  big  distribution  system  is 
matched  by  a  staff  of  66  investment 
banker^.  Enough  to  have  special  depart- 
ments for  industrial  public  offerings, 
public  utilities,mergers  and  acquisi- 
tions, and  private,  Canadian,  and  other 
foreign  financing. 

/ — - 

In  1969  Merrill  Lynch  managed  or 
co-managed  an  average  of  1  new  deal 
every  2 '  -2  days. 


If  investment  bankers  improve  with 
experience,  ours  ought  to  be  pretty 
sharp.  We  managed  94  deals  in  1969, 
more  than  any  other  firm.  That's  one 
reason  we've  developed  a  keen  sense  of 
how  to  time  and  price  an  issue. 

Another  thing  that  helps  is  the  re- 
ports we  get  from  our  marketing  organ- 


ization. We  can  come  up  with  a  list  of 
indications  of  interest  as  long  as  your 
arm.  And  having  such  a  big  trading  vol- 
ume in  stocks  and  bonds  helps  to  give 
us  a  good  feel  of  the  market. 


ritiesinthe^ 
ou  in  many  I 
anagement.  i 


We  stay  close  to  your  securities  i 
after-market— and  help  you 
other  areas  of  money  m 

We  don't  underwrite  the  securities 
of  any  firm  unless  we  consider  it  a  well- 
run,  sizable  corporation. 

So  we  have  no  reservations  about 
making  a  market  in  the  unlisted  stocks 
we  underwrite. 

We'll  also  help  you  get  listed,  if  you 
like.  And— to  meet  our  customers'  de- 
mand for  information— we  send  out  fre- 
quent news  bulletins  on  your  stock  to 
our  209  offices  here  and  abroad. 

Besides  all  that,  our  investment 
bankers  can  introduce,'  you  to  our  spe- 
cialists in  other  areas  of  money  man- 
agement. 

We  can  help  you  issue  commercial 
paper,  for  example.  Or  arrange  private 
financing,  such  as  sale-and-leasebacks, 
mortgage  loans,  joint  ventures,  or  pri- 
vate placements. 

We  can  also  help  you  work  on  gener- 
ating more  cash  internally.  By  trying  to 
improve  the  performance  of  your  pen- 
sion fund  or  cash  portfolio.  Or  by  design- 
ing a  commodity  futures  program  to 
smooth  out  peaks  and  valleys  in  your 
raw  material  costs. 

To  talk  about  underwriting,  or  most 
any  area  of  money  management,  pleasr 
call  Tom  Chrystie.Vice  President  and 
Director  of  our  Investment  Banking 
Division.  You  can  reach  him  on  his  di- 
rect line  at  (212)  269-1225. 


Merrill  lynch  Services  for  Management 
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BILLION 
DOLLARS 

LIFE    INSURANCE 
IN   FORCE 

(As  of  April  30) 


LAST  BILLION 
IN  W  MONTHS 


LAST  3  BILLION  IN  34  MONTHS 

*Ranks  21st  among  all 
U.  S.  Life  Companies 


This  growth  was  generated  within 
the  organization,  without  mergers 
or  purchase  of  any  company. 


Provident 


Chattanooga Our  85rd  Year 


LIFE     AND     ACCIDENT     INSURANCE    COMPANY 

Uf E  ACCIDENT SICKNESS HOSPITAL SURGICAL MEDICAL 


dividend  notice 


MIDDLE  SOUTH   UTILITIES,   INC. 

The  Board  of  Directors  has  this  day  declared  a  dividend  of  24i 
per  share  on  the  Common  Stock,  payable  July  1,  1970,  to 
stockholders   of   record  at  the  close  of  business  June   12,   1970. 


May  15,  1970 


ANNEM.  FITZGERALD 
Secretary 

THE  MIDDLE  SOUTH  UTILITIES  SYSTEM 

Arkansas  Power  Slight  Company      Mississippi  Power  &  Light  Company 
Louisiana  Power  Slight  Company      New  Orleans  Public    Service    Inc. 


her  way.  In  1960  both  sides  agreed  qn 
Charles  Thomas,  Eisenhower's  Secre- 
tary of  the  Navy  and  former  president 
of  Trans  World  Airlines.  Thomas  be- 
gan implementing  development  plans 
and  beefed  up  the  company's  profes- 
sional staff.  The  ranch  was  divided  - 
into  sectors  for  urban,  agricultural 
and  recreational  use.  Thomas  was 
succeeded  in  1966  by  engineer  Wil- 
liart)  R.  Mason,  who  tripled  the  plan- 
ning staff  and  pushed  the  project  in- 
to development. 

How  Fosf  /s  Enough? 

In  1965  the  University  of  California 
at  Irvine  opened;  it  now  has  5,000 
students  and  is  heading  toward  an 
ultimate  enrollment  of  27,500.  There 
are  now  280  industrial  firms  and  400 
commercial  businesses  on  the  ranch, 
creating  jobs  for  22,000  people,  and 
more  are  on  the  way.  Existing  resi- 
dential developments  provide  for 
25,000  people  and  are  scheduled  to 
house  200,000  by  1980  and  650,000 
by  the  turn  of  the  century. 

So  just  what  is  Joan  Irvine  Smith 
griping  about? 

Essentially,  that  the  ranch  manage- 
ment is  not  moving  at  the  right  pace 
for  the  second  half  of  the  20th  cen- 
tury. She  insists  that  meeting  the  com- 
pany's 1980  population  projection 
would  require  development  at  five 
times  the  current  annual  rate. 

Joan's  opponents  on  the  board  ar- 
gue quite  differently.  They  say  that 
the  kind  of  development  they  have  in 
mind  takes  time.  "Anybody  can  sell  a 
lot  of  houses  if  he  doesn't  care  wheth- 
er he  makes  a  profit  on  them,"  says 
Raymond  L.  Watson,  chief  of  Irvine's 
land  development  division.  An  outside 
expert  agrees:  "We  work  for  quite  a 
few  U.S.  corporations  that  get  in- 
volved in  real  estate  development, 
and  they  are  always  amazed  at  how 
many  years  it  takes  to  get  things  off 
the  ground." 

Quite  clearly,  Joan  Irvine  Smith's 
lawsuits,  her  squabbles  with  the  di- 
rectors and  her  lobbying  for  the 
changes  in  the  tax  status  of  founda- 
tions are  all  aimed  at  forcing  the  pace. 
Why  so,  when  she  already  has  all  the 
money  she  can  use— plus  a  big  inter- 
est in  a  wonderful  piece  of  property 
to  pass  on  to  her  heirs? 

For  the  answer  you  probably  have 
to  go  to  her  ancestry.  Her  forebears 
had  a  passionate  attachment  to  land 
ownership  and  a  passionate  dislike  of 
having  to  share  their  wealth  and  pow- 
er with  others.  Quite  simply,  Joan 
Irvine  Smith  wants  to  be  the  richest 
and  most  powerful  businesswoman  in 
the  U.S.  Her  great-grandfather  might 
disapprove  of  the  publicity,  but  he 
smely  would  have  admired  her  drive 
and  ambition.  ■ 
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( Construction  budget  at  all  time  high ) 
IConimon  stock  dividend  increased  for  10th  consecutive  year  I 


Below  are  excerpts  from  the  annual  report  to  stockholders  for  the 
year  1969  by  Ohio  Edison  Company  (includes  Ohio  Edison  Company 
and  its  subsidiary  Pennsylvania  Power  Company): 

In  1969  total  sales  of  electricity  were  16.8  billion  kilowatt-hours, 
up  7.1%,  and  operating  revenues  of  $266.9  million  were  7.3%  higher 
than  in  1968. 

Earnings  per  share  of  common  stock  were  $1.92,  compared  with 
$1.86  in  1968,  an  increase  of  six  cents. 

Dividends  on  common  stock  in  1969  totaled  $1.50  per  share  com- 
pared with  $1.42  in  1968,  and  thus  marked  the  10th  consecutive  year  in 
which  dividends  have  been  increased. 

At  its  meeting  on  February  17,  1970,  the  Company's  board  of 
directors  declared  a  dividend  on  the  common  stock  of  38M!!f  per  share,  an 
increase  of  1^  per  share  over  the  amount  paid  in  each  quarter  of  1969. 

Our  construction  program  is  the  largest  in  the  Companies'  history. 
In  1969  we  invested  $78  miUion  in  new  facilities  and  in  improvements, 
and  for  1970  the  boards  of  directors  of  the  Companies  have  authorized 
expenditures  of  $116.5  million.  For  the  five  years  1970  through  1974  we 
anticipate  capital  expenditures  by  the  Companies  of  about  $580  miUion. 

Continuous  economic  and  population  growth  in  an  area,  such  as  we 
are  experiencing,  makes  quite  apparent  the  need  for  the  kind  of  planning 
we  are  doing.  During  a  year  of  high  construction  costs  and  tight  money, 
industrial  expansion  continued  at  a  healthy  rate. 

The  decade  ahead  will  unquestionably  be  one  of  tremendous  chal- 
lenge. We  feel  fortunate  in  commencing  it  from  a  strong  foundation,  with 
sound  plans  for  meeting  the  challenge,  and  with  a  complement  of  able, 
experienced  and  dedicated  employees  to  carry  out  these  plans. 

If  you'd  like  to  find  out  more  about  our  growth  and  our  company, 
write  for  a  free  copy  of  our  1969  Annual  Report:  Mr.  C.  M.  Tillett,  Secre- 
tary/Ohio Edison  Company/47  North  Main  Street/ Akron,  Ohio  44308. 
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Nickel,  Nickel,  Who's  Got  the  Nickel? 

A  South  Pacific  island  witti  a  Scottish  name,  that's  who. 


Canada,  of  course,  is  the  world's  larg- 
est nickel  producer,  and  Australia  is 
the  world's  hottest  prospect.  But  who 
has  the  largest  reserves?  Not  Canada 
or  Australia.  Not  any  of  the  new  pro- 
ducing countries— Indonesia,  Bots- 
wana, Guatemala  or  the  Dominican 
Republic-that  will  be  getting  their 
first  metal  to  market  over  the  next 
couple  of  years. 

Then  who? 

A  6,530-square-mile  tropical  island 
possession  of  France,  with  the  Scottish 
name  of  New  Caledonia,  some  1,100 
miles  east  of  Australia  at  the  edge  of 
the  Coral  Sea. 

A  Tialf-century  ago,  Canada's  Inter- 
national Nickel  Co.  replaced  New 
Caledonia  as  the  world's  top  producer. 
Today,  however.  New  Caledonia  is 
starting  to  look  as  though  it  could 
seriously  challenge  Inco's  long-term 
domination  of  the  market.  "New  Cale- 


donia," says  Bernard  Thurneyssen.  di- 
rector of  mines  for  Societe  Le  Nickel, 
the  island's  principal  large  producer, 
"will  be  able  to  produce  more  than 
200,000  metric  tons  of  nickel  in  1975, 
taking,  so,  a  main  position  in  the 
world's  supply." 

That  means  a  minimum  of  450  mil- 
lion pounds,  or  more  than  half  the 
800-million-pound  output  Canada  ex- 
pects to  reach  in  1975— no  mean 
achievement  for  a  territory  that  last 
year  produced  less  than  90  million 
pounds.  But  the  economics  of  nickel 
have  been  changing  in  recent  years 
(Forbes,  Dec.  1,  1967),  and  most  of 
the  factors  that  for  decades  worked 
against  New  Caledonia— its  high-cost, 
low-grade  ores,  as  well  as  its  remote- 
ness from  the  market— no  longer  seem 
to  be  critical.  Nickel  is  once  again 
in  desperately  short  supply;  prices 
have  gone  through  the  roof,  soaring 
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from  77?4  cents  a  pound  in  1965  to 
$1.28  last  year;  and  with  prices  up— 
perhaps  permanently— large  reserves 
of  lower-grade  laterite  ores,  which 
New  Caledonia  possesses  in  abun- 
dance, have  become  economic. 

French  Owned 

The  French  are  far  more  jealous 
than  the  Australians  or  the  Canadians, 
for  instance,  about  controlling  their 
basic  mineral  resources.  Practically 
speaking,  only  French  citizens  can 
own  mines  in  New  Caledonia.  And 
this  has  kept  New  Caledonia,  as  al- 
ways, pretty  much  the  private  pre- 
serve of  France's  great  nickel  com- 
bine, Rothschild-controlled  Societe  Le 
Nickel,  and  its  51%-owned  interna- 
tional mining  affiliate,  Societe  Miniere 
et   Metallurgique   de  Penarroya   S.A. 

With  both  demand  and  prices  at 
record  levels,  however,  SLN  has  finally 
been  able  to  begin  realizing  the  poten- 
tial of  its  vast  and  long-undevelojjed 
New  Caledonian  reserves.  Foreigners 
may  have  difficulty  acquiring  New 
Caledonian  mines  directly,  but  tbis 
has  not  prevented  SLN  and  otlier 
French  companies  from  taking  in  for- 
eign partners  over  the  past  few  years 
to  help  finance  and  develop  them: 
Canada's  International  Nickel  and  Pa- 
tino  Mining,  and  the  U.S.'  American 
Metal  Climax  and  Kaiser  Aluminum 
&  Chemical. 

So  far,  only  Kaiser  and  Patino  have 
succeeded  in  getting  their  partnerships 
off  the  ground.  Kaiser's  arrangement 
consists  of  a  half  interest  in  a  U.S. 
marketing  company.  Kaiser  Le  Nickel, 
and  a  half  interest  in  a  company 
named  New  Caledonia  Nickel,  that  is 
paying  half  the  cost  of  expanding 
SLN's  dilapidated  nickel  refinery  at 
Doniambo.  All  told,  the  partners  will 
spend  $140  million  to  double  Doniam- 
bo's  present  output,  including  $30 
million  for  a  new  mine  at  Nepoui  that 
goes  into  production  next  month.  New 
Caledonia  Nickel  will  get  roughly  half 
the  output  of  the  expanded  refinery 
amounting  to  9  million  pounds  this 
year,  35  million  in  1972.  With  nickel 
at  $1.28  a  pound,  this  could  add  as 
much  as  $4  million  or  20  cents  a 
share  to  Kaiser's  profits. 

Not  quite  so  far  advanced  is  SLN's 
partnership  with  Patino  Mining  to  de- 
velop a  new  mine  and  smelter  at 
Poum,  at  the  island's  far  north.  SLN 
has  a  51%  interest  in  this  project, 
Patino  (through  a  French  subsidiary) 
30%  and  New  Caledonian  interests 
19%.  The  Poum  project,  which  Patino 
is  managing,  should  begin  producing 
88  million  pounds  of  nickel  annually 
beginning  in  1972.  The  total  cost: 
$205  million. 

The  other  two  projects,  however, 
are  not  yet  off  the  ground.  Backed  by 
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a  French  consortium.  International 
Xickel  is  planning  to  develop  a  100- 
million-pound  project  in  which  it  will 
have  a  40?  interest,  though  it  would 
put  up  60*?  of  the  equit>'  and  manage 
.  the  project.  Target  date:  1973.  Penar- 
'roya  and  American  Metal  Clima.x  have 
a  similar  100-million-pound  scheme 
in  the  works  for  1975. 

Like  Kaiser,  Amax  has  big  ambi- 
tions in  nickel,  and  hopes  eveiiiually 
to  establish  itself  as  a  major  producer. 
In  addition  to  its  position  in  New  Cal- 
edonia, Amax  already  has  an  impor- 
tant stake  in  Botswana,  it  has  plans 
to  acquire  Freeport  Sulphur's  old  nickel 
refinery  at  Port  Nickel,  La.  and  it 
figures  that  nickel  marketing  goes 
hand  in  glove  with  Amax'  basic  mo- 
lybdenum business. 

Waiting  for  Technology 

^o  far,  only  a  relatively  small  pro- 
portion of  New  Caledonia's  reserves 
—the  relatively  high-grade  garnierite 
ores— has  been  developed.  At  Poum 
and  Nepoui,  as  at  its  three  other  New 
Caledonia  mines,  SLN  mines  garnier- 
ite ores  that  are  competitive  with  the 
sulphide  ores  that  Inco  mines  in  Can- 
ada. But  the  development  of  the  Inco 
and  Amax-Penarro\a  projects  depend 
on  the  development  of  an  eccmomic 
process  for  the  large-scale  treatment 
of  New  Caledonia's  laterite  ores, 
which  are  not  only  lower  in  grade 
than  garnierite  i)ut  considerably  more 
costly  to  process. 

Inco  claims  to  have  developed  a 
viable  laterite  process  and  so  does 
Sherritt  Gordon  Mines,  Canada's  No. 
Three  nickel  company,  which  is  cur- 
rently testing  its  process  on  New  Cale- 
donian ores  for  SLN  in  Canada.  If 
the  Sherritt  Gordon  process  proves 
feasible— and  most  industry  observers 
are  hopeful— SLN  is  expected  to 
launch  still  another  mine  expansion, 
based  on  laterite  ores.  In  the  circum- 
stances. Kaiser  officials  could  hardly 
fail  to  hope  that  SLN  would  cut  them 
in  on  the  deal. 

Kaiser's  eagerness  to  move  into 
nickel  may  seem  puzzling.  Kaiser  is, 
"after  all,  already  a  major  power  in 
aluminum,  one  of  the  great  growth 
businesses  of  the  Seventies.  "The  fact 
is,"  says  Tom  Singer,  the  Kaiser  vice 
president  who  is  general  manager  of 
Kaiser  Le  Nickel,  "that  nickel  has 
been  growing  somewhat  less  rapidly 
than  aluminum— around  8)2%  a  year 
vs.  9%  or  so  for  aluminum.  So  the 
growth  is  not  quite  so  good.  But  for 
Kaiser,  the  potential  is  very  much  bet- 
ter. Nickel  is  just  simply  a  much  high- 
er-profit business."  It  is  indeed.  In  re- 
cent years,  Kaiser  has  averaged  a  6.7% 
return  on  its  total  capital.  By  contrast, 
International  Nickel  has  averaged  a 
14.6%  return.  ■ 


This  announcement  is  not  an  offer  to  sell  or  a  solicitation  of  an  offer  to  buy  these 
securities.  The  offering  is  made  only  by  the  Prospectus. 
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Faces  Behind  the  Figures 


Pierre  Is  Scared 

Pierre  Rinfret,  president  of  Rin- 
fret-Boston  Associates,  has  been 
predicting  that  the  economy  would 
continue  to  boom  in  spite  of  the 
Administration's  determined  anti- 
inflation  drive.  His  views  made 
news  because  economist  Rinfret 
was  a  Nixon  campaign  adviser  and 
recently  was  one  of  a  group  of  five 
private  economists  summoned  to 
the  White  House. 

Last  month  Rinfret  abruptly 
changed  his  mind.  His  change,  cou- 
pled with  Federal  Reserve  Chair- 
man Arthur  Burns'  suggestion  that 
direct  controls  might  be  desirable, 
shows  growing  dissatisfaction  within 
the  Administration  over  current  eco- 
nomic policy.  Rinfret  told  Forbes: 

"I  say  this  country  is  out  of  con- 
trol. Anything  can  happen. 

"First,  no  one  can  interpret  the 
impact  of  Cambodia  on  the  Ameri- 
can economy  because  the  Adminis- 
tration itself  does  not  know.  Will  it 
throw  the  budget  deeper  in  the  red? 

"But  the  second  is  more  critical 
and  worries  the  living  hell  out  of 
me.  The  stock  market.  Every  mar- 
ket break  in  the  past  has  forced  a 


decline  in  consumer  buying  pat- 
terns. If  this  one  does,  then  we're  in 
a  recession.  No  question  about  it." 

Rinfret  went  on  to  say  that  the 
current  slowdown  is  nothing  com- 
pared with  what  could  lie  ahead. 
"My  worry  is  1971.  Our  own  sur- 
vey of  capital  financing  shows  very 
clearly  that  corporations  may  not 
be  able  to  finance  their  capital  in- 
vestment. Couple  that  with  the 
stock  market  and  retail  buying 
turning  down.  You  have  just  got  to 
have  the  worst  of  all  possible 
worlds  by  this  fall." 

Essentially,  Rinfret  was  saying: 
The  Administration's  anti-inflation 
medicine  is  too  strong;  with  the 
Cambodia  escalation,  money  is  get- 
ting so  tight  that  crisis  lies  ahead. 

"The  ratio  of  loans  to  deposits  in 
the  banking  system  has  escalated 
beyond  historic  levels.  You  used  to 
have  50%  to  60%.  Now  you're  run- 
ing  75%  to  80%.  We  are  not  putting 
enough  money  into  the  system." 

Does  Rinfret  see  any  way  out? 
He  has  two  suggestions: 

1 )  "Write  money,  create  it,  put  it 
into  the  system  and  then  worry  la- 
ter about  how  to  control  it.  Take 
money  away  from  the  consumer,  for 


Rinfret  of  Rinfrei-Boston 

example;  he  doesn't  need  it.  Put  it 
into  housing  instead." 

2)  "We  should  follow  Bob 
Roosa's  [foimer  Treasury  Under 
Secretary]  suggestion  of  a  six-month 
moratorium  on  wages  and  prices, 
and  then  put  on  credit  contiols." 

Concluded  the  usually  ebullient 
Rinfret:  "We're  in  deep  trouble. 
Frankly,  I  don't  think  this  Admin- 
istration realizes  it."  (For  a  more 
optimistic  judgment  on  the  econo- 
my, see  "Money  Men,"  p.  64. )  ■ 


Why  Not  Admit  It  Doesn't  Work? 

In  urging  a  change  in  federal  eco- 
nomic policy.  Republican  Rinfret 
(above)  finds  himself  in  rather 
close  agreement  with  liberal  Demo- 
crat John  Kenneth  Galbraith.  The 


author.  Harvard  professor  and  one- 
time Kennedy  adviser  and  Ambas- 
sador to  India  told  Forbes:  "This 
Government  has  put  itself  into  a 
box,  a  disastrous  box,  by  saying  it 
will  rely  on  fiscal  and  monetary 
policy,    and    also    saying    it  won't 


Galbraith  of  Harvard 


touch  the  wage-price  spiral.  As  a 
result  it  cannot  ease  off  on  mone- 
tary policy— as  it  should  be  doing 
now— and  the  inflation  is  uncured." 

The  solution,  Galbraith  insisted, 
is  federal  controls  on  prices  and 
wages.  "In  the  end,  awkward  and 
disagreeable  as  the  prospect  may 
be,  businessmen  should  be  the  first 
to  argue  for  direct  controls,  because 
in  the  absence  of  them  you  wreck 
the  financial  markets.  Besides,  the 
burden  is  very  heavy  for  industries 
that  must  borrow  money— the  hous- 
ing industry  for  example— but  it 
doesn't  aftect  General  Motors  and 
the  big  firms  that  have  a  large  in- 
ternal cash  flow." 

Galbraith  feels  that  many  busi- 
nessmen are  coming  to  agree  with 
him.  Because  of  this,  Galbraith  said, 
"I  notice  that  Professor  [Henry] 
Wallich  [of  Yale,  another  Republi- 
can adviser]  has  been  saying  that 
there's  a  coalition  between  Gal- 
braith and  Wall  Street."  Jokingly: 
"I  guess  I'll  have  to  be  more  careful 
of  my  reputation." 

And  the  unions? 

"Sure,  the  unions  would  com- 
plain, but  they'd  much  prefer  con- 
trols to  inflation."  ■ 
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Hinke  of  Interbank 


Small  Cards,  Big  Money 

Karl  Hinke  and  Donald  R.  Mc- 
Bride  are  running  neck  and  neck  for 
supremacy  in  the  fast-growing  bank 
charge  card  market.  Hinke  is  chair- 
man of  Interbank  Card  Association, 
whose  Master  Charge  and  other 
cards  handled  S2.12  billion  in  retail 
sales  and  cash  advances  last  year. 
McBride  is  president  of  Bank  of 
America's  BankAmerica  Service 
Corp.,  with  volume  of  just  over  $2 
billion.  The  two  are  the  largest  U.S. 
charge  card  operations. 

The  rivalry  of  Hinke  and  Mc- 
Bride concerns  more  than  prestige. 
Bank  cards  once  meant  red  ink  to 
banks,  but  with  computerized  op- 
erations, they  now  turn  a  nice  profit. 
BofA,  for  example,  netted  about  $10 
million   from   its   California   Bank- 


Faces  Behind  the  Figures 

Americard  in  1969,  while  7,800  af- 
filiated banks  netted  perhaps  an 
added  SI 00  million. 

Interbank  is  only  three  years  old, 
but  for  1970  Hinke  predicts  at  least 
$4  billion  in  tiansactions.  Bank- 
Americard  dates  back  to  1958,  but 
probably  will  fall  short  of  $4  bil- 
lion. How  did  Interbank  gain  the 
advantage?  One  reason  is  that 
BofA  didn't  begin  franchising  banks 
outside  of  California  until  mid- 
1966.  Soon  after  Master  Charge 
started  in  1967,  however,  the  coun- 
try was  blitzed  with  bank  cards, 
and  the  Master  Charge  name  is  a 
distinct  advantage.  Big  banks  don't 
like  publicizing  the  BankAmericard 
name  of  their  bank  cards.  Thus,  of 
the  country's  200  largest  banks,  104 
are  Interbank  members  while  only 
44  are  BankAmericard  affiliates.  "I 
don't  know  why  any  bank  would 
choose  BankAmericard,"  says  Hinke. 
"In  our  system  each  bank  is  a  pro- 
prietor. But  BofA  dominates  Bank- 
Americard." 

This  McBride  disputes.  Indeed, 
he  won't  even  concede  the  demon- 
strable fact  that  Interbank  is  bigger 
than  BankAmericard.  "Our  pace," 
he  says,  "is  accelerating  in  compari- 
son. In  the  East,  Bankers  Trust  and 
BankAmericard's  other  affiliates  are 
gaining  very  rapidly."  And  though 
after  a  year  of  wooing,  McBride 
failed  to  win  over  First  Wisconsin 
Bankshares,  which  owns  First  Wis- 


McBride  of  BankAmericard 


consin  National  Bank,  he  did  score 
two  major  midwest  victories  when 
First  National  Bank  of  Chicago  and 
Cleveland  Trust  Co.  recently  went 
BankAmericard. 

The  battle  is  far  from  over.  Chase 
Manhattan,  which  started  Unicard 
in  1958,  sold  it  and  then  bought  it 
back  last  year,  has  sided  with  nei- 
ther Interbank  nor  BankAmericard. 
Moreover,  as  Hinke  and  McBride 
point  out,  only  about  2%  of  con- 
sumer nondurable  sales  are  made 
on  bank  cards.  So  billions  of  dollars 
are  yet  to  be  captured.  ■ 


Loaded  Lady? 

We're  a  mining  company  without  a 
mine,"  says  E.J.  (Jack)  Eldredge, 
50,  general  manager  of  Australia's 
Placer  Exploration  Ltd.,  "but  every 
endeavor  is  being  made  to  rectify 
the  situation  as  quickly  as  possible." 
Placer  Exploration  was  formed  two 
years  ago  by  Placer  Development, 
a  27^-owned  mining  affiliate  of 
Canada's  Noranda  Mines,  and 
Kaiser  Aluminum  &  Chemical. 
Placer  needed  capital,  and  Kaiser, 
looking  to  diversify  beyond  alumi- 
num, could  supply  it— $5  million  for 
a  50%  share,  with  another  S5  million 
in  prospect. 

Placer  Exploration  about  breaks 
even  today  on  $10  million  a  year  in 
revenues  from  mining  equipment, 
plywood,  ocean  shipping  and  what 
Jack  Eldredge  calls  "pastoral  activi- 
ties"—cattle  ranching,  that  is.  But 
with  Kaiser's  cash,  Eldredge  has 
been  able  to  step  up  Placer's  ex- 


ploration outlays  from  $867,000  in 
1968  to  $2  million  in  1969  and 
probably  $3  million  this  year.  Given 
such  outlays.  Placer  is  lucky  not  to 
be  deep  in  the  red,  and  Eldredge 

Eldredge  of  Placer  Exploration 
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has  high  hopes  that  eventually 
Placer's  24  current  exploration  proj- 
ects will  pay  for  themselves  many 
times  over. 

What  Eldredge  wants  to  find  is 
large-tonnage  metals  susceptible  to 
open-pit  mining.  To  date  Placer  has 
found  copper  in  New  Britain,  gold 
in  New  Guinea,  nickel  in  Australia. 
But  the  only  find  close  to  develop- 
ment is  a  copper,  lead,  zinc  and 
silver  orebody  in  Northern  Queens- 
land named  the  Lady  Annie  Mine, 
which  some  Placer  officials— El- 
dredge is  more  cautious— hope  will 
eventually  rival  American  Smelt- 
ing's  fabulous  Mount  Isa  Mine  80 
miles  away. 

All  mining  men  have  such 
dreams,  of  course.  But  Placer  is 
using  some  advanced  exploration 
techniques  including  infrared  pho- 
tography. And  even  Eldredge,  for 
all  his  caution,  believes  this  gives 
Placer  a  better  chance  than  most 
of  dreaming  right.  ■ 
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Faces  Behind  the  Figures 


Paul  and  Michael  Butler  of  Butler 


Like  Father,  Unlike  Son 

Chicago's  Butler  family  would 
seem  to  show  a  classic  generation 
gap.  Paul  Butler,  77,  former  head 
of  Butler  Paper  and  Butler  Avia- 
tion, is  at  home  in  company  board 
rooms,  breeds  horses  and  cattle, 
keeps  homes  in  Palm  Beach,  Chi- 
cago and  Montana  (a  26,000-acre 
ranch).  Son  Michael,  43,  wears 
long  hair,  Buffalo-Bill-style  clothes, 
even  love  beads.  "I'm  not,"  he  con- 
fides, "the  9-to-5  office  type." 

That  he  isn't.  Michael  is  also  the 
producer  of  Hair,  the  rock  musical 
that  threatens  to  become  the  big- 
gest musical  of  all  time.  It's  the  one 
thing  on  which  father  and  son 
agree.  Paul  says  proudly:  "I  think 
Hair  is  a  fabulous  show.  I  helped 
Michael  raise  the  money  for  it." 

So  he  did,  but  Michael  went  for 
broke  getting  the  $200,000  capitali- 
zation, which  is  how  he  got  out  of 
selling  Butler  corrugated  containers 
and  wound  up  with  62.5%  of  the 
biggest  gold  mine  in  show  biz.  He 
went  for  broke  by  ignoring  the 
smart  advice,  which  was  to  buy  the 
rights  but  keep  Hair  a  Greenwich 


Village  attraction  for  hippies  and 
tourists.  Instead,  he  revamped  the 
show  entirely  and  reopened  on 
Broadway,  where  it  has  just  begun 
its  third  sellout  year. 

There  are  now  16  Hair  compa- 
nies playing  from  Stockholm  to  Los 
Angeles,  with  two  more  coming  in 
Tel  Aviv  and  Detroit.  Through 
March,  gross  revenues  have  totaled 
$22.4  million;  the  return  to  the 
original  investors  has  been  400%; 
and  Michael's  profit  as  producer  is 
$1  million.  As  for  the  upcoming 
film  sale,  Michael  says,  "The  open- 
ing bid  was  $3  million."  As  pro- 
ducer, he  will  get  40%. 

Though  both  are  now  rich,  the 
two  Butlers  are  still  poles  apart  in 
life  styles.  Paul  was  the  fifth-gen- 
eration Butler  to  head  up  the  old 
(founded  1844)  paper  company, 
which  he  turned  into  a  leading 
wholesaler  throughout  the  Middle 
and  Far  West.  He  sold  control  of 
Butler  Paper  to  Nekoosa-Edwards 
(now  Great  Northern  Nekoosa)  for 
nonvoting  stock  worth  $20  million, 
and  sold  Butler  Aviation  to  Paul 
Dopp  for  $2  million.  Now  he  is 
concentrating  on  real  estate,  espe- 


cially the  3,600-acre  Oak  Brook 
community  that  he  is  developing 
outside  Chicago  with  Del  E.  Webb. 

Though  Paul  and  Michael  won't 
comment,  it's  hard  not  to  suspect 
the  reason  for  the  sale  of  the  But- 
ler inheritance  is  that  it's  a  bore  to 
Michael,  who,  besides  acquiring 
world  rights  to  another  rock  musi- 
cal (Stomp),  is  looking  into  his  own 
kind  of  real  estate  ventures  in  Ha- 
waii and  elsewhere.  Says  he:  "I 
won't  get  sucked  into  the  bag  of 
mortgages,  speculation  and  cater- 
ing to  well-off  people  who  want  to 
live  in  a  cemetery  atmosphere  with 
people  just  like  themselves.  I  want 
to  see  places  where  people  can  live 
the  good  life  outdoors.  Including 
hippies.  It's  a  shame  that  the  word 
'hippie'  scares  so  many  people." 

That  good  hfe  includes  hand- 
crafted clothes,  health  foods,  fruit 
juice  bars— all  of  which  Michael 
intends  to  exploit  commercially. 
It  also  includes  pledging  $112,500 
for  the  UN's  world  youth  assembly, 
as  Michael  did  recently. 

Sounds  vague  and  impractical? 
That's  just  what  everybody  said 
Michael  was  before  Hair.  ■ 
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At  a  time  like  this, 
Lynch  isn't  thinking  about 
the  balance  of  payments. 


Bob  Lynch  and  his  wife,  from 
Walla  Walla,  Washington,  are  getting  a 
big  kick  out  of  spending  their  $200 
duty-free  allowance  in  London. 

With  Mrs.  Lynch  in  a  smashing 
evening  gown,  the  furthest  thing  from 
her  husband's  mind  is  the  U.S.  balance 
of  payments.  And  who  can  blame  him? 

What  he  probably  doesn't  know  is 
that  many  of  the  Londoners  they 
dealt  with  are  customers  of  ours. 

The  owner  of  the  boutique  on  King's 
Road  in  Chelsea,  for  instance,  drives 
a  rented  Avis  car  on  weekends. 

The  maitre  d'  of  their  favorite 
restaurant  spent  his  last  summer 
vacation  at  the  Sheraton-Malta  Hotel 
in  St.  Julian's  on  the  Mediterranean, 
and  the  manager  of  their  hotel  owns  a 


color  TV  set  made  by  ITT  KB,  one 
of  our  British  companies. 

Contributions— at  home  and  abroad 

Last  year  U.S.  companies  operating 
abroad  contributed  over  $5  billion 
to  the  balance  of  payments. 

But  it's  not  a  one-way  street  by 
any  means. 

Companies  like  ours  make  a  direct 
contribution  to  economic  strength 
abroad  through  foreign  payrolls,  taxes, 
exports,  new  construction  and 
purchases  of  parts  and  raw  material. 
And  by  decreasing  costs  through 
more  efficient  production,  by  stabiliz- 
ing employment  and  by  paying  a 
fair  return  to  investors. 

What's  more,  foreign  direct  invest- 


ment in  the  U.S.  now  comes  to  more 
than  $10  billion.  And  a  number 
of  countries— especially  Great 
Britain,  France,  West  Germany,  Italy, 
Switzerland  and  Japan— now  compete 
aggressively  with  the  U.S.  in  world 
markets.  The  large  U.S.  balance  of 
payments  deficit  for  last  year  makes 
this  obvious. 

Key  is  growth 

The  key  to  U.S.  success  in  world 
markets  is  growth.  No  company  can 
stand  still  for  very  long  today, 
especially  in  a  world  that  demands 
application  of  advanced  technology 
and  modern  business  management 
techniques  for  survival. 

To  help  ensure  our  continued  growth 
abroad,  we  have  built  a  strong  base 
in  the  U.S.  From  this  base— and  the 
ones  we  have  established  in  other 
major  countries  over  the  years— we  are 
helping  companies  like  Levitt,  Avis 
and  Sheraton  expand  internationally. 

Soon  other  of  our  companies,  like 
ITT  Educational  Services,  Continental 
Baking  and  Rayonier  (producer  of 
cellulose),  will  increase  their 
international  activities. 

ITT  and  you 

In  foreign  countries  where  we  do 
business— as  in  the  U.S.— our  resources 
and  skills  have  resulted  in  stepped-up 
competition  in  the  fields  we  enter. 
That  means  more  efficient  use  of 
manpower  and  material— and  better 
products  and  services  for  your 
dollars  whether  you  spend  them  in 
London,  Sao  Paulo,  Wakayama 
or  Walla  Walla. 

International  Telephone  and 
Telegraph  Corporation,  320  Park 
Avenue,  New  York,  N.Y.  10022. 
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Fiftieth 

Anniversary 

1970 


ITT 


SERVING  PEOPLE  AND  NATIONS  EVERYWHERE 
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This  is  neither  an  offer  to  sell  nor  a  solicitation  oj  an  offer  to  buy  these  securities. 
The  offer  is  made  only  by  the  Prospectus. 

NEW  ISSUE  ^  May  14,  1970 


$100,000,000 

Burroughs  Corporation 

9%  Notes  due  May  1, 1975 

The  Notes  will  not  be  redeemable  prior  to  maturity. 


Price  100% 

(Plus  accrued  interest  from  May  1,  1970) 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this 
announcement  is  circulated  jrom  only  such  oj  the  underwriters,  including 
the  undersigned,  as  may  lawjully  offer  these  securities  in  such  State. 


Kidder,  Peabody  &  Co. 

Incorporated 

Lehman  Brothers  Goldman,  Sachs  &  Co. 

Blyth  &  Co.,Inc.    Drexel  Harriman  Ripley     Eastman  Dillon, Union  Securities  &  Co.     Glore  Forgan  Staats 

Incorporated  Incorporated 

Halsey,  Stuart  &  Co.  Inc.  Hornblower  &  Weeks-Hemphill,  Noyes  Lazard  Freres  &  Co. 

Loeb,  Rhoades  &  Co.         Merrill  Lynch,  Pierce,  Fenner  &  Smith         Paine,  Webber,  Jackson  &  Curtis 

Incorporated 

Salomon  Brothers  &  Hutzler  Smith,  Barney  &  Co.  Stone  &  Webster  Securities  Corporation 

Incorporated 

Wertheim  &  Co.  White,  Weld  &  Co.  Dean  Witter  &  Co.  Paribas  Corporation 

Incorporated 

Bache  &  Co.  Bear,  Stearns  &  Co.  Clark,  Dodge  &  Co.  Dominick  &  Dominick, 

Incorporated  Incorporated  Incorporated 

Francis  L  duPont,  A.  C.  Allyn,  Inc.  Equitable  Securities,  Morton  &  Co.  Robert  Fleming 

Incorporated  Incorporated 

Goodbody  &  Co.      Ilayden,  Stone      E.  F.  Hutton  &  Company  Inc.      W.  E.  Hutton  &  Co.      Reynolds  &  Co. , 

Incorporated 

Shearson,  llammill  &  Co.        Shields  &  Company        F.  S.  Smithers  &  Co.,  Inc.        Spencer  Trask  &  Co. 

Incoi  porateti  Incorporated  Incorporated 

Tucker,  Anthony  &  R.  L.  Day     G.  H.  Walker  &  Co.     Walston  &  Co.,  Inc.     Wood,  Struthers  &  Winthrop  Inc. 
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Faces  Behind  the  Figures 


The  Figures  Behind  the  Faces 

He's  been  in  the  news,  this  young- 
ster behind  the  gas  mask,  because 
fellow  National  Guardsmen  killed 
four  students  at  Kent  State  Univer- 
sit>  in  Ohio.  He  may  also  soon  be- 
come a  problem  child. 

Although  the  peacetime  Nation- 
al Guard  is  50  state  militias,  the 
states  pay  only  about  $100  million 
a  year  to  keep  it  in  uniform.  The 
rest— about  SI  billion— comes  from 
the  Federal  Government.  The 
Guard's  budget  is  normally  sacro- 
sanct, but  after  the  Kent  State  in- 
cident, Congress  could  become  less 
open-handed. 

Until  nou,  the  Guard  has  had 
no  trouble  keeping  its  490,000 
men  because,  in  1963,  Congress 
made  joining  the  Ckiard  an  alterna- 
tive to  being  drafted.  Now,  100,000 
men  who  joined  that  year  are 
leaving,  and  more  will  follow.  With 
the  Administration  talking  about 
not  sending  draftees  to  N'ietnam, 
there's  no  longer  a  rush  to  join. 
Major  General  Winston  P.  Wilson, 
the  Pentagon's  top  (inard  officer, 
says  the  reenlistment  rate  must  be 
raised  from  40*?  to  707  in  order  to 
maintain  its  strength. 

The  figures  behind  the  faces  are 
foimidable.  ■ 


Nafional  Guardsman 


Getting  and  Spending 

Both  Rand  Corp.  and  the  Aero- 
space Corp.  are  now  under  con- 
gressional attack  for  supposedly 
overpaying  management.  Senator 
John  J.  Williams  (Rep.,  Del.)  is  an- 
gry because  16  employees  of  the 
two  companies  get  more  than  the 
government-reimbursable  limit  of 
$45,000  a  year.  The  highest  paid 
of  the  lot  is  58-year-old  Dr.  Ivan 
A.  Getting,  president  of  Aerospace. 
At  $97,500  for  1969,  Getting  was 
$52,500  over  the  limit.  The  differ- 
ence came  from  Aerospace's  slim 
income  (which,  less  other  "disal- 
lowed" costs,  was  only  $650,000 
on  revenues  of  $76  million ) . 

But  Getting  seems  a  bargain  at 
the  price:  An  electrical  engineer 
from  Massachusetts  Institute  of 
Technology,  he  earned  his  Ph.D. 
at  0.\ford  as  a  Rhodes  scholar. 
During  World  War  11  he  directed, 
tlie  MIT  group  that  developed  the 
microwave  tracking  gear  credited 
with  saving  London  from  destruc- 
tion bv  the  \'-l  bomb;  he  also  ad- 


vised Secretary  of  War  Henry  L. 
Stimson  on  radar.  He  stayed  at 
MIT  as  a  professor  until  1950,  then 
took  time  off  as  long-range  plan- 
nihg  consultant  to  the  Air  Force 
during  the  Korean  war.  Then  came 
nine  years  at  Raytheon  Corp., 
where  as  a  mere  vice  president  he 
made  about  $125,000  back  in  1960. 

Getting's  record  is  equally  im- 
pressive at  Aerospace,  which  since 
1960  has  engineered  both  the  At- 
las and  the  Titan  III  boosters 
(which  orbited  Mercury  and  Gem- 
ini astronauts,  respectively),  many 
communication  and  scientific  satel- 
lites and  much  of  the  worldwide 
satellite  tracking  network.  Though 
producing  no  hardware,  the  com- 
pany is  the  engineer-architect  on 
almost  all  Air  Force  space  and  bal- 
listic missile  programs. 

Rut  an  Air  Force-sponsored  non- 
profit company  can  have  hiring 
problems.  Competing  for  highly 
trained  men.  Aerospace  can  offer 
only  straight  salary.  "We  have  no 
bonuses  and  no  fringe  benefits," 
laments  Getting.   "We  cannot  dis- 


tribute earnings,  we  have  no  equity 
for  stock  plans  and  we  must  be 
as  pure  as  Caesar's  wife  about  ex- 
penses." But  Senator  Williams'  at- 
tack suggests  that  there  isn't  likely 
to  be  much  change  in  the  rules. 
Maybe  because  $45,000  is  about 
what  U.S.  senators  are  paid.  ■ 

Getting  of  Aerospace 
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HOW  ARE  THE  MUTUAL  FUND^ 

THAT  HOLD  SHARES 

IN  YOUR  COMPANY 

PERFORMING 

THESE  FINE  DAYS? 

YOU  CAN  FIND  OUT  IN 

THE  MUTUAL  FUND 

RATING  "BIBLE"— 


TheM 


^^% 


FORBES  15*"^  ANNUAL 
MUTUAL  FUNDS 
PERFORMANCE  RATINGS 

ON  AUGUST  15,1970 


•  The  FORBES  15th  Annual  Mutual  Funds  Issue  of  August  15,  1970, 
will  rate  the  performance  of  more  than  400  mutual  funds. 

•  It  will  evaluate  the  performances  of  these  funds  in  the  declining 
market  of  the  past  12  months. 

•  And  it  will  evaluate  their  performances  over  the  long  run  of 
several  years,  to  give  you  the  complete  picture. 

•  This  special  FORBES  issue  will  be  widely  read.  And  it  will  be  well 
read.  And  consulted  more  than  a  few  times  by  the  top  management 
men  who  read  FORBES  regularly. 

Once  each  year  the  editors  of  FORBES  rate  the  relative  performances  of  Ameri- 
ca's mutual  funds.  This  special  issue  of  FORBES  covers  mutual  funds  of  every 
denomination  and  every  size.  This  year  the  special  issue  will  be  read  with  greater 
interest  than  any  other  year  the  report  was  presented. 

No  other  publication  measures  mutual  fund  performance  in  the  same  way  that 
FORBES  does,  and  in  view  of  present  market  conditions,  the  way  FORBES  does 
it  seems  the  most  reliable  way  of  all. 

We  determine  how  a  particular  fund  has  performed,  relative  to  all  other  funds, 
during  three  periods  when  the  market  was  bullish.  Then  we  take  an  average  of 
these  three  performances,  and  from  this  average  give  you  FORBES'  evaluation 
of  the  individual  fund's  performance  in  a  rising  market.  Using  the  same  methods, 
FORBES  evaluates  the  fund's  performance  in  downswings  of  the  market. 

Result:  a  thoroughly  reliable  and  complete  picture  of  the  long-range  ability— or 
inability— of  each  fund  to  outperform  the  others. 

The  FORBES  Mutual  Funds  Issue  is  packed  with  other  useful  information,  in- 
cluding a  comparison  of  performances  of  favorite  individual  stocks  during  the 
same  12  months  and  over  the  same  8  years  in  which  mutual  funds  are  measured. 

The  time  is  right  and  the  place  is  right  for  advertisers  who  want  to  obtain  maxi- 
mum exposure  for  advertising  messages  directed  to  the  select  FORBES  audi- 
ence. Our  FORBES  Mutual  Funds  Issue  will  be  consulted  again  and  again  by  the 
men  who  own  and  run  American  business,  for  its  wealth  of  information  and 
valuable  statistics. 

Apparently  advertisers  are  also  getting  a  message  from  these  annual  issues. 
Last  year  advertising  pages  in  our  Mutual  Funds  Issue  rose  38%  above  the  pre- 
ceding year.  And  the  year  before  ( 1968),  they  rose  33%  over  the  year  before  that. 

Reserve  space  now  for  your  message  in  this  vitally  important  FORBES  issue- 
perhaps  more  important  this  year  than  in  any  of  the  14  years  in  which  FORBES 
previously  rated  mutual  funds.  Call  or  write  to  Mr.  John  Rhein,  Assistant  to  the 
Publisher,  FORBES  Magazine,  60  Fifth  Avenue,  New  York,  N.Y.  10011. 

The  date  to  remember:  August  15,  1970.  More  than  one-and-a-half  million 
FORBES  readers  will  be  giving  this  issue  a  very  thorough  examination  —  for  the 
next  12  months. 

FORBES  readers  don't  just  own  American  business. 

They  run  it. 

Forbes:  capitalist  tool 


Looking  for  Goliaths 

Just  when  little  Rohr  Corp.  seems  to  have 
its  aerospace  business  well  in  hand,  it  takes 
on  General  Motors  and  General  Electric. 


At  a  glance,  Rohr  Corp.  of  Chula 
Vista,  Calif,  would  seem  to  be  proof 
positive  that  the  only  way  to  stay 
happy  in  aerospace  is  to  carve  a  prof- 
itable little  niche.  Rohr's  niche  is  man- 
ufacturing housings  and  accessories- 
known  as  engine  pods— for  jet  engines. 
Rohr  takes  a  bare  engine  from,  say. 
United  Aircraft,  adds  up  to  5,000 
parts,  then  delivers  it  to  an  airframe 
manufacturer  like  Boeing  or  Lockheed. 

Rohr's  expertise  has  made  it  the 
only  mass  builder  of  engine  pods  in 
the  U.S.,  and  also  the  second  most 
profitable  company  (behind  McDon- 
nell Douglas)  of  any  size  in  the  aero- 
space field,  where  it  got  96%  of  its 
$266  million  sales  last  year.  On  this, 
Rohr  earned  a  record  $2.51  a  share 
(fully  diluted),  up  60%  from  four 
years  earlier,  for  a  robust  return  on 
equity  of  17%.  In  contrast,  the  aero- 
space industry's  seven  billion-dollar- 
or-more  giants  earned  an  average  of 
42%  less  per  share  last  year  than  five 
years  ago,  for  a  combined  return  on 
equity  of  just  5%. 

Why  in  tarnation,  then,  is  President 
Burt  F.  Raynes  taking  Rohr  into  such 
diverse  fields  as  aluminum  boats,  rapid 
transit  cars,  air  cushion  trains  and— 
just  six  weeks  ago— motor  buses? 
Especially  since,  in  so  doing,  Rohr 
will  collide  head-on  with  General 
Motors,  which  has  75%  of  the  bus 
market,  and  General  Electric,  which 


r 


Rohr  Corp.  may  have  moved  into 
the  mass-transit  business  at  precise- 
ly the  right  moment.  It's  always 
risky  to  predict  what  Congress  will 
do,  but  those  in  the  know  on  Capi- 
tol Hill  say  the  odds  are  that  it  will 
pass  President  Nixon's  urban  mass- 
transit  bill.  This  would  provide  $10 
billion  over  the  next  12  years  to 
cities  to  build  subways  and  pur- 
chase buses.  Under  the  provisions 
of  the  bill,  the  Federal  Government 
would  put  up  $2  for  every  $1  the 
cities  put  up,  so  it's  actually  a  $15- 
billion  program. 

The  giant  share  of  the  federal 
money,  about  $7  billion,  would  go 
for  building  subways,  and  since 
Rohr  now  makes  subway  cars,  it 
should  get  ])art  of  that.  However, 
since  construction,  not  equipment, 
constitutes  most  of  the  cost  of  a 
subway,  where  Rohr  really  stands 
to  make  money  is  from  the  bus  pro- 


is  in  the  process  of  buying  the  rail  car 
operation  of  Budd  Co. 

One  reason  is  to  smooth  out  the  dips 
in  the  aerospace  business.  Another  is 
that,  as  the  industry  picture  darkens, 
some  hungry  aerospace  giant  might 
move  in  on  Rohr.  Finally,  Raynes  has 
a  personal  reason. 

"I'm  a  conservationist,"  he  says. 
"Been  one  for  at  least  ten  years,  long 
before  it  became  fashionable,  and  I 
want  to  do  something  about  the  single 
most  damaging  thing  to  our  environ- 
ment, the  automobile.  That's  why  we 
branched  out  into  these  other  areas  of 
transportation.  We  simply  have  to 
give  people  a  pleasing  alternative  to 
automobile  travel." 

A  Technological  Thread 

What  may  make  Rohr's  recent  ven- 
tures less  risky  than  they  seem  is  the 
technological  thread  common  to  near- 
ly all  the  company's  operations:  the 
fabrication  of  aluminum.  Rohr  also 
builds  fuselage  sections,  and  Raynes 
sees  great  similarity  between  fuselages 
and  rail  cars  and  buses.  Moreover,  the 
carryover  of  aluminum  knowhow  from 
Rohr's  aerospace  projects  has  helped 
Raynes  keep  down  his  R&D  costs. 

Rohr's  first  venture  outside  of  aero- 
space, in  1961,  was  in  building  large, 
steerable  tracking  antennas  (which 
use  much  aluminum).  Soon  after, 
Rohr    went   into    the    boat   business. 


Here  Come  the  Buses- 


gram.  This  will  run  to  $2  billion- $3 
billion,  most  of  it  for  equipment. 

General  Motors'  CMC  Truck  & 
Coach  division  has  about  75%  of 
the  city  bus  market,  which  now 
amounts  to  $100  million  a  year. 
Rohr's  Flxible  Co.  has  nearly  all 
the  rest.  If  the  President's  plan  is 
approved,  the  market  for  buses 
should  double  or  triple. 

New  Source 

In  fact,  the  potential  is  stagger- 
ing, once  the  lowly  bus  companies 
start  receiving  even  a  smattering  of 
the  kind  of  federal  support  that  air- 
craft makers  have  long  enjoyed.  Bus 
companies  generally  e.xpect  a  vehi- 
cle to  be  retired  after  ten  years.  By 
that  standard,  over  22,000  buses  on 
the  street  should  already  be  in  junk- 
heaps.  Since  the  average  city  bus 
costs  from  $40,000  to  $50,000,  the 
replacement  market  alone  adds  up 


Raynes  of  Rohr 

"Competition  didn't  have  the  technol- 
ogy for  welding  and  forming  alumi- 
num as  well  as  we  did,"  says  Raynes. 
"We  underbid  them,  and  we  have 
made  money  on  all  the  boats."  Rohr's 
boat-building  operation  is  still  very 
small,  but  Raynes  sees  big  growth  po- 
tential in  high-speed  (100  knots)  twin- 
keel  ferries  and  fireboats. 

However,  ground  transportation  is 
potentially  a  far  larger  market.  "The 
market  for  rapid  rail  will  be  $150  mil- 
lion a  year  for  ten  years,"  says  Raynes. 
"We  expect  to  get  a  third  of  that-$50 
million  each  year,  both  from  new  sys- 
tems, like  San  Francisco's  BART  [Bay 
Area  Rapid  Transit],  where  we  have 


to  over  $1  billion  right  now.  No  one 
is  pretending  that  the  transit  bill 
will  replace  all  the  overage  buses 
belching  around  the  cities,  but  ob- 
viously there's  enough  demand  to 
absorb  the  $3  billion  to  $4.5  bil- 
lion proposed  by  the  joint  federal- 
local  program  to  run  from  this  year 
until  1982. 

That's  only  one  reason  why  bus 
manufacturers  should  be  smiling. 
Another  is  that  the  Highway  Trust 
Fund  expires  in  1972.  In  less  self- 
critical  times,  the  $5-billion  trust 
fund  (supported  by  highway  users' 
tolls)  probably  would  be  rubber- 
stamped  for  another  long  life.  But 
worried  backers  of  the  Fund,  in- 
cluding the  powerful  chairman  of 
the  Senate  Public  Works  Commit- 
tee, Jennings  Randolph,  are  won-' 
dering  how  to  sweeten  the  pot  with 
a  goodie  for  the  cities.  There  is  a 
good  possibility  they  may  surrender 
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Safe  For  Panty  Hose.  Rohr  is  scheduled  to  deliver  ifs  first  electric 
rapid  transit  car  to  San  Francisco's  BART  (short  for  Bay  Area  Rapid 
Transit)  district  this  summer.  President  Burt  Raynes  stresses  avoiding 
problems  by  close  attention  to  detail.  One  example:  Raynes  says  he 
will  take  a  pair  of  women's  hose  and  rub  them  down  seat  backs  and 
such  to  make  sure  there's  no  place  for  a  woman  to  snog  her  stockings. 


a  S67-million  contract  for  250  cars, 
and  from  new  cars  in  old  systems.  We 
must  make  rapid  rail  more  attractive. 
Subway  cars  like  New  York's  are 
crowded,  dirty  and  degrading.  They 
are  little  better  than  cattle  cars." 

But  Raynes  believes  that  for  longer 
runs  con\entional  rail  technology  is 
obsolete.  That's  why  Rohr  last  No- 
vember acquired  a  controlling  interest 
in  Aerotrain  Systems,  the  U.S.  subsid- 
iary of  two  French  companies  whose 
experimental  air-cushion  trains  have 
reached  265  mph.  Raynes  believes  the 
air-cushion  design  will  prove  faster, 
cheaper  and  safer  than  conventional 
trains,  even  the  famed  Japanese  Tokai- 
do  E.\press.  "We  can  produce  a  seat- 
mile  at  higher  speeds  for  less  money," 
he  says.  "We  could  go  from  Manhat- 


tan to  Kennedy  Airport  in  under  ten 
minutes.  And  it  would  be  all  auto- 
mated—no on-board  operator." 

f/xib/e?  yes,  FIxible 

Raynes  was  still  reorganizing  Aero- 
train when  he  reached  out  for  FIxi- 
ble Co.,  a  small  but  well-regarded 
Ohio  maker  of  buses.  The  odd  spell- 
ing is  to  protect  the  name  as  a  trade- 
mark. "FIxible  sales  are  about  $25 
million  a  year  and  we  expect  to  dou- 
ble that,"  says  Raynes.  "They  have  a 
good  work  force  and  good  manage- 
ment. We  think  we  can  bring  them 
some  designs  that  are  an  outgrowth 
of  our  aircraft  technology.  Sort  of 
the  same  thing  that  we  did  with 
the  BART  cars,  which  are  20%  lighter 
than  conventional  designs." 


Raynes  is  confident  that  both  buses 
and  rapid  transit  are  due  for  major 
growth,  partly  because  of  the  pend- 
ing multibillion-dollar  urban  mass 
transit  bill  (see  box). 

Rohr  has  other  transportation  proj- 
ects under  way.  One  is  the  Automove 
Warehouse  System,  a  computerized, 
automated  system.  Raynes  himself  in- 
vented it  (he  holds  21  patents,  more 
than  any  other  Rohr  employee)  to  cut 
Rohr's  spiraling  warehouse  costs.  It 
worked  so  well  that  Rohr  is  now  sell- 
ing it  to  others.  The  first  customer: 
the  Navy  at  Norfolk.  Similar  to  Auto- 
move but  still  on  the  drawing  boards 
is  a  "people  mover"— automated  cars 
that  would  carry  four  to  six  persons  in 
large  terminals,  downtown  areas  and 
the  like. 

Meanwhile,  Rohr's  traditional  aero- 
space business  has  a  record  backlog 
of  $555.5  million.  The  Boeing  747  run 
will  mean  $500  million  in  orders;  the 
supersonic  transport— if  ever  built— 
would  mean  even  more.  Rohr  is  a 
major  subcontractor  for  nearly  every 
commercial  and  general  aviation  jet 
plane  in  U.S.  production,  and  recently 
it  became  an  associate  contractor  with 
Grumman  on  the  Navy  F-14  fighter. 
Rohr  will  be  responsible  for  the  de- 
sign, engineering  and  production  for 
part  of  the  fuselage. 

But  Raynes'  goal  is  to  keep  his  aero- 
space business  at  $250  million-$300 
million  and  add  $200  million  in  sales 
of  other  products  by  1975.  And,  be- 
cause most  of  these  new  products 
would  be  proprietary,  he  hopes  to  be 
able  to  maintain  Rohr's  profitability. 
It's  a  gamble,  of  course,  but  so 
is  standing  still.  ■ 


some  sacrosanct  trust  money  for 
subsidies  to  ailing  city  bus  lines. 

The  trend  to  municipal  ownership 
of  bus  companies  is  another  hopeful 
sign.  In  1950  only  2%  of  all  bus 
companies  for  urban  transportation 
were  municipally  owned.  Now  10% 
are,  and  many  people  think  even- 
tually all  bus  companies  will  be 
owned  by  cities. 

"Since  municipalities  are  non- 
profit corporations,  financed  by  the 
taxpayers,"  says  Rohr  President 
Raynes,  "it  is  possible  for  them  to 
subsidize  a  bus  line.  In  most  cities, 
in  fact,  bus  lines  are  subsidized." 
Raynes  sees  nothing  wrong  with 
operating  bus  lines  that  don't  pay 
their  own  way.  He  thinks  that  cities 
will  soon  awaken  to  that  fact  and 
thus  keep  fares  low  in  order  to  re- 
lieve traffic  congestion. 

In  preparation  for  expansion  of 
the  nation's  bus  systems,  the  De- 


partment of  Transportation's  Urban 
Mas.s*  Transit  Administration,  under 
the  direction  of  Carlos  C.  Villar- 
real,  has  been  conducting  studies 
and  experiments  on  how  to  make 
them  more  efficient.  The  most  prac- 
tical experiments  have  been  with 
high-speed  bus  lanes,  reserved  ex- 
clusively for  commuter  buses.  Last 
December  Villarreal  arranged  to  re- 
serve a  lane  of  a  major  route  into 
Washington,  D.C.  just  for  buses. 
And,  advocates  claim,  that  could 
cut  Washington  rush-hour  travel 
time  from  outlying  Virginia  50%  for 
users.  Early  last  month,  DOT  tenta- 
tively awarded  $2  million  to  be  di- 
vided among  Atlanta,  Cincinnati, 
Dallas,  Dayton,  Los  Angeles,  Louis- 
ville, Minneapolis-St.  Paul,  New 
Haven,  New  York,  Philadelphia  and 
Washington,  to  be  spent  upon  sim- 
ilar trial  runs. 

In  Chicago,  DOT  has  pitched  in 


$1.5  million  of  $2  million  for  a  bus 
monitoring  system  widely  used  in 
Europe,  but  never  tried  in  the  U.S. 
Since  March,  500  Chicago  buses 
have  been  computer-tracked  for  lo- 
cation, trouble  (stick-ups  or  break- 
downs) and  punctuality  by  a  Mo- 
torola communications  system. 

Villarreal  is  enthusiastic  about 
an  environmental  improvement  pro- 
gram kit  that  DOT  encouraged 
General  Motors  to  develop  for  older 
buses.  It's  already  being  tried  in 
San  Francisco  and  will  soon  be  used 
in  Washington,  D.C.  The  kit  allows 
buses  to  use  lighter,  less  polluting 
diesel  fuel,  provides  a  more  effec- 
tive muffler,  elevates  the  exhaust 
pipe,  adds  better  shock  absorbers 
and  an  improved  fuel-injection  sys- 
tem. For  some  $1,200  worth  of 
equipment  and  another  $1,200  in- 
stallation fee,  a  city  gets  a  quieter, 
smoother-riding  old  bus. 
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he  Money  Men 


The  Patient 

Is  in  Pain 

But  He  Isn't 

Dying 

From  the  vantage  point  of  a  full 
half-century  in  the  business,  Har- 
old B.  Dorsey  isn't  losing  his  head 
even  though  the  Dow  Jones  indus- 
trials have  lost  all  the  gains  of  a 
decade  and  near-panic  conditions 
prevail  in  large  parts  of  Wall  Street. 
Dorsey  thinks  what  is  going  on  is 
basically  healthy,  no  matter  how 
painful.  In  a  sense,  the  Government 
planned  things  this  way.  Perhaps 
not  precisely,  but  in  the  sense  that 
it  was  determined  to  squeeze  the 
speculative  excesses  out  of  the  econ- 
omy—including the  stock  market. 

Of  course,  Bernie  Cornfeld  prob- 
ably wouldn't  agree  with  Harold 
Dorsey,  but  then  Dorsey  is  no  Ber- 
nie Cornfeld.  Dorsey  is  chairman  of 
the  board  of  Argus  Research  Corp., 
which  takes  its  name  from  the 
many-eyed  monster.  Since  1934 
Argus  has  kept  its  many  eyes  fo- 
cused on  economic  conditions  and 
blue-chip  stocks.  This  information 
Argus  then  sells  to  several  hundred 
financial  organizations  for  fees  rang- 
ing from  $6,000  a  year  to  $20,000. 
That  adds  up  to  a  lot  of  informa- 
tion. For  many  smaller  regional 
brokerage  houses,  the  Argus  ser- 
vice substitutes  for  expensive  re- 
search staffs.  Over  the  last  36  years 
its  prognostications  have  been  re- 
markably accurate;  Argus  correctly 
predicted  the  1953,  1958,  1962, 
1966  and  present  bear  markets. 
Whereas  many  money  men  claim  to 
be  right  about  individual  stocks  but 
wrong  about  the  general  market 
trend,  Dorsey's  performance  has 
been  rather  the  reverse. 

Harold  Dorsey's  69  years,  his 
v/hite  hair  and  dark-rimmed  glass- 
es make  him  look  like  one  of  those 
stern  but  kindly  TV  doctors.  What 
with  hi.s  medical  bearing,  his  repu- 
tation for  diagnosing  bear  markets 
and  all,  it  was  with  some  apprehen- 
sion that  Forbes  interviewed  Dor- 
sey recently.  We  feared  the  worst- 
like a  patient,  his  tests  completed, 
facing  the  moment  of  truth  in  the 
doctor's  private  office. 

But  Dr.  Dorsey  lifted  a  weight 
off  our  shoulders.  No,  he  assured, 
the  patient  isn't  going  to  die.  De- 
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Dorsey  of  Argus  Research 


spite  the  dreadful  side  effects,  the 
treatment  is  going  to  be  successful. 

"Those  people  down  in  Washing- 
ton are  smarter  than  you  or  anyone 
else  knows.  All  of  this  trouble  isn't 
happening  completely  because  they 
don't  know  what  to  do.  A  lot  of  it— 
at  least  the  economic  program— is 
very  well  thought  out  and  planned. 

"Anyway,  things  aren't  as  bad  as 
everyone  is  saying  these  days.  In 
the  stock  market  at  least,  all  the 
bad  news,  as  far  as  I  can  see,  is 
out.  And  anyone  who  thinks  that 
the  market  is  going  to  get  much 
worse  is  crazy.  Wall  Street  is  about 
12  months  behind  the  times.  Of 
course,  almost  all  the  people  in 
the  market  usually  are  about  12 
months  behind  the  times. 

"When  we  first  came  out  late  in 
1968  and  predicted  that  there  was 
every  indication  that  a  bear  market 
was  on  its  way  in,  many  of  our 
clients  were  furious  and  would  call 
up  and  ask  why  didn't  I  shut  up. 
Called  me  a  Cassandra.  But  just 
recently  when  I  told  a  group  of 
brokers  and  their-  wives  in  Balti- 
more that  we  were  coming  oitt  of  a 
bear  market,  the  band  started  play- 
ing Happy  Days  Are  Here  Again. 


Some  of  the  brokers'  wives  asked 
me  to  dance.  These  were  the  same 
people  who  got  mad  when  I  told 
them  we  were  heading  into  a  bear 
market  a  little  over  a  year  ago." 

At  this  stage  in  his  career  Dor- 
sey seems  amused  at  his  clients' 
behavior.  But  he's  a  little  sad,  too, 
because  he  feels  that  they  could— 
if  they  would  just  look  at  the  eco- 
nomics of  the  market— behave  in  a 
more  intelligent  manner.  "Let's  face 
it,"  says  Dorsey,  "these  market 
changes  don't  just  come  overnight. 
Neither  individual  stocks  nor  the 
market  as  a  whole  works  in  a  vac- 
uum. The  ups  and  downs  don't 
come  in  a  V  formation  but  more 
like  a  saucer. 

"The  reason  that  a  lot  of  inves- 
tors think  of  the  market  as  behaving 
in  a  violent  V  formation  is  that 
when  a  bear  market  starts  most  peo- 
ple try  to  ignore  it  for  quite  some 
time.  That's  what  happened  during 
the  latter  part  of  1968  and  the  first 
half  of  1969.  And  then  when  in- 
vestors did  start  to  realize  what 
was  going  on,  about  six  to  nine 
months  ago,  most  of  it  had  already 
happened.  Now  I'm  sure  that  the 
same  thing  will  happen  for  most 
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investors  during  the  next  year.  Most 
investors  are  now  in  the  doldrums, 
and  they  will  ha\'e  to  be  shown  an 
awful  lot  of  the  bull  before  they 
realize  he's  not  a  bear. 

"In  one  sense  this  decline  is  the 
same  as  any  other  decline,  even 
1929.  In  each  case  it's  a  question 
of  degree— that  is,  the  saucer  can 
be  larger  and  broader  or  smaller 
and  narrower.  At  any  rate,  right 
now  we're  coming  out  of  it  and  by 
July  or  August  we'll  be  coming  up 
the  lip  and  things  will  really  start 
to  look  better  by  September.  It 
would  probably  come  sooner,  but 
you  have  the  summer  vacations  to 
get  through  and  a  lot  of  people 
will  be  away." 

Harold  Dorsey  delivered  this 
prognosis  from  his  sunlight-flooded 
offices  high  on  the  47th  floor  of 
140  Broadway  in  New  York's  finan- 
cial district.  Sitting  that  high  up, 
looking  down  at  New  York  Bay 
and  into  the  man-made  canyons 
gives  a  man  a  certain  perspective. 
So  does  a  lifetime  of  learning  that 
neither  bull  markets  nor  bear  mar- 
kets last  forever.  From  that  perspec- 
tive the  world  looks  rather  more  or- 
dered than  it  does  from  the  ordinary 
brokerage  boardroom  preoccupied 
with  today's  ups  or  downs. 

Taking  the  long  view,  Dorsey 
has  consistently  felt  that  monetary 
restraint  was  vital  for  the  long- 
range  health  of  the  economy.  He 
regards  it  as  good  that  we've  got 
monetary  restraint  and  it's  hurting. 
Especially  is  he  favorably  inclined 
to  the  present  Federal  Reserve 
chairman,  Arthur  Burns. 

"I  used  to  say  that  you  couldn't 
trust  anything  that  came  out  of 
Washington  because  no  one  there 
understood  what  was  going  on  in 
the  econom\ .  And  now  these  people 
have  accomplished  exactly  what 
they  set  out  to  do,  using  a  sound 
monetary  approach  rather  than 
that  ridiculous  Keynesian  approach. 

"I  think  it  is  really  working, 
whereas  I  can't  see  something  like 
wage  aiKl  price  controls  really  work- 
ing. With  that  you  wouldn't  really 
get  rid  of  rampant  inflation,  which 
could  have  become  as  bad  as  Ger- 
many in  the  Twenties.  I  really 
can't  see  direct  controls  working  be- 
cause I've  lived  through  them,  and 
they've  been  failures." 

So  Dr.  Dorsey  feels  that  the  pa- 
tient is  well  on  the  road  to  recovery 
—in  spite  of  all  the  pain.  Dorsey 
feels  that  interest  rates  have  gone 


up  as  far  as  they  will  and  will  soon 
start  to  decline.  But  he  cautions 
that  there  is  always  a  time  lag  of 
six  to  nine  months  between  what 
happens  in  the  monetary  markets 
and  what  happens  to  the  market 
and  the  economy.  Thus  Dorsey 
doesn't  think  we'll  see  an  upturn  in 
corporate  earnings— except  in  very 
special  cases— until  the  last  quarter 
of  this  year  or  early  1971. 

And  the  stock  market?  Dorsey 
regards  it  as  a  kind  of  leading  in- 
dicator and  feels  it  should  turn  up 
before  the  economy  does.  "The 
market  already  has  absorbed  an 
awful  lot  of  bad  news,  and  as  far 
as  I  can  see  most  of  the  bad  news 
is  out  now.  Remember  this:  The 
stock  market  never  discounts  the 
same  thing  twice. " 

For  Dorsey  it's  an  easy  step  from 
that  statement  to  his  conclusions 
about  which  stocks  are  the  best 
buys  now.  In  his  scheme  of  things 
there  is  a  fairly  orderly  progres- 
sion in  bull  markets,  from  blue 
chips  to  second-rate  stocks  and  fi- 
nally to  wild  speculation.  So,  quite 
naturally,  he  expects  the  blue 
chips  will  recover  first.  He  predicts 
gains  of  "at  least"  25%  in  such  blue 
chips  as  Mobil  Oil,  General  Motors 
and  General  Electric.  Also  in  the 
utilities  and  building  stocks  and 
some  savings  and  loans  as  interest 
rates  begin  to  drop  down. 

"It  always  happens  this  way 
coming  out  of  the  bear  markets," 
said  Dorsey.  "You  always  get  a 
25%  to  30%  ride  out  of  the  ciuality 
stocks  because  people  are  still  a 
little  scared  and  want  to  put  their 
money  in  the  sounder  stufl^." 

While  this  interview  was  going 
on,  there  was  turmoil  in  the  streets 
below.  Construction  workers  and 
longshoremen  were  bashing  antiwar 
students.  From  way  up  there  you 
couldn't  hear  the  noise.  Even  that 
didn't  greatly  shake  Dorsey's  equa- 
nimity. "Let's  face  it,"  he  said,  "I 
had  my  wild  times  and  raised  hell, 
and  these  kids  aren't  so  very  differ- 
ent from  us.  I  don't  think  these 
demonstrations  prove  that  the  coun- 
try is  going  to  pieces."  By  the  time 
the  Forbes  reporter  descended,  the 
rioting  was  over.  It  wasn't  exactly 
happy  days  again,  but  the  situation 
wasn't  as  dire  as  it  had  seemed 
when  the  Forbes  man  went  into 
the  building  two  hours  or  so  earlier. 
The  quieter  streets  and  the  calm 
optimistic  tone  of  Dorsey's  mood 
left  him  feeling  a  good  deal  better.  ■ 


is  the  time 
to  spend 


for>£tna 

Fund,  Inc. 

prospectus. 


Charter 

investment 

period  with 

no  sales  chaise 

ends  June  30. 


Mail  the  coupon  now  for  prospectus 

and  application  for  this  new  mutual 

fund  managed  by  professionals  whose 

objective  is  growth  of  your  capital. 


ggl 


Aetna  Financial 
Services,  Inc. 
P.O.  Box  ALC-1 
Hartford,  Conn.  06101 

I  am  interested  in  your  fund  whose  objective 

is  growth  of  my  investment. 

I  understand  that  funds  received  after  June 
30  will  be  subject  to  a  sales  charge. 


NAME 

(Please  print.) 

STREET 

CITY 

STATE 

ZIP 

F-1 

FORBES,   JUNE   1,    1970 


65 


Are  You  Locked  In  by  a  Paper  Loss? 

Declines  raise  puzzling  choices:  Hold  and  wait  for  rebound? 
Seek  better  possibilities  elsewhere?  Or,  perhaps,  buy  more? 


One  of  the  most  difficult  decisions  for 
an  investor  to  make  is  when  to  sell, 
especially  if  an  expected  gain  has 
turned  into  a  "paper  loss." 

Tough  decisions  requiring  hard  facts 
.  .  .  facts  carefully  and  objectively 
selected  . . .  facts  that  will  enable  you  to 
act  in  ways  most  likely  to  meet  your  in- 
vestment objectives. 

This  is  where  The  \'alue  Line  Invest- 
ment Survey  can  help  you. 

1400  Stocks  Rated  Each  Week 

Every  week  Value  Line  —  alone 
among  investment  advisory  services— 
systematically  and  objectively  ranks 
each  of  1400  common  stocks,  relative  to 
all  the  others,  into  one  of  the  five  groups 
on  four  counts: 

1.  The  stock's  probable  market  per- 
formance in  the  next  12  months. 

2.  Its  appreciation  potential  3  to  5 
years  hence. 

3.  Its  estimated  income  (yield)  in 
the  next  12  months. 

4.  Its  quality  (i.e.,  its  probable  de- 
pendability over  the  very  long  term 
—beyond  o  years ) . 

Each  stock  is  rated  from  I  (Highest) 
to  V  (Lowest)  for  12-month  perform- 
ance, 3-5  year  potential  and  yield.  Each 
stock  is  graded  from  A+  to  C—  for 
quality.  The  1400  stocks  include  nearly 
all  of  the  common  stocks  traded  on  the 
New  York  Stock  Exchange  plus  about 
300  on  the  American  Exchange  and 
Over-The-Counter. 

In  ranking  the  1400  stocks  for  Prob- 
able Performance  in  the  Next  12 
Months,  for  example,  the  top-ranking 
100  are  classified  as  Group  I  ( Highest) , 
the  next  300  are  classified  as  Group  II 
(Above  Average),  the  next  600  are 
Group  III  (Average),  the  next  300  are 
Group  IV  (Below  Average),  and  the 
final  100  are  given  the  Group  V  (Low- 
est) rating. 

Not  ever>'  slock  will  always  perform 
in  accordance  with  its  Value  Line  rat- 
ings, but  such  a  large  majority  have  in 
the  past,  for  reasons  that  are  logical, 
that  it  can  be  said  the  probabilities  will 
lie  strongly  on  the  side  of  the  investor 
who  consults  the  latest  ratings  before 
buying,  selling,  or— equally  nnportant 
—holding  any  stock. 

Value  Line  publishes  full-page  re- 
ports on  each  stock  every  thn  "  lonths. 
Supplementary  reports  are  isi   .  d  be- 
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tween  quarterly  reports  if  evidence  re- 
quires it.  You  are  never  left  "up  in  the 
air"  as  to  \'alue  Line's  current  appraisal 
of  a  particular  stock— either  in  relation 
to  all  other  stocks  covered  in  the  Survey 
or  in  relation  to  your  personal  require- 
ments. 

With  the  latest  full-page  report  and 
analysis  of  a  particular  stock  at  hand, 
plus  any  interim  report  published  in 
The  Value  Line  Investment  Survey  be- 
tween full-page  reports,  plus  the  cur- 
rent weekly  ratings,  the  investor  is  in  a 
position  to  come  to  a  decision  about  his 
investment  portfolio. 

Value  Line  puts  ijou  in  a  position  to 
select  from  the  broad  field  of  values 
quickly,  rationally,  dispassionately, 
those  particular  stocks  which  at  the 
time  best  fit  your  personal  investment 
goals. 

You  may  decide,  for  example,  to  re- 
tain a  high-ranked  stock  (Group  I  or 
II)  because  it  appears  likely  to  perform 
better  than  stocks  in  the  other  three 
groups.  Or  you  may  decide  to  take  your 
loss  with  a  low-ranked  stock  (Group  IV 
or  V)  and  switch  into  a  high-ranked 
stock  whose  prospects— and  probabili- 
ties—are likely  to  be  better. 

Whatever  >ou  do,  you  know  you  can 
look  to  Value  Line  research  and  evalu- 
ations to  help  you  overcome  that 
"locked  in"  feeling. 

Subscription  Terms— 4-Week  Trial  Offer 

The  fee  for  52  weeks  of  Value  Line 
service  is  SI 67.  You  may  want  to  tr\' 
\'^alue  Line  for  a  shorter  term  of  3 
months  ( 13  issues)  for  $44,  or,  for  new 
readers  only,  a  4-week  trial  subscrip- 
tion for  S.5.  Each  weekly  edition  con- 
sists of  the  120-page  Ratings  &  Reports 
section  containing  full-page  reports  on 
about  100  or  more  common  stocks  and 
analyses  of  their  industry  groups  .  .  . 
plus  the  24-page  Weekly  Summary  of 
Advices  &  Index  highlighting  the  new- 
est ratings  on  all  1400  stocks  .  .  .  plus 
the  8-page  Selection  &  Opinion  edi- 
torial section  featuring  \^ilue  Line's 
Especialh-  Recommended  Stock  of  the 
Week  (or  one  Special  Situation  of  the 
Month)  in  addition  to  \'alue  Line's  an- 
alyses and  forecasts  of  the  national 
economy  and  the  stock  market  in  gen- 
eral and  articles  and  features  on  timely 
investment  topics  .  .  .  plus  the  monthly 
Special  Report  on  insider  transactions 
and  the  quarterly  Special  Report  on  In- 
vestment Compan\-  Transactions  issued 
during  the  term  of  >  our  subscription. 


BONUS.  With  the  annual  or  the  3- 
month  subscription.  Value  Line  will 
ship  to  you  immediately  the  ISOO-ptjge 
2-volume  Investors  Reference  Librar>'. 
It  will  provide  you  with  the  newest  full- 
page  reports  on  all  1400  stocks  and  all 
the  Selection  &  Opinion  sections  pub- 
lished in  the  quarterly  period  prior  to 
your  subscription. 

Our  No-Risk  Policy 

The  coupon  below  lets  you  choose 
the  term  you  want.  Whichever  term 
you  specify,  \'Ou  risk  no  money.  All  new 
subscriptions  to  V'alue  Line  are  pro- 
tected by  our  money-back  guarantee. 
If,  for  any  reason.  Value  Line  should 
fail  to  meet  >our  expectations,  return 
the  material  within  30  days  and  your 
money  will  be  refunded  in  full. 


In  fairscss  to  regular  subscribers,  who  pay  $167  a  year 
for  The  Value  Line  Investment  Survey,  we  cannot  make 
ih;  S5  trial  subscription  available  to  those  who  have  had 
such  a  4-week  subscription  within  the  past  six  months. 


□  FOUR-WEEK  TRIAL — S3 
(4  EDITIONS) 

'    Send  me  a  4.week  introductory  subscription  to  the 
I    full  service  for  S5.  I  enclose  payment. 


In 
In 


0>E  YEAR — S167 

(52  EDITIONS) 

3.MOTH  TRIAL — S44 

(13  EDITIONS) 


Send  me  the  complete  sen'ice  for  the  term  checked 
plus— as  a  bonus— the  2-volume  Investors  Refer- 
ence Library  consisting  of  Value  Line  sections 
published  during  the  13  weeks  preceding  start  of 
this  subscription. 


I 

I    □  Payment  enclosed       Q  Bill  me 
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(Subscription  fees  are  deductible  for  income  tax 
purposes.  N.Y.C.  residents,  please  add  6%  sales 
tax;  other  N.Y.  State  residents,  add  applicable  tax.) 
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Of  National  Bureau  ot  Economic  Research 


Composed  of  the  (oliowmg 
Production 

•  How  much  are  we  producing?  (FeOeral  Re- 
serve Board  Index  of  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering'' 
(Dept  of  Commerce  latest  three  months  new 
orders  ol  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building''  (Dept    ot 


Commerce  private  nontarm  housing  starts) 
Cortsumption 

•  How  much  are  people  spending?  (Dept,  ot 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  ol  Commerce 


MAR 137.3 

APR 138.3 

MAY  138.7 

JUNE  139.4 

JULY 138.2 

AUG 137.5 

SEPT 137.1 

OCT 137.2 

NOV 136.3 

DEC 134.5 

JAN 132.4 

FEB 130.8 

MAR 130.3 

APR.  (prel.)  ...129.8 


service  price  index  related  to  the  consumer 
price  index) 
Irtcome 

•  How  much  are  workers  earning?  (Dept.  ol 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S 
Dept.  ol  Labor  initial  unemployment  claims) 


STOCK  ANALYSIS 

By  Heinz  H.  Biel 


Paying  The  Penalty 


Dis.\STERS  don't  discriminate  in  favor 
of  the  innocent  bystander.  The  pres- 
ent bear  market,  which  has  assumed 
disaster  proportions,  makes  all  inves- 
tors pay  the  penalty  for  the  sins  com- 
mitted b\'  some  of  Wall  Street's  profes- 
sional practitioners. 

A  few  years  ago  a  new  game  be- 
came popular  ill  The  Street.  It  was 
called  the  "performance  game."  The 
objective  was  to  outperform  not  only 
the  stock-market  averages,  but  also  as 
many  of  your  competitors  as  possible, 
in  order  to  attract  ever  larger  amounts 
of  investment  money.  Since  manage- 
ment compensation  usually  is  directly 
related  to  the  amount  of  dollars  un- 
der its  control,  the  "game, "  obviously, 
provided  rich  rewards  for  the  winners. 

Performance  is  certainly  not  a  nov- 
el purpose  of  money  management.  It 
is,  in  fact,  every  investor's  aim,  and 
my  fellow  columnists  and  I  have  la- 
bored for  a  better  batting  average 
for  a  long  time.  Competitive  perform- 
ance, if  you  want  to  call  it  a  game, 
must  have  clearly  defined  ground 
rules.  If  they  are  violated,  it's  not  fair 
play  but  a  dirty  game,  and  a  danger- 
ous one  at  that. 

Mr.  Biel  is  a  partner  in  tlie  New  Yorl(  Stocii  Ex- 
change firm  of  Emanuel,  Deetjen  &  Co. 


The  word  investing  has  a  somewhat 
stodgy  connotation.  It  implies  preser- 
vation and  a  fair  return  on  capital 
rather  than  a  promise  of  rapid  profits. 
Speculation  means  taking  calculated 
risks,  and  as  I  have  said  many  times 
in  this  column  over  the  years,  a  com- 
mon stock  should  also  be  a  good  spec- 
ulation if  it  is  to  be  a  good  invest- 
ment. But  what  we  have  seen  in  recent 
years,  as  the  go-go  funds  proliferated, 
was  pure  gambling,  not  speculating 
nor  investing.  Some  of  them  have 
played  dirty  pool;  they  have  used 
marked  cards  and  any  other  trick  in 
the  books  to  maximize  "performance." 

Everybody  Gefs  Hurt 

Many  of  the  performance  heroes 
were  glamorized  in  magazine  articles 
and  became  featured  speakers  at  the 
analysts'  societies  and  institutional  in- 
vestors' conventions.  The  publicity  of 
uncritical  acclaim  attracted  hundreds 
of  millions  of  dollars  from  investors 
who  wanted  to  benefit  from  the 
seemingly  superior  skills  of  these  mir- 
acle men.  Remember  the  original  of- 
■fering  of  the  Manhattan  Fund?  Some 
of  these  money  managers  made  and, 
perhaps,  kept  fortunes  for  them- 
selves, while  their  shareholders,  sucked 


in   by   apparent    success,    are    losing 
their  shirts. 

Investors  who  did  not  fall  for  the 
lure  of  the  go-go  boys  may  wonder 
why  and  how  they,  as  innocent  by- 
standers, are  being  affected  by  tfie 
sins  committed  by  others.  It  is  simply 
this:  A  bear  market  corrects  the  ex- 
cesses of  the  preceding  bull  market. 
The  greater  the  excesses,  the  more 
severe  the  correction.  In  the  past  few 
months  we  have  seen  some  unbeliev- 
able price  collapses  of  stocks  that  were 
widely  held  by  "institutional"  inves- 
tors. There  is  no  point  in  citing  the 
gruesome  examples.  They  have  been 
amply  publicized. 

What  happens  when  paper  values 
dissolve,  when  billions  of  dollars  of 
so-called  wealth  simply  evaporate? 
How  do  you  meet  the  margin  calls? 
How  do  the  funds  raise  cash  in  order 
to  be  prepared  for  a  possible  ava- 
lanche of  redemptions?  You  just  have 
to  sell  your  good  stocks,  and  it  won't 
matter  whether  you  hold  Telephone  or 
CM..  Eastman  Kodak  or  Sears.  The 
collapse  of  the  notorious,  overinflated 
(if  not  non-valeurs)  stocks  is  now 
threatening  to  tear  apart  the  entire 
fabric  of  the  stock  market. 

Wall  Street  is  experiencing  a  most 
serious  crisis  of  confidence.  Investors 
feel  that  they  cannot  trust  anyone.  All 
they  can  see  is  an  almost  unbridge- 
able credibility  gap.  In  some  instances, 
management  not  only  did  not  tell  the 
whole  truth  but  went  pretty  far  to 
mislead  analysts  and  investors  alike. 
Many  professional  investors— and  I'm 
pointing  the  finger  not  only  at  those 
funds  which  openly  declared  their 
speculative  intentions— did  little  or  no 
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why  HOLT  now  pinpoints  29 

CONVERTIBLE  BONDS 
AT  DEEP  DISCOUm 

Plus  the  3  factors  you  should  require 
in  ANY  convertible  bonds  you  consider 


A  couple  of  years  ago— when  convertible 
bonds  were  being  widely  trumpeted  as  the 
ideal  "can't-miss"  investment  vehicle, 
HOLT  emphatically  recommended  staying 
far  away  from  most  of  these  issues.  Today, 
in  the  wake  of  the  sweeping  market  debacle 
(which  has  put  a  number  of  stocks,  along 
with  their  convertibles,  in  position  for 
major  technical  recoveries),  and  in  view  of 
the  prospects  for  lower  interest  rates  ahead 
(which  will  tend  to  push  up  the  prices  of 
all  bonds),  we  now  recommend  serious  con- 
sideration of  selected  convertibles. 
But  before  getting  into  these  specific  op- 
portunities, let's  examine  the  basic  factors 
we  believe  you  should  look  for  in  converti- 
ble bonds.  The  primai-y  requirement  we 
advise  you  to  apply  to  ANY  convertible  is 
this: 

A  convertible  bond  should  offer  reason- 
able investment  value  strictly  as  a 
bond— just  as  though  there  were  no 
conversion  privilege  tied  to  it. 

Very  often,  investors  are  so  impressed  by 
the  conversion  feature  that  they  are  will- 
ing to  buy  convertibles  at  prices  way  above 
the  straight-bond  value.  As  a  result,  these 
convertibles  sell  at  high  premiums  and  be- 
come much  liskier  than  straight  bonds  of 
similar  quality. 

HOW   TO    BUY   PROTECTION 

Only  when  a  convertible  sells  at  or  close  to 
its  investment  value— so  that  its  yield  is 
roughly  in  line  with  that  of  straight  bonds 
—does  it  begin  to  offer  the  kind  of  invest- 
ment protection  normally  associated  with 
bonds. 

But  even  when  a  convertible  is  selling  near 
its  investment  value— often  at  a  deep  dis- 
count from  par— the  risk  factor  may  still 
be  unacceptable.  Therefore  .  .  . 

Stay  away  from  unrated  or  low-quality 
convertibles. 

The  financial  position  of  many  corporations 
—particularly  some  of  the  less  stable  con- 
glomerates—is so  weak  today  that  their 
so-called  senior  securities  are  much  riskier 
than  the  common  stocks  of  better  compa- 
nies. 

THE    UPSIDE    POTENTIAL 

Since  the  main  reason  for  buying  a  con- 
vertible is  to  get  a  combination  of  superior 
safety  and  potential  appreciation,  it  is  crit- 
ically important  to  weigh  the  credentials  of 


the  common  stock  into  which  the  bond  is 
convertible. 

The  common  stock  behind  a  convert- 
ible bond  should  offer  good  potential 
for  gain  over  the  near  and  intermedi- 
ate term. 
If  the  potential  of  the  stock  is  not  good, 
then  the  only  factor  propping  up  the  con- 
vertible is  its  investment  value  as  a  bond. 
In  such  a  case,  the  investor  would  be  better 
off  in  straight  bonds  of  top  quality. 
In    the   light   of   the   foregoing,    investors 
should  now  give  special  attention  to  the 
convertibles  of  solid  companies  whose  com- 
mon stocks  have  been  hit  particularly  hard 
in  the  market  decline  and  are  prime  candi- 
dates for  a  vei-y  strong  technical  recovery. 

29    DEEP-DISCOUNT    BONDS 

In  a  comprehensive  and  deep-probing  Spe- 
cial Report  on  Convertible  Bonds,  THE 
HOLT  INVESTMENT  ADVISORY  pre- 
sents (a)  a  detailed  guide  to  investing  in 
convertibles,  (b)  a  non-technical  explana- 
tion of  the  terms  and  methods  used  in  eval- 
uating convertibles,  and  (c)  a  special  tabu- 
lar section  pinpointing  29  selected  con- 
vertibles recently  priced  at  deep-discounts 
from  their  face  value— as  much  as  45%  off. 
For  each  of  these  deep-discount  convert- 
ibles, the  report  gives:  Moody's  quality 
rating;  recent  price  of  the  bond  and  the 
stock  into  which  it  is  convertible;  conver- 
sion teiins  (number  of  shares  and  price  per 
share);  basic  conversion  value  and  invest- 
ment value  of  the  bond;  its  recent  price 
premium  over  conversion  value  and  over 
investment  value;  current  yield  and  yield 
to  maturity. 

USING  MARGIN   LEVERAGE 

Then,  specifically,  the  report  focuses  on 
just  two  of  these  29  convertibles  which  we 
consider  the  most  attractive  now,  and  sug- 
gests precisely  the  way  margin  may  be  used 
to  leverage  their  upside  potential. 
If  you  have  any  interest  in  convertibles  and 
are  seeking  unusual  situations,  you  should 
read  at  once— and  then  re-read— this  eye- 
opening  Special  Report  on  Convertible 
Bonds.  You  can  get  it— entirely  as  a 
BONUS— with  a  six-week  ( three-issue- 
Guest  Subscription  to  THE  HOLT  IN- 
VESTMENT ADVISORY  ...  the  truly 
professional  service  for  the  private  investor. 
To  accept  this  special  (over  50%  off)  intro- 
ductory offer— limited  to  new  Guest  Sub- 
scribers only— please  use  the  coupon  below. 


theMQMEinvestment  advisory 

Published  by  T.J.  Holt  &  Company,  Inc. 

305  Madison  Avenue,  New  York,  NY.  10017 

Please  send  me  the  complete  Special  Report  on  Convertible  Bonds— as  a  BONUS— with  my  six- 
week  (three-issue)  Guest  Subscription  to  THE  HOLT  INVESTMENT  ADVISORY.  My  $5 
remittance  is  enclosed. 
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investigating  before  they  invested, 
grossly  abusing  their  trustee  function 
as  managers  of  other  people's  money. 

In  fairness,  however,  it  should  be 
added  that  there  is  an  equally  serious 
confidence  crisis  that  has  greatly  ag- 
gravated the  bear  market.  The  finan- 
cial community  has  lost  faith  in  the  ef- 
ficacy of  our  economic,  monetary  and 
fiscal  policies  which  so  far  have  pro- 
duced only  negative  results:  high- 
er unemployment,  lower  production, 
■steeply  lower  profits,  a  budget  deficit 
and  undiminished  price  inflation.  Peo- 
ple fear  that  we  may  be  headed  for 
something  far  worse  than  just  a  minor 
recession.  Student  unrest  and  doubts 
about  the  wisdom  of  our  move  into 
Cambodia  add  to  the  concern. 

It  may  be  argued  that  crises  of 
confidence  are  the  usual  concomitants 
of  a  bear  market  and  that  this  condi- 
tion is  at  its  worst  as  the  eventual  bot- 
tom is  approached.  True,  but  this  bear 
market  affects  a  far  larger  number  of 
people  than  ever  before,  many  of 
whom  have  had  only  a  brief  and  rath- 
er unhappy  experience  with  stocks. 
They  are  scared  and  seem  ready  to 
panic.  Even  we  so-called  professionals 
wonder  how  many  more  skeletons  a  la 
National  Student  Marketing  or  Four 
Seasons  Nursing  Centers  are  hidden 
in  the  closet. 

Beware  of  Rallies 

I  am  not  a  prophet  of  doom.  Nei- 
ther the  world  nor  Wall  Street  is 
facing  extinction,  but  while  the  end 
of  this  bear  market  may  be  close, 
both  in  time  and  distance,  simple  pru- 
dence demands  that  we  not  take  this 
hopeful  view  for  granted.  Anyone 
carrying  stocks  on  a  thin  margin  is 
taking  the  risk  of  being  wiped  out  in 
a  climactic  selling  wave,  even  if  the 
quality  of  the  portfolio  is  good. 

I  have  noted  that  many  investors 
who  want  to  pay  oft  debts  or  create 
cash  reserves  first  sell  their  good 
stocks.  They  are  reluctant  to  take 
their  licking  in  a  bad  situation,  be- 
lieving that  a  severely  depressed  stock 
has  a  better  chance  for  a  big  per- 
centage recovery  than  an  investment- 
grade  issue  which  has  held  up  rela- 
tively well.  Unless  this  severely 
depressed  stock  is  inherently  sound 
(rather  than  just  cheap  in  relation  to 
its  former  high),  it  should  still  have 
priority  in  any  selling  program. 

Finally,  beware  of  rallies  in  a 
bear  market.  They  are  treacherous. 
Wait  until  the  market  is  not  only 
temporarily  oversold,  but  thoroughly 
liquidated;  an  important  symptom  of 
this  is  imperviousness  to  bad  news.'  ■ 


Mr.  Hooper  is  out  of  town  on  busi- 
ness. His  column  tuill  be  in  the  next 
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OVERSEAS  COMMENTARY 

By  George  J.  Henry 


The  Bond  Market  In  Mexico 


I  HA\"E  RECEn'ED  moie  correspondence 
from  readers  on  Mexican  fixed-interest 
investments  than  on  almost  any  other 
subject.  There  was  a  time,  not  too 
long  ago,  when  interest  rates  on  bonds 
south  of  the  border  were  double  or 
more  the  comparable  rates  obtained  in 
the  U.S.  In  fact,  Me.xico  gained  the 
reputation  of  being  a  country  where 
one  could  invest  both  on  a  short-  and 
long-term  basis  at  a  high  rate  of  in- 
terest with  comparative  safety. 

While  interest  rates  in  Mexico  are 
still  high,  the  relative  attraction  of 
that  country's  bonds  has  decreased 
considerably.  I  recently  received  a  let- 
ter from  an  old  friend  and  ex-col- 
league, Jack  Jost,  president  of  the 
Mexico  City  Stock  &  Bond  Club,  giv- 
ing details  on  current  returns.  Tele- 
fonos  de  Mexico,  for  example,  the 
country's  largest  privately  owned  pub- 
lic utility,  has  bonds  yielding  about 
11!?,  with  a  yield  to  maturity  of  a  lit- 
tle over  12%.  These  yields  are,  of 
course,  higher  than  presently  obtain- 
able in  the  U.S.,  but  I  would  regard 
their  comparative  attraction  to  be  un- 
impressive when  one  considers  that  a 
company  of  the  high  standing  of 
American  Telephone  is  offering  9}i%  on 
its  bonds.  In  addition,  the  Mexican 
bonds  are  issued  in  pesos.  I  do  not 
think  that  the  peso  is  in  any  way  vul- 
nerable at  the  moment  as  far  as  de- 
valuation is  concerned,  but  that  risk 
must  be  allowed  for. 

Short-Term  Yields 

So,  while  I  consider  the  marginal 
attraction  of  long-term  Mexican  invest- 
ments to  have  decreased,  shorter-term 
_loans  in  Mexico  may  be  worthwhile. 
Mexican  financiers  are  development 
and  investment  banks,  and  operate  un- 
der strict  regulations  in  Mexico.  These 
financiers  will  pay,  on  money  depos- 
ited with  them  for  a  period  of  12 
months  or  more,  between  10%  and  11%, 
depending  on  the  amount  involved.  As 
a  rule,  11%  will  be  paid  on  deposits  of 
1  miUion  pesos  or  more  ($80,000). 

Neither  Jack  Jost  nor  I  have  ever 
come  across  a  Mexican  financier  which 
has  not  met  its  obligations  punctually. 
However,  readers  who  wish  to  de- 
posit money  in  Mexico  should  obtain 
from  their  banks  references  on  the 
particular  institution  involved.  1  am 
neither  able  nor  qualified  to  answer 


resders'  letters  (of  which  1  receive 
many)  as  to  the  standing  of  any  par- 
ticular institution  in  Mexico. 

Something  new  in  fixed-income  ob- 
ligations recently  occurred  when  a 
consortium  of  international  bankers 
arranged  a  flotation  for  the  Italian 
Electricity  Authority;  $425  million  will 
be  raised,  of  which  $125  million  will 
be  issued  in  Europe  to  the  public  in 
the  form  of  bonds.  These  bonds  will 
carry  a  minimum  interest  rate  of  7.5%, 
but  the  actual  interest  rate  payable  on 
each  coupon  will  be  determined  each 
six  months  and  will  be  thiee-quarters 
of  1%  above  the  London  Eurodollar 
interbank  rate. 

It  is  a  pity  that  American  investors 
will  be  unable  to  buy  these  bonds 
without  incurring  the  Interest  Equali- 
zation Tax,  but  perhaps  the  precedent 
will  be  followed  by  some  large  U.S. 
corporation  badly  pressed  for  money. 
The  advantage  to  the  investor  is  obvi- 
ous: He  will  have  a  bond  which  will, 
at  any  time,  pay  the  prevailing  rate 
of  interest  or  7.5%,  whichever  is  high- 
er. In  other  words,  it  would  seem  that, 
theoretically  at  least,  these  bonds 
could  never  sell  more  than  a  fraction 
below  par,  and  in  the  event  of  interest 
rates  dropping  below  7.5%,  they  could 
well  stand  above  par. 

I  have,  in  the  past,  frequently  dis- 
cussed some  of  the  technical  difficul- 
ties ir^volved  in  the  delivery  and  trans- 
fer of  foreign  securities,  as  well  as  in 
the  collection  of  dividends,  which  can 
make  investing  in  overseas  issues  both- 
ersome to  the  noninitiated.  I  have  also 
discussed  how  the  issuance  of  Ameri- 
can Depositary  Receipts,  which  exist 
for  some  of  the  better-known  foreign 
issues,  overcome  this  problem. 

The  Morgan  Guaranty  Trust  Co. 
has  been  the  leader  in  the  issuing  of 
ADRs.  The  bank  also  has  other  facili- 
ties such  as  its  Euro-clear  system, 
which  enables  fast  and  relatively  inex- 
pensive means  of  delivering  Eurodollar 
bonds  all  over  the  world.  It  is  now 
in  the  process  of  issuing  what  it 
calls  International  Depositary  Receipts 
(IDRs),  a  service  designed  to  "facili- 
tate trading  in  multinational  markets 
for  the  stocks  of  leading  companies 
"  around  the  world."  Furthermore, 
there  will  be  interchangeability  be- 
tween Morgan  Guaranty's  American 
Depositary    Receipts    and    the    new 


International  Depositary  Receipts. 
Initially,  IDRs  will  be  issued  for 
some  prominent  Japanese  companies. 
Later,  companies  in  the  U.S.,  the 
United  Kingdom,  other  European 
countries  and  Australia  will  be  in- 
cluded. This  will  be  a  new  kind  of 
medium  for  trading  or  investing  any- 
where in  the  world  in  the  major  in- 
ternational companies.  Morgan  Vice 
President  Regis  E.  Moxley,  who  heads 
the  International  Securities  services, 
said  he  expects  the  IDRs  ultimately  to 
provide  the  same  ease  and  conve- 
nience in  tiading  shares  across  national 
boundaries  as  the  ADR  now  affords 
for  foreign  shares  in  the  U.S.  market. 
Morgan  Guaranty  is  to  be  congratu- 
lated on  this  move.  While  the  initial 
impact  may  be  limited,  machinery  will 
have  been  set  up  which  will  establish 
an  international  clearinghouse  for 
leading  securities  and  thus  overcome 
so  many  of  the  headaches  which  to- 
day may  be  associated  with  the  hold- 
ing of  foreign  stocks. 

Bargains,  Bargains 

The  extent  of  gloom  and  distrust 
among  investors  and  Wall  Streeters 
seems  to  indicate  that  the  time  has 
come  to  start  buying.  When  everyone 
is  this  bearish,  it  is  reasonable  to  ex- 
pect the  market  to  turn.  Bargains  seem 
to  be  floating  around  in  abundance.  It 
is  only  a  question  of  where  one  is  go- 
ing to  take  one's  pick. 

Of  the  domestic  securities  with  an 
international  flavor,  which  have  been 
reviewed  from  time  to  time  in  this 
column,  my  choice  would  be  Ocean 
Drilling  6-  Exploration  Co.  (ODECO). 
This  stock  is  selling  at  around  20, 
against  a  high  of  around  50  last  year. 
The  entire  offshore  drilling  industry  is 
out  of  favor,  but  ODECO  is  not  only 
an  offshore  drilling  concern,  but  a  re- 
spectable oil  and  gas  producer  in  its 
own  right.  It  has  acquired  its  oil  and 
gas  interests  mainly  through  participa- 
tion in  the  wells  it  has  drilled  for  oth- 
ers, and  this  strategy  is  being  con- 
tinued. The  company's  drilling  pro- 
gram appears  to  be  impressive,  and 
the  latest  published  reports  were  very 
satisfactory. 

Bargains  are  also  abundant  in  for- 
eign markets.  The  two  overseas  mar- 
kets which  acted  best  at  the  beginning 
of  the  year  were  Australia  and  Japan. 
And  I  feel  that  these  two  markets  still 
offer  the  greatest  growth  during  the 
next  decade.  Recently  both  suffered  a 
sharp  setback.  Sony  ADRs,  for  in- 
stance, are  selling  at  around  65,  as 
against  a  high  of  over  155  during  the 
last  12  months.  Broken  Hill  Proprie- 
tary has  fallen  less  dramatically,  but 
at  the  current  price  of  about  15  still 
offers  the  best  means  of  a  broad  in- 
vestment in  the  Australian  economy.  ■ 
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Do  YOU 
KNOW... 

that  you  can  retain  the 
services  of  your  own 
experienced  investment 
consultant  for  only  *180 
a  year? 


Do  you  know  that  this  man  is  a  member  of 
an  organization  that,  for  over  64  years,  has 
been  helping  people  manage  their  invest- 
ment portfolios? 

HERE  IS  WHAT  BABSON'S  INVESTMENT 
ADVISORY  SERVICE  CAN  DO  FOR  YOU 

•  As  a  Babson  client,  you  will  have  Invest- 
ment consultation  privileges  with  your  own 
Babson  Consultant.  You  may  contact  him 
either  by  mail,  'phone,  wire,  or  in  person. 
He  will  give  you  specific  unbiased  action 
advice.  His  recommendations  to  you  will 
be  based  on  the  combined  findings  of 
Babson's  Research  Department  and  In- 
vestment Committee. 

•  A  complete  analysis  of  your  estate  and 
portfolio  will  be  made  by  a  team  of  invest- 
ment specialists,  who  will  set  up  a  program 
in  line  with  your  objectives. 

•  Your  registered  securities  will  be  under 
continuous  study  by  Babson's  Research 
Department,  and  you  will  be  automatically 
notified  whenever  we  think  changes  in  the 
Market  picture  require  your  immediate 
attention. 

•  Every  IVIonday  morning  you  will  receive 
an  informative  bulletin  to  keep  you  up  to 
date  on  Market  situations  and  investment 
news. 

Remember,  Babson's  is  not  merely  a 
bulletin  service,  but  an  individualized  in- 
vestment advisory  service.  It  has  effec- 
tively served  thousands  of  investors  over 
the  last  half-century. 

If  your  portfolio  amounts  to  $7500  or  more, 
we  may  be  able  to  be  of  great  benefit  to 
you.  Wouldn't  it  add  to  your  peace  of  mind 
knowing  that  your  investment  decisions 
were  being  guided  by  one  of  the  country's 
oldest  and  largest  Investment  Advisory 
Organizations? 

ACT  NOW!  Mail  the  coupon  below  for  a 
free  brochure  which  explains  In  detail  how 
Babson's  might  help  you  to  BUILD  & 
PROTECT  your  Investment  Portfolio. 


Please  send  me  free  brochure  on  Babson's 
Investment  Advisory  Service.  Dept.    F-304 

Mamn 
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— State- 


TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schuiz 
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WELLESLEY  HILLS.  MASS.  02181 
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The  Investor's  New  Ally 


It's  no  secret  that  the  bear  market 
of  the  past  18  months  has  been  the 
most  severe  in  a  generation.  As  this  is 
being  written,  the  blue-chip  Dow 
Jones  industrial  average  is  down  some 
30%  from  its  late  1968  high  and  so 
are  the  popular  broader-based  price 
indices.  But  these  don't  tell  the  whole 
story.  Unweighted  averages,  which 
tend  to  indicate  how  a  portfolio  con- 
sisting of  one  share  of  each  common 
stock  listed  on  the  New  York  Stock 
Exchange  would  have  fared,  have 
dropped  some  45%  during  the  same 
period.  That,  almost  certainly,  is  much 
more  than  Federal  Reserve  Board  Gov- 
ernor George  W.  Mitchell  had  in  mind 
when  he  said,  in  January  1969:  "A 
simmering  down  of  the  stock-market 
speculation  will  play  a  part  in  cooling 
the  economy." 

Mr.  Mitchell  made  this  statement 
during  an  interview  on  which  I  re- 
ported to  Forbes  readers  on  Feb.  15, 
1969,  under  the  caption  "Why  Fight 
City  Hall?"  The  burden  of  that  article 
was  that,  through  Mr.  Mitchell,  the 
Federal  Reserve  Board  was  giving  no- 
tice to  investors  of  its  firm  intention  to 
disinflate  the  economy,  and  that  stock 
prices  could  be  expected  to  fall. 

It's  clear  now  that  what  the  Fed 
wanted,  the  Fed  got— only  more  so, 
perhaps.  But  oddly  enough,  investors 
who  refused  last  spring  to  believe  that 
the  Fed  meant  business,  or  that  in  any 
case  the  stock  market  could  hold  up 
against  the  Fed's  power,  now  seem 
even  more  skeptical  of  the  Board's  in- 
tention and  ability  to  help  them.  To  be 
sure,  when  confidence  is  dead,  it's  al- 
most by  definition  impossible  to  see 
how  it  could  be  revived.  But  the  vital 
point  to  remember  is  that  the  Federal 
Reserve  does  have  the  means  to  rescue 
the  stock  market  no  less  than  it  has  the 
means  to  topple  it.  These  means,  very 
simply,  add  up  to  the  power  to  make 
money  available  as  well  as  to  deny  it. 

And  there  can  be  no  doubt  now  that 
the  Fed  is  again  willing  to  make  mon- 
ey available  to  the  financial  markets. 
On  Jan.  15,  as  this  column  has  already 
reported,  it  decided  to  abandon  a  pol- 
icy of  severe  restraint  that  had  sup- 
pressed virtually  all  growth  of  money 
and  credit  during  the  second  half  of 
1969,  and  instead  to  foster  new  growth 

Mr.  SchuIz  Is  a  partnar  in  the  New  York  Stock  Ex- 
change firm  of  Abraliam  &  Co. 
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at  a  moderate  rate.  The  resulting  ex- 
pansion of  the  money  supply  got  some- 
what out  of  hand  toward  the  end  of 
March  due  to  essentially  technical, 
short-run  developments.  To  pinch  out 
this  unwanted  bulge  and  to  get  the 
trend  back  toward  the  desired  growth 
rate,  the  Board  temporarily  reverted 
to  squeeze  tactics.  This  caused  a  sharp 
upward  flurry  in  short-term  interest 
rates,  which  threw  the  stock  and  bond 
markets  into  a  tailspin  as  investors 
jumped  to  the  conclusion  that  policy 
had  switched  back  to  brutal  restraint. 
There  seem  to  be  no  reasons  whatever 
to  support  this  conclusion. 

An  Invitation  to  Buy 

On  the  contrary,  the  first  week  of 
May  brought  two  indications  that  the 
Federal  Reserve  had  decided  to  de- 
ploy some  of  its  more  powerful  weap- 
ons in  aid  of  the  financial  markets.  For 
a  starter,  the  Board  reduced  stock- 
market  margin  requirements.  As  this 
column  pointed  out  two  weeks  ago, 
the  margin  cut  widens  the  channel 
through  which  newly  created  bank 
credit  can  flow  into  the  capital  mar- 
ket and  help  take  up  new  issues  of 
stocks  and  bonds.  Traditionally,  more- 
over, margin  reductions  after  sharp 
price  dechnes  have  had  a  calming  ef- 
fect on  the  stock  market.  In  some 
cases,  they  apparently  helped  avoid 
new  bear-market  lows;  in  others  they 
signaled  an  approaching  bottom.  Ei- 
ther way,  they  could  be  regarded,  in 
retrospect,  as  an  implied  invitation 
from  the  Federal  Reserve  to  buy  stocks 
for  the  longer  pull. 

In  another  step  last  month,  less  pub- 
licized but  perhaps  no  less  significant, 
the  Federal  Reserve  made  massive 
open-market  purchases  of  U.S.  obli- 
gations in  order  to  avert  a  crisis  in  the 
bond  market.  This  highly  aggressive 
maneuver,  immediately  on  the  heels 
of  the  margin  cut,  conveyed  an  almost 
inescapable  impression  that  the  central 
bank  was  no  longer  willing  to  coun- 
tenance serious  price  weakness  in  ei- 
ther the  bond  or  the  stock  market. 
With  these  moves,  the  Fed  has,  I 
think,  put  its  credibility  on  the  line, 
much  as  it  did  IJ2  years  ago  when  it 
set  out  to  squeeze.  If  I  am  right,  fur- 
ther rescue  action,  as  needed,  can  be 
looked  forward  to  from  this  new  in- 
vestor's ally.  ■ 
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Xerox 

BONDS 


With  many  good  bonds  yielding  8% ,  United  believes 
now  is  the  time  to  consider  bonds.  It's  our  opinion 
that  opportunities  in  bonds  may  have  been 
overlooked  in  the  growth  stock  era.  For  income 
and  capital  gain  potential  with  relative  safety, 
United  recommends  15  bonds  at  deep  discounts, 
and  10  good  values  for  income  now. 


RETIREMENT  NOW 

If  you're  thinking  about  easing  off,  or  you've 
already  started  to,  you  might  be  particularly 
interested  in  this  Report.  United  has  picked  an  8 
issue  portfolio  designed  to  yield  a  $300  ppr  month 
income  now.  We  think  these  issues  give  you  an 
opportunity  for  higher  income  and  capital  gain,  too, 
with  reasonable  safety. 


CONGLOMERATES 

BUY?  HOLD?  SELL? 


A-T-O 

Gulf  &  Western 

Loew's 

Avnet 

Indian  Head 

Ogden 

Bangor-Punta 

Int'l  Tel  &  Tel 

Teledyne 

City  Investing 

Kinney  Nat'l 

Textron 

Colt  Indus 

Ling-Temco-Vought 

U.S.  Indus 

Fuqua 

Litton 

Whittaker 

WARRANTS 

With  the  listing  of  the  new  AT&T  warrants  on  the 
Big  Board,  the  stock  warrant,  long  a  speculator's 
favorite,  has  acquired  an  aura  of  respectability. 
This  United  Report  explains  the  purpose  of 
stock  warrants  now,  and  their  advantages  and 
disadvantages.  Reflecting  the  high  risks,  United 
recommends  9  warrants  we  believe  are  attractive. 

RETIREMENT  LATER 

While  inflation  erodes  the  value  of  a  dollar,  there 
appears  to  be  equal  historic  evidence  that  well 
selected  portfolios  have  outpaced  inflation  in  the 
last  quarter  century.  That's  why  this  Report  should 
interest  younger  people  starting  to  plan  now  for 
retirement.  We  believe  the  portfolio  we  recommend 
has  attractive  long  range  appreciation  possibilities. 


PLUS  A  FULL  4  WEEK  GUEST  SUBSCRIPTION  TO  UNITED  REPORTS 

Here's  just  part  of  what  you  get  with  your  Guest  Subscription 

•  stock  Market  Analysis  •   United's  Supervised  List  •  New  Product  Studies 


•  Buying  Recommendations 

•  General  Business  Forecast 


Buying  Advices  of  Other  Stocks 

•  Bonds  and  Preferred  Stocks 

•  Stocks  to  Sell  or  Avoid 


Views  of  Leading  Authorities 
. . .  and  much  more 


4-week  subscription  to  United  Reports  alone  is  $6— this  entire  package  only  ^ 

MAIL  POSTPAID  AIRMAIL  CARD  TODAY!  SEND  NO  MONEY  .  .  .  WE  WILL  BILL  YOU 
If  the  card  has  already  been  removed,  simply  drop  us  a  postcard  at  Dept.  FM-32 

UNITED  Business  &  Investinent  SERVICE 

210     NEWBURY     STREET,     BOSTON,     MASSACHUSETTS     02116 
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%  JOHNSTON 

MUTUAL  FUND 

for  investors  seeking  possible  growth 
of  capital  and  income 

A  NO-LOAD  FUND 

No  Redemption  Charge 
Systematic  Investment  Plan 

NO  SALES  CHARGE 

Self-Employed  Retirement  Plan 
Available   (KeoghAct) 

Mail  Today  For  Free  Prospectus 


The  Johnston  Mutual  Fund,  Inc. 
460  Park  Ave.,  N.Y.C.  10022    Dept.  C 
Phone:  (212)  679-2700 

NAME 


ADDRESS . 


Learn  how  you  can 


INVEST 

AND 

RETIRE 


MEXICO 


New  18  chapter  Guide  shows  how 
you  can  share  in  Mexico's  boom- 
ing economy  .  .  .  where  stocks 
pay  dividends  averaging  7%  with 
growth ...  and  where  you  can 
earn  12%  income  on  bank  depos- 
its. This  eye-opening  Guide  pin- 
points many  opportunities  for  pro- 
fit and  good  low-cost  living  in  a 
land  of  permanent  spring. 

Price:  U.S.  $  3.50  postpaid.  Check  to: 

Carl  D.  Ross,  dept.  FB-2 
Reforma  336     Mexico  6,  D.F. 


CUSTOMER 
CARPS 

CAN  HELP  YOU 

•  STlMUlATE  BUSINESS 

•  FIND  MORE  PROSPECTS 

•  SELL  MORE  THINGS 

•  COLLECT  MORE  MONET 

•  THANK  EVERYBODY 

•  MAKE  PEOPLE  HAPPY 

Let  tiA  iiwi  yott  Aawiife 
o/Vuii,  and  miA.  Otmtjlfete 
Paiafog..(jteeo(jcJia»ge! 
HARRISON  CARDS 

IJLP^    Bf        BOX   3079 

ASMEVILLE.  N  C.     28802 

TMOSl!  HBAVKNLY  OHDERSI 


THE  MARKET  OUTLOOK 

By  Sidney  B.  Lurie 


Turn  To  Quality 


At  the  turn  of  the  year,  I  expressed 
the  following  opinions:  1)  A  reevalu- 
ation  of  investment  attitudes  was  com- 
ing into  being  which  would  feature  a 
return  to  traditional  investment  con- 
cepts. 2)  With  the  pressures  and 
problems  different  from  those  of  past 
years,  a  broad  trading  range  compara- 
ble to  that  witnessed  between  1946 
and  1949  was  more  likely  than  an  au- 
tomatic new  bull  market.  In  my  opin- 
ion, each  of  these  observations  is  still 
valid  and  offers  a  framework  for  issue 
selection  and  overall  expectations  in 
coming  months. 

For  one  thing,  history  indicates  that 
the  high-grade  or  established  stocks 
usually  record  an  above-average  price 
performance  in  the  final  stages  of  a 
decline,  as  well  as  in  the  initial  stages 
of  a  recovery.  Past  market  history 
also  indicates  that  so-called  fad  stocks 
do  not  return  to  former  highs  during 
the  early  years  of  subsequent  market 
recoveries.  The  very  buyers  who  con- 
centrated on  the  vogues,  which  in  ef- 
fect made  their  predictions  self-fulfill- 
ing, usually  are  the  most  skeptical. 
Furthermore,  the  realities  of  a  strong 
balance-sheet  position  and  the  demon- 
strated ability  to  survive  stresses  and 
strains  are  most  likely  to  be  found  in 
the  traditional,  established  companies. 

I  believe  coming  opportunities  are 
more  likely  to  be  found  in  the  basic 
companies  with  demonstrated  hard- 
core earning  power  than  in  the  past 
glamour  stocks  that  have  fallen  the 
most.  Not  only  were  "the  Traditionals" 
an  unexploited  area  at  the  height  of 
the  speculative  boom,  but  the  1970 
market  has  already  gone  far  toward 
recognizing  today's  problems. 

Long-rerm  Potential 

Illustrative  of  the  point:  It  seems 
to  me  that  a  case  can  be  made  for 
long-term  interest  in  the  leading  auto 
stocks.  January,  when  annual  sales 
were  at  an  8-million  rate,  may  have 
marked  the  1970  low  point  in  demand. 
There  are  indications  that  1971  will 
be  a  better  year,  what  with  the  stim- 
ulus of  newly  styled  standard  models 
plus  cars  specifically  designed  to 
meet  low-priced  imports.  Ford  Motor 
(around  42,  paying  $2.40,  with  a 
1968-70  range  of  60-37),  a  company 

Mr.  Lurie  1$  a  partner  in  the  New  York  Stock  Ex- 
change firm  of  Joseplithal  &  Co. 


which  has  improved  its  market  share 
•D.utside  the  United  States,  could  be  an 
interesting  long-term  value.  The  1970 
potential  appears  in  excess  of  $4  per 
share  as  compared  with  a  1969  profit 
of  $5.03. 

In  somewhat  similar  vein  of 
thought,  I  believe  that  the  180  degree 
turn  in  investor  attitudes  towards  the 
oil  stocks  overlooks  the  industry's  long- 
term  record  of  growth.  The  nega- 
tives, in  my  opinion,  are  adequately 
reflected  in  today's  historically  low 
multiples,  which  suggests  the  down- 
side risk  is  minimal,  particularly  in  re- 
lation to  the  possibility  that  1971  will 
be  a  more  dynamic  year.  For  exam- 
ple, while  Atlantic  Richfield's  first- 
quarter  earnings  declined  some  9%, 
more  favorable  comparisons  are  likely 
in  remaining  quarters,  and  the  full 
year's  profit  should  approximate  the 
$4.15  per  share  of  1969.  The  company 
has  a  major  position  in  the  North  Slope, 
and  the  stock  currently  is  around  50 
as  against  136  at  the  height  of  the 
1969  boom. 

The  chief  question  today  is  one  of 
when  and  whether  the  confidence  so 
necessary  for  a  renewed  upturn  can 
develop.  On  this  score,  it's  obvious 
that  there  are  some  frightening  re- 
semblances to  the  Thirties.  It  also 
seems  obvious  that  a  long-term  ceiling 
on  price-times-earnings  ratios  has 
come  into  being— partly  because  this 
may  be  a  period  of  slower  growth  than 
in  past  years,  partly  because  industry's 
need  to  rebuild  corporate  liquidity 
spells  a  new  supply/demand  ratio. 

It's  well  to  remember,  however, 
that:  1)  While  consumer  spending  is 
undoubtedly  being  blunted  by  the  na- 
tional mood  and  rising  unemployment, 
the  hope  of  a  moderate  business  up- 
turn in  the  second  half  of  the  year  is 
still  present.  2)  With  this  a  period 
where  the  market  has  been  buffeted 
by  an  unusual  combination  of  depres- 
sants, stocks  in  a  sense  might  be  said 
to  be  selling  "ex"  the  possibihty  of 
any  constructive  developments.  In 
this  connection,  the  post-World  War 
II  history  of  all  but  one  of  the  six 
margin  reductions  made  by  the  Fed- 
eral Resene  Board  hints  of  coming 
price  improvement.  In  other  words, 
with  but  one  exception,  stock  prices 
were  higher  three  and  six  months  la- 
ter, in  some  cases  substantially  so.  ■ 
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STOCK  TRENDS 

By  Robert  Stovall 


Amidst  Gloom,  Where  Does  Wisdom  Dwell? 


I.v  THE  STOCK  MARKET,  where  does 
true  wisdom  dwell?  Xot  in  the  canyons 
of  Wall  Street,  where  all  is  gloom  and 
doom.  Then  perhaps  it  dwells  among 
the  canny  managers  of  the  Scottish 
Trusts  who  played  the  investing  game 
long  before  the  Wharton  School  was 
founded.  Alas,  on  inspection,  their 
American  holdings  are  as  sprinkled 
with  last  season's  favorites  as  are  any 
in  Boston  or  Philadelphia.  So,  let  us 
move  on  to  Switzerland  where  smart 
money  has  gathered  for  centuries. 
Again,  disillusionment.  Geneva  is  hard- 
ly the  place  these  days  for  placid  port- 
folio contemplation  and,  with  gold 
$36  an  ounce,  Zurich  seems  to  have 
had   performance   lapses   of   its   own. 

But  how  about  the  crafty  traders  of 
Lebanon?  They  seem  occupied  with 
things  more  physical  than  cerebral, 
but  refer  us  to  Hong  Kong  where 
merchant  bankers  abound  and  their 
success  is  legendary.  Too  bad!  Orien- 
tal attention  has  been  distracted  since 
early  last  month  by  recurring  slides  in 
the  Tokyo  market  and  threats  of  tariff 
barriers.  Moving  on  to  Australia,  the 
traveling  investor  finds  that  the  long- 
lived  bearishness  on  Wall  Street  has 
proved  once  again  to  be  a  communi- 
cable disease.  After  Hawaii  and  Cali- 
fornia, it's  routine  to  look  to  New 
York  where  the  whole  thing  started. 

And  so  ends  our  search  for  ultimate 
wisdom  so  far  as  investing  is  con- 
cerned. There  is  only  one  consolation: 
Having  gone  down  together,  the.se 
markets  will  probably  recover  in  sym- 
pathy when  given  proper  motivation. 
World  markets  and  their  influences  are 
not  any  longer  independent  perfoiin- 
£rs.  They  are  rather  like  grooves  on 
the  head  of  the  same  screw.  All  the 
turns  have  been  going  the  same  way 
for  varying  months  now,  but  reviving 
fortunes  in  the  American  marketplace 
would  interact  to  mutual  advantage 
worldwide.  A  reversal  would  be  sim- 
ple, albeit  not  easy. 

Where,  then,  does  the  wise  man  put 
his  money  in  anticipation  of  the  in- 
evitable recovery?  In  spite  of  what  I 
have  said  about  foreign  money  man- 
agers being  no  more  prescient  than 
their  counterparts  here,  the  same  is 
not  true  of  the  relative  health  of  their 
economies.  Strength  rather  than  weak- 

A  guest  columnist,  Mr.  Stovall  is  a  partner  in  the 
NYSE  firm  of  Reynolds  &  Co. 
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ness  has  been  the  dominant  theme  in 
many  foreign  countries.  The  U.S.- 
based  international  or  multinational 
companies  supplying  goods  and  ser- 
vices to  a  world  market  have  some  in- 
sulation from  the  elongated  recession 
now  under  way  in  the  U.S.  Thus  they 
provide  a  degree  of  protection  from 
profit-margin  erosion,  which  may  con- 
tinue to  be  a  problem  here  even  after 
the  macro-economic  figures  turn  up 
and  gross  national  product  nudges  the 
one-trillion-dollar  mark.  Investments  in 
multinational  companies,  where  per- 
share  earnings  will  be  maintained  if 
not  enlarged  during  these  difficult 
times,  should  be  well  positioned  for 
the  new  environment. 

Rising  Earningi 

Among  cyclical  industries,  nonfer- 
rous  metal  producers  stand  virtually 
alone  in  the  likelihood  that  they  will 
show  higher  earnings  this  year  than 
last.  That  is  because  both  aluminum 
and  copper  are  international  com- 
modities; their  prices  here  and  every- 
where are  a  reflection  of  world  de- 
mand and  supply.  The  producers' 
price  of  domestic  copper  has  risen 
frequently  over  the  past  year  and  a 
half  to  60  cents  a  pound,  yet  it  is  still 
.some  15  cents  under  the  London  Met- 
al Market  world  price.  This  spread  is 
being  investigated  by  the  U.S.  Govern- 
ment. J^espite  a  strong  picture  regard- 
ing 1970  earnings,  copper  shares  have 
been  lowered  by  general  market  action. 
In  this  industry,  the  best  of  all 
worlds  is  occupied  by  those  compa- 
nies that  mine  and  smelt  copper  from 
North  American  properties,  are  insu- 
lated from  extreme  political  pressures, 
and  yet  find  the  demand  and  price  of 
their  product  influenced  by  world  con- 
ditions. Two  such  are  Copper  Range 
(about  52,  paying  30  cents),  which 
might  earn  $9  a  share  or  more  this 
year  compared  with  $7.13  in  1969, 
and  Inspiration  Consolidated  Copper 
(about  54,  $3.25  paid  in  1969),  which 
earned  $5.60  a  share  last  year  but 
could  report  net  in  excess  of  $8.50  in 
1970.  Granhtj  Mining  (about  30; 
earned  $4.98  and  paid  $2.40  in  1969) 
has  a  uniquely  sensitive  marketing 
*  program.  Its  copper  is  mined  and 
smelted  in  British  Columbia  and  sold 
to  Japanese  consumers  who  pay  the 
London   Metal   Market   price   in   the 


month  each  shipload  lands  in  Japan. 
Thus  Granby  provides  a  vehicle  for 
speculating  on  world  copper  prices 
via  a  NYSE  listed  common  stock. 

Producing  a  less  volatile  metal  than 
copper,  the  aluminum  industry  has 
changed  from  the  supplier  of  a  growth 
specialty  metal  a  generation  ago  to  a 
growth  commodity.  The  price/earn- 
ings multiples  of  the  four  leading  com- 
panies have  tumbled  from  35  times  a 
decade  ago  to  present  evaluations  be- 
low that  of  the  Dow  industrials.  Yet 
there  were  three  rounds  of  aluminum 
price  increases  in  1969.  The  aluminum 
industry  entered  the  decade  of  the 
1970s  with  its  demand/supply  ratio 
the  best  it  has  been  since  the  mid- 
1950s.  This  was  underscored  by  yet 
another  price  increase  which  occurred 
in  the  first  quarter  of  1970. 

The  potential  swing  in  pre-tax  earn- 
ings caused  by  each  1-cent-a-pound 
increase  in  the  price  of  ingot  realized 
varies  among  the  major  aluminum 
companies.  In  relation  to  selling  price 
of  the  respective  shares,  leverage  is 
the  largest  in  the  case  of  Reynolds 
Metals  (about  29,  paying  $1.10).  The 
impact  of  a  1-cent-per-ingot-pound  in- 
crease per  share,  pre-tax,  is  $1.06  for 
Reynolds  Metals  as  compared  with  a 
$1.25  for  Alcoa  (near  58  in  the  mar- 
ket); the  comparable  figures  for  Kaiser 
Aluminum  &  Chemical  (around  34) 
are  94  cents  a  share  and  for  Alcan 
(around  22)  the  number  is  76  cents 
per  share.  All  in  all,  the  industry 
should  begin  generating  an  improved 
rate  of  return  on  its  investment  capi- 
tal, which  in  recent  years  has 
amounted  to  only  7.6%  as  compared 
with  10.4%  for  Standard  &  Poor's  425 
industrials.  As  things  now  stand,  Reyn- 
olds Metals  might  earn  as  little  as 
$3.40  a  share  because  of  the  effects  of 
the  current  elongated  recession  in  its 
home  market,  but  might  report  sub- 
stantially more  in  the  next  upsurge. 

In  the  packaged  food  industry,  some 
large  American  companies  like  Na- 
tional Riscuit  Co.  (about  48,  paying 
$2.20)  and  CPC  International  (about 
30,  paying  $1.70)  have  so  expanded 
their  foreign  operations  that  they  are 
truly  multinational  companies.  CPC's 
international  volume  and  profits  may 
pass  the  U.S.  contribution  this  year. 
Demand  for  packaged  and  conve- 
nience foods  naturally  has  more  room 
to  grow  abroad  than  here.  Both  CPC 
and  National  Biscuit  have  had  profit- 
margin  problems  from  time  to  time. 
These  have  to  do  with  commodity 
price  fluctuations  in  the  case  of  the 
former,  and  labor  costs  in  the  latter 
instance.  But  they  have  not  prevented 
both  companies  from  increasing  divi- 
dends frequently— every  year  of  the 
last  ten  for  National  Biscuit,  seven  of 
the  last  ten  for  CPC.  ■ 
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CHAIRMAN'S  CHAIR 

By  Fred  C.  Foy 


An  Investor's  Guide  To  Latin  America 


Is  American  investment  in  Latin 
America  dead?  Was  it  killed  by  the 
takeovers  of  International  Petroleum 
Co.  and  of  the  W.R.  Grace  farming  ac- 
tivities in  Peru?  The  confiscation  of 
Gulf  Oil  in  Bolivia?  By  the  recent 
Chilean  invasion  of  American-owned 
copper  companies?  Are  these  fore- 
runners of  a  sweeping  continentwide 
nationahzation  trend?  Do  these  ac- 
tions put  the  entire  $12.5  billion  of 
American  investment  south  of  the  Rio 
Grande  in  jeopardy? 

I  think  not.  In  fact,  I  think  there  is 
an  excellent  chance  that  foreign  in- 
vestment in  Latin  America  may  be  en- 
tering a  new  and  brighter— if  consid- 
erably different— era. 

Remember  this:  The  takeovers  you 
read  about  have  been  largely  in  the 
natural  resources  field.  But  natural  re- 
sources are  a  special  case.  In  poorer 
countries,  natural  resources  are  an 
emotional  issue— mainly  because  min- 
erals are  about  all  these  struggling 
countries  have  to  start  off  with.  Right- 
ly or  wrongly,  the  governments  of 
these  countries  want  to  own  and  to 
control  the  copper  and  the  oil  and  the 
rest  themselves. 

Even  in  natural  resources,  however, 
it  is  not  a  question  of  kicking  the  for- 
eign investor  all  the  way  out.  The  Lat- 
ins are  not  foolish.  They  realize  that 
resource  development  requires  capital 
and  technology  and  access  to  world 
markets.  I  am  convinced  they  are  will- 
ing to  pay  fairly  for  these  things. 

51%  vs.  49% 

Look  for  a  moment  at  the  deal  Ken- 
necott  Copper  made  with  the  Chilean 
government.  It  goes  a  long  way  to- 
ward satisfying  Chilean  aspirations, 
but  it  is  by  no  means  a  dead  loss  for 
Kennecott.  The  Chilean  government 
bought  51%  of  Kennecott's  copper  op- 
eration for  $80  million;  immediately 
following,  Kennecott  reloaned  the  $80 
million  to  the  new  joint  company  as 
part  of  a  total  $230-million  develop- 
ment project. 

Let's  analyze  the  deal.  Sure,  Ken- 
necott is  now  only  half  owner  instead 
of  full  owner.  But,  in  return,  Kennecott 
avoids  having  to  nii   f;80  million  in 


Mr.  Foy.  a  gue;t  columnist  has  ratlied  as  chairman 
of  Koppers  Co.  Ha  joined  the  company  In  1948,  be- 
oime  president  and  chief  eiecutlva  oHIcar  in  1954 
chairman  in  1955. 


fresh  capital  into  the  mine.  It  gets 
$80  million  paid  back  over  15  years, 
with  interest.  And  Kennecott  stays 
in  Chile. 

I  know  of  another  case  in  the  nat- 
ural resource  field  that  illustrates  the 
Latins'  need  and  desire  for  a  foreign 
partnership.  This  involves  an  Ameri- 
can company  that  agreed  at  the  time 
it  went  in  that  it  would  sell  out  at  the 
end  of  20  years.  The  sale,  however, 
may  never  come.  The  chairman  of  the 
company  explained  it  to  me  like  this: 
"Our  whole  business  has  been  built  on 
innovation.  Already  the  company's 
growth  has  been  fantastic.  We  expect 
to  continue  innovating  and  to  contrib- 
ute so  much  so  often  that  the  govern- 
ment will  realize  they  cannot  do  with- 
out us." 

So  even  in  natural  resources,  the 
Latin  countries  aren't  being  totally  un- 
reasonable. 

Outside  of  natural  resources— which 
represent  only  about  40%  of  the  $12.5 
billion— the  picture  is  far  brighter. 
Brighter,  that  is,  for  Americans  who 
can  be  flexible  enough  to  appreciate 
that  this  is  no  longer  the  Latin  Ameri- 
ca of  the  1930s. 

The  New  Deal 

From  my  own  fairly  considerable 
experience  in  these  countries,  I  think 
the  drift  is  this:  1)  Foreign  capital 
should  ahvays  be  associated  with  local 
capital.  2)  In  the  case  of  a  majority 
of  or  total  foreign  equity  at  the  start, 
provision  should  be  made  for  later 
buying-in— or  even  total  acquisition— 
by  local  capital.  3)  Foreign  science 
and  technology  must  be  put  at  the 
disposal  of  developing  areas  without 
their  incurring  an  indefinite,  contin- 
uing financial  drain.  4)  Contracts  or 
agreements  worked  out  between  Latin 
governments  and  foreign  investors 
cannot  be  regarded  as  permanently 
unchangeable. 

Can  American  businessmen  live 
with  these  conditions?  I  know  of 
American  companies  that  already 
have  accepted  at  least  one,  and  in 
some  cases  all  of  them,  and  are  mak- 
ing them  work.  I  agree  with  the  Latin 
Americans  on  the  matter  of  local 
equality  participation  for  two  reasons: 
I)  I  can't  believe  healthy  long-teim 
relations  can  exist  where  local  citizens 
are  shut  out  of  ownership  or  at  least 


participation  in  operations  in  their 
own  country.  2)  There  is  no  substi- 
tute for  capable  Latin  partners  in  cop- 
ing with  their  own  governments. 

From  my  personal  experience, 
here's  an  example  of  how  well  a  flex- 
ible partnership  can  work.  In  Chile, 
a  group  of  Chilean  private  invest6rs 
and  Koppers  together  held  a  majority 
of  the  equity  in  the  national  steel  mill. 
Labor  costs  have  increased  in  recent 
years  at  a  fantastic  rate.  Prices,  need- 
ing government  approval,  have  not 
kept  pace.  The  solution:  Private 
shareholders  sold  enough  stock  to  the 
government  to  make  government  the 
majority  shareholder.  This  changed 
the  company  to  an  oflBcial  monopoly 
and  a  big  price  rise  followed.  This 
was  not  regarded  as  Yankee  imperi- 
alism, but  as  a  necessary  move  to  sup- 
port needed  expansion  to  keep  pace 
with  Chile's  needs  for  steel.  The  com- 
pany is  regaining  its  financial  health 
and  resuming  its  growth. 

Is  this  pure  free  enterprise?  No,  not 
pure  but  practical. 

Vina  del  Mar 

There  are  negotiations  currently  go- 
ing on  (at  Viiia  del  Mar  in  Chile) 
between  the  Latin  governments  as  a 
group  and  the  U.S.  Government.  The 
object  is  to  agree  on  new  ground 
rules  for  foreign  investment.  The  ne- 
gotiations are  deadlocked  because 
most  of  the  Latin  governments  have 
held  out  for  extremely  tough  rules  on 
foreign  investments. 

But  what  Latin  politicians  say  for 
the  benefit  of  their  constituents  and 
what  they  do  are  often  quite  differ- 
ent. In  private,  many  of  the  repre- 
sentatives have  indicated  that  they 
would  be  quite  flexible  in  practice. 
My  guess  is  that  a  tough  policy  emerg- 
ing from  this  session  would  be  nothing 
more  than  a  statement  of  objectives. 
Some  Latin  governments  will  almost 
certainly  try  to  follow  it  to  the  letter. 
New  foreign  investors  will  simply  stay 
away  from  these  countries. 

Other  Latin  countries  will  be  flexi- 
ble. Acceptable,  mutually  workable 
interpretations  will  be  reached.  Their 
industiial  development,  already  vigor- 
ous, will  accelerate. 

Is  U.S.  investment  in  Latin  America 
dead?  Far  from  it. 

Unilateral,  100%-owned,  foreign  in- 
vestment will  die  out,  but  joint  invest- 
ing will  grow.  Possibly  with  excep- 
tions in  the  extractive  industries,  or  a 
particular  country's  investment,  these 
will  be  no  more  hazardous  than  in- 
vestments anywhere  else  in  this  un- 
stable world,  maybe  even  including 
those  at  home.  Sure,  we  businessmen 
will  have  to  learn  to  bend  a  bit,  but 
after  all  isn't  flexibility  what  business 
is  all  about?  ■ 
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Your  Money's  Worth 

When  the  grocer  cuts  prices  40%, 
the  housewife  frequently  gets  sus- 
picious. Are  his  vegetables  rotlcn? 
Is  the  steak  really  horsemeat? 

The  1967-68  bull  market  created 
its  own  group  of  price-cutters:  little 
capital-hungry  companies  that  sold 
letter  (restricted)  stock  to  so-called 
sophisticated  investors  at  prices  30%, 
50^  and  even  more  below  the 
quoted  market  price.  The  compa- 
nies liked  letter  stock  because  it  was 
a  private  placement,  with  no  UTider- 
wTiting  costs  to  pay  or  embarrassing 
questions  to  answer  in  a  prospectus. 
And  since  the  buyer  normally 
couldn't  resell  the  shares  to  the  pub- 
lic for  a  couple  of  years,  there  was 
less  danger  that  the  flotation  might 
undermine  the  market  price  of  the 
publicly  owned  shares. 

Showing  none  of  the  suspicion  of 
a  prudent  housewife,  the  mutual 
funds,  banks  and  insurance  compa- 
nies {see  table)  latched  onto  letter 
stock  as  almost  too  good  to  be  true. 
After  all,  they  were  getting  stock  at 
half  of  what  the  public  seemed 
willing  to  pay.  The  only  worry  was 
that  they  could  not  resell  the  stock, 
but  at  the  time  that  seemed  little  to 
pay  for  a  half-price  bargain.  Some 
of  the  big  open-end  mutual  funds 
put  10%  to  15%  of  their  assets  in  let- 
ter stock,  and  in  1968  three  fair- 
sized  closed-end  funds  were  formed 
to  invest  in  letter  stock  of  pub- 
licly held  companies. 

How  have  they  fared?  At  recent 
quotations  the  market  value  of 
Fund  of  Letters  was  off  75%;  V^alue 
Line  Development  Capital  Corp. 
was  off  60%;  and  the  largest  let- 
ter stock  fund,  the  $200-million- 
assets  SMC  Investment  Corp.  (one 
of  the  funds  of  Shareholders'  Man- 
■  agement  Corp.)  was  off  54%. 

What  happened  was  that  the 
market  price  of  many  of  their  "bar- 
gains" plummeted  in  the  last  two 
years.  Fund  of  Letters'  holdings 
in  Whale  Inc.  and  Giffen  Industries 
declined  over  75%  in  value  since 
their  1969  highs.  Value  Line  De- 
velopment Capital  was  hit  by  equal- 
ly big  drops  in  its  holdings  of  Clay- 
ton Corp.  and  Landa  Industries. 

Unable  to  sell  their  holdings 
without  a  time-consuming  registra- 
tion with  the  Securities  &  Exchange 
Commission,  the  funds  have  had  to 
clench  their  teeth.  Since  1968  the 
net  asset  value  of  Fund  of  Letters 


Dead  Letter  Department 

Because  of  the  large  discounts  from  markef  price,  buyers  of  letter  stock 
seemed  to  be  getting  big  bargains.  Instead,  many  got  stuck  with  big  losses. 


Selling  Company 

Broker 

Buyers 

Total 
Shares 

Discount 
Price 

Recent 
Price 

Aiphanumeric 

Burnham 

7  individuals 

95,300  $45.00  (29%) 

$4.87 

Beck  Industries 

Weis,  Voisin 
&  Cannon 

12  Individuals 

252,200 

25.00  (37) 

8.75 

Four  Seasons  Nursing 
Centers  of  America 

none 

IDS'  Progressive  Fund; 
Seattle  First  Natl; 
Marine  Midland 
Grace  Trust 

186,671 

60.00  (none) 

7.00t 

Longchamps 

Oppenheimer 

Eaton  Howard 
Special  Fund; 
Morgan  Guaranty 

605,000 

27.25  (28) 

4.25 

National  Environment 

Eastman  Dillon 

IDS'  Stock  Fund; 
IDS'  Variable 
Payment  Fund 

437,500 

16.00  (none) 

4.87 

National  Student 
Marketing 

Donaldson,  Lufkin 
&  Jenrette 

National  Fire  Ins.  of 
Hartford;  Dreyfus 
Offshore  Trust; 
Mellon  National 

633,000 

21.00  (40) 

2.12 

University  Computing  Kidder,  Peabody 
Whale                        Kleiner  Bell 

not  available 
Fund  of  Letters; 
SMC  Investment 

154,000 
400,000 

80.00  (20) 
27.50  (35) 

26.00 
2.25 

Doto    Investment  Deoler' 

s  Digest;  FORBES 

t   Troding  currentl 

/  suspended 

is  off  45%,  SMC  Investment  is  off 
10%  and  Value  Line  Development 
Capital  is  off  24%. 

On  top  of  this,  all  three  funds  sell 
at  a  deep  discount  from  their  net 
asset  value— because  most  investors 
just  don't  trust  the  quoted  "net  as- 
set value"  figure.  They  have  heard 
that  some  funds  were  marking  up 
their  letter  stock  to  market  price  to 
show  "instant  performance."  They 
read  of  Fred  Mates'  problems  with 
the  SEC  over  letter  stock,  which  for 
months  prevented  him  from  redeem 
ing  his  shares  as  required  by  law. 
"We  actually  don't  like  that  [letter 
stock]  name,"  says  Dr.  Louis  E. 
Conhaim,  who  is  the  president  of 
Value  Line's  letter  stock  fund.  "We 
prefer  to  call  ourselves  a  develop- 
ment situation  fund." 

In  fact,  Conhaim's  fund  is  some- 
what different  from  SMC  and  the 
Fund  of  Letters.  Nearly  half  of  its 
investments  are  in  .small,  new  com- 
panies that  have  yet  to  go  public. 
"Most  of  our  appreciation  has  been 
in  these  issues  that  we  purchased 
prior  to  going  public,"  says  Con- 
haim. "This  has  been  the  better  part 
of  our  business." 

Indeed,  Conhaim  now  seems  to 
have  basic  doubts  about  buying  let- 
.  ter  stock  in  publicly  owned  compa- 
nies. "Everybody  has  20-20  hind- 
sight," he  says,  "but  I  have  never 
felt   that   the   opportunity   to   buy 


stock  of  a  public  company  at  30%, 
40%,  50%  below  market  is  itself  a 
bargain.  Obviously,  what  you  pay 
for  it  is  what  it  is  worth." 

But  Donald  I.  Reiller,  who  runs 
Fund  of  Letters,  defends  the  prac- 
tice despite  the  45%  decline  in  his 
Fund's  net  asset  value.  "If  you  are 
planting  beans  or  potatoes  you  get 
your  yield  the  season  you  plant 
them,"  he  argues.  "If  you  are  plant- 
ing avocado  trees,  you  reap  the 
hai-vest  a  .season  or  two  later." 

What  about  lemon  tiees? 

Damned  If  You 
Do . . . 

History  was  repeating.  The  stocks 
of  companies  that  manage  and  sell 
mutual  funds  were  falling  even  more 
sharply  than  the  market.  Bear  mar- 
kets, and  the  present  one  of  1969- 
70  was  no  exception,  have  a  way 
of  dealing  these  companies  a  triple 
dose  of  tiouble. 

First,  the  funds  get  hit  with  the 
general  pessimism  that  depresses 
most  stocks.  Then,  a  lower  stock 
market  means  fewer  assets  under 
management.  Assets  managed  by  all 
mutual  funds  have  fallen  about  10% 
since  the  end  of  1968  to  $48  billion 
—and  hence  lower  management  fees. 
Finally,  sales  commissions  drop  be- 
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How  to  tell 
a  good  stock  trader 

from 


A  good  trader  makes  money.  A  bad  trader  loses 
money.  The  good  trader  works  with  speed  and 
assurance.  The  bad  one  with  hesitancy  and  fre- 
quent misgivings.  From  time  to  time,  either  can  be 
wrong.  The  good  one  accepts  it  and  gets  out.  The 
bad  one  waits  it  out  and  hopes  for  better  days. 

What  makes  the  difference,  we  think,  is  training. 
Not  privileged  information,  not  an  infallible  sys- 
tem, and  most  certainly  not  a  money-making 
"mystique." 

For  almost  forty  years,  we  have  been  offering  a 
course  that  has  helped  thousands  of  traders  and 
investors  substitute  knowledge  and  skill  for  guess- 
work. How?  Through  close  evaluation  and  con- 
tinued application  of  nine  test  factors,  programing, 
personal  coaching,  and  "paper  trades"  prior  to 
capital  commitment. 

Our  brochure  tells  more,  and  we'd  be  happy  to 
send  it  to  you  free  of  charge. 

Accredited  Member:  National  Home  Study  Council. 

Approved  under  the  new  G.I.  Bill 

lor  in-service  personnel  and  veterans. 


bad  one. 


STOCK  MARKET  INSTITUTE  INC. 

808  Busse  Highway,  Dept.  F-174 

Chicago  (Park  Ridge),  Illinois  60068  (312)  825-5511 

Gentlemen:  Please  send  me  a  prospectus  on  the  Wyckoff  Course  in  Stock  Market 
Science  and  Technique. 

NAME 

ADDRESS 


CITY 


STATE 


ZIP 


Can  professional 
management  help 

make  your 
$5,000  to  $50,000 

portfolio  grow 
as  fast  as  you  want? 


Whether  you  are  investing  in  common  stocks 
for  retirement  income,  children's  education 
or  freedom  from  financial  worry,  you  want 
your  money  to  grow  as  rapidly  as  possible. 
Yet,  perhaps  for  reasons  beyond  your  con- 
trol, you  may  find  your  capital  is  not  build- 
ing up  as  fast  as  you  expect  it  to. 

To  help  solve  this  very  problem,  investors 
in  more  than  55  countries  use  The  Danforth 
Associates  Investment  Management  Plan. 
The  professional  supervision  it  offers  can, 
we  believe,  work  to  balance  the  risks  of 
common  stock  investments  and  help  you 
better  achieve  your  capital  growth  goals. 

Find  out  how  you  may  begin  benefiting 
from  this  tested  plan  with  as  little  as  $5,000 
in  cash  or  securities.  For  a  free  copy  of  our 
42-page  descriptive  booklet,  including  a 
complete  10-year  "performance  record," 
simply  write  Dept.  L-96. 

THE  Danforth  Associates 
Wellesley  hills,  Mass.,  U.S.A.  oaiSi 

Investment  Man.igement  .  Incorporated  1936 


Pennzoil 
United 

DIVIDEND  NOTICE 


The  following  (jividends  have  been  de- 
clared: 

200  per  share  on  the  Common  Stock 
of  the  Company  payable  June  15, 1970 
to  stockholders  of  record  at  the  close 
of  business  on  May  15,  1970. 

33y3  0  per  share  on  the  SI.SSVs  Cumu- 
lative Preference  Common  Stock  of 
the  Company  payable  on  July  1,  1970 
to  stockholders  of  record  at  the  close 
of  business  on  May  15,  1970. 

39%0  per  share  on  the  $1,581/3  Cumu- 
lative Preference  Common  Stock  of  the 
Company  payable  on  July  1,  1970  to 
stockholders  of  record  at  the  close  of 
business  on  May  15,  1970. 

R.  B.  BERRYMAN 
Corporate  Secretary 

May  4, 1970 

Pennzoil  United,  Inc. 
900  Southwest  Tower 
Houston,  Texas  77002 


The  Funds 


cause  many  investors  stop  buying 
fund  shares:  The  sales  dip  is  35%  so 
iar  this  year.  As  John  C.  Bogle, 
president  of  Wellington  Manage- 
ment Corp.,  points  out,  "There's 
tremendous  leverage  on  earnings  as 
sales  drop  because  our  costs  are 
relatively  fixed.  Whether  we  have 
$100  million  or  $200  million  in 
sales,  there's  not  a  large  difference 
in  costs." 

$ad  Tale 

No  wonder,  then,  that  the  man- 
agement company  stocks  fell  rapidly 
from  their  20-times-earnings  peaks 
of  a  year  or  two  ago.  But  what 
added  insult  to  injury  this  time 
around  for  outfits  like  Dreyfus  Corp. 
and  Equity  Funding  Corp.  was  that 
they  thought  they  had  diversified 
enough  to  avoid  such  a  beating. 
Dreyfus,  for  instance,  now  gets  61% 
of  its  revenues  from  real  estate. 
Equity  Funding  gets  over  half  of  its 
revenues  from  savings  and  loan, 
real  estate,  oil  drilling  and  cattle 
breeding.  Dreyfus'  profits,  despite 
the  market  drop,  were  up  a  bit  in 
1969  and  they  rose  again  in  the  first 
quarter  of  this  year.  Equity  Fund- 
ing reported  big  gains  of  47%  and 
30%  in  those  periods.  But  as  the 
table  on  page  79  shows,  stock  mar- 
ket price  bore  no  relation  to  earn- 
ings stability  in  recent  months. 

Equity  Funding  President  Stan- 
ley Goldblum  professes  to  be  mysti- 
fied at  the  drastic  drop  in  the  price 
of  his  stock,  though  he  admits  it 
probably  was  overpriced  at  40  times 

Bogle  of  Wellington 
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Mutual  Fund  Management  Companies 

>                                        1968  Price  Recent 

High       3/31/70  Price 

Dreyfus  Corp.              48 1/2  241/4  14 '/g 

Equity  Funding  Corp.    81%  51>/2  16 
Inv.  Diversified 

Sv.cIA                    62  351/8  253/8 

I  SI  Corp.                    15'/8        33/4  23/8 

Keystone 

Custodian  Inc.         471/2  18  11 

Putnam  Management     '  20  15 

Shareholders  Capital    26i/g         SVg  31/2 

Wellington  Mgt.            50  2OV2  16^/2 

"Dora  not  o/o  o^  e 


earnings.  Says  Goldblum:  "In  the 
first  place,  we're  not  a  fund  man- 
agement company.  We  backed  into 
it  from  our  life  insurance  opera- 
tions. We've  had  lower  fund  sales 
the  last  four  to  five  months,  obvi- 
ously, but  our  other  operations  are 
growing.  I  think  in  January  and 
February  there  was  some  forced 
selling  by  some  hedge  funds,  and 
this  was  the  start  of  a  reaction." 

But  at  least  diversification  hasn't 
hurt  Equity's  earnings  as  it  has  hurt 
some  others.  "Diversification  has 
been  a  disadvantage  for  us  so  far," 
Investors  Diversified  Services  Presi- 
dent Stuart  F.  Silloway  told  Forbes 
recently.  IDS  moved  \u\.o  leasing 
and  real  estate,  which  require  huge 
sums  of  cash,  just  when  borrowing 
costs  were  soaring.  "We  got  into  the 
mortgage  business  at  completely  the 
wrong  time,"  Silloway  says.  "We 
lost  money  on  it  in  1969." 

Wellington  Management  l)ought 
a  computer  ser\ices  firm,  Financial 
D\iianiics,  early  last  year— just  when 
the  bear  market  was  taking  hold— 
and  then  had  to  sell  it  at  a  loss  nine 
months  later.  As  President  Bogle  ex- 
plains: "Financial  Dynamics  need- 
ed capital,  which  we  weren't  long 
on.  We  were  under  earnings  pres- 
sure. So  we  sold." 

If  management  companies  can't 
get  off  the  roller  coaster  by  diversi- 
fying, what  can  they  do?  Many  may 
decide  the  best  they  can  do  is  run 
with  the  tide  and  trade  their  stock 
for  that  of  a  less  volatile  insurance 
company.  But  the  timing  is  all 
wrong  for  that  now— witness  Put- 
nam Management.  It  has  arranged 
a  deal  to  be  acquired  by  insurance 
broker  Marlennan  Corp.,  but  for 
about  half  the  price  it  almost  got 
last  year  from  the  Government  Em- 
ployees Insurance  group.   ■ 


Allstate's  Enterprises  Stock  Fund,  Inc.— 

A  mutual  fund 
now  available  from  Allstate 
Registered  Representatives 


This  mutual  fund  is  a 
company  which  invests 
your  money  mainly  in 
the  common  stocks  of  a 
variety  of  U.S.  corpora- 
tions. Buying  shares  in 
the  Allstate  Fund  makes 
you  a  part  owner  of  a 
portfolio  containing 
shares  of  those  corpora- 
tions. 


The  primary  objective 
is  possible  long-term 
growth  of  your  money. 

The  fund  is  managed 
by  Allstate  Investment 
Management  Co.,  a  sub- 
sidiary of  Sears.  For  a 
free  prospectus,  contact 
an  Allstate  Registered 
Representative  at  Sears 
or  an  Allstate  office. 

/lllstale 

Your  Allstate  Registered  Representative  also  offers  Life,  Health, 
Auto,  Homeowners  and  Business  Insurance. 


A  NO-LOAD  Mutual  Fund 

ROWE  PRICE 
NEW  ERA 


FUND 


JNG. 


Objective:  Capital  Appreciation.  The 

Fund  will  seek  capital  growth  in  any 
industry  but  it  believes  opportunities 
are  especially  promising  in  companies 
engaged  in:  Real  Estate  •  Natural 
Resources  Development  •  Scientific 
and  Technological  Research  and 
Development  •  Consumer  Services 

NO  SALES  CHARGE 

Mail  coupon  for  free  prospectus 

Rowe  Price  New  Era  Fund,  Inc. 

One  Charles  Center,  Dept.  C 

Baltimore,  Maryland  21201  (301)  539-1992 


Name_ 


Address. 
City 


_State_ 


Zip  Code- 


NO  SALES  CHARGE 

NO  REDEMPTION  CHARGE 

100/0  of  your  money  is 
invested  for  growth  possibilitlM 
in  the  broad  field  of  ENERGY 

•  nuclear  power  •  electronics 

•  data  processing  •  oil 

•  aerospace 

•  communications,  etc. 
only  $100  initial  investment. 


SEIFEMPLOYED  RETIREMENT  PLANS 

ENERGY  FUND  Is  a  qualified 
investment  under  Keogh  Act^ 


APPROVED   MODEL 
CORPORATE  PROFIT 
SHARING   PLAN 


I 

I 
I 


RALPH  E.  SAMUEL  It  CO.,  Distributor 

Members  N.Y.  Stocl<  Exchange 

55  Broad  St.,  New  York  10004  Dept.  F 

(212) 344-5300 

Please  send  me  the  Free  prospectus 

and  literature  on  ENERGY  FUND. 


NAME 

ADDRESS. 


ZIP I 
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T.ROWE  PRICE 
GROWTH  STOCK 
FUHD.m. 

.  19S0 

A  MOLOAD  FUND 

Investing  in  stocks 

carefully  selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

NO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


I  T.  Rowe  Prrce  Growth  Stock  Fund,  Inc. 

I   One  Charles  Center,  Dept.B 
Baltimore,  Md.  21201 

I 
I 


Hame. 


Mdrtil . 


-Zip. 


I 
I 
I 
I 


MONEY 

GROWS 

FASTER 

IN  MEXICO 

Contact  us,  without  obliga- 
tion, for  complete  informa- 
tion on  Mexican  investment 
opportunities.  Supervised 
accounts  offer  unusual  pos- 
sibilities for  capital  growth 
or  secure  monthly  income 
at   10.5%   net   and   higher. 

mexletter 

INVESTMENT  COUNSEL-HAMBURGO  165 
MEXICO  6,  D.F.    TEL.  5n-43-06 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  partner 


JOHN  W.  SCHULZ 


ABRAHAM  &CO. 

Membsrs  N»w  rork  Slock  Exchanti 

ind  other  leading  Exchanses 

120  Broadway,  New  York.  N.  Y.  10005 


READERS  SAY 


(Continued  from,  page  12) 

will  be   quickly   and   harmlessly   disinte- 
grated by  wave  action. 

—John  H.  Price  Jr. 

Vice  President-Marketing, 

Pittsburgh  Corning  Corp. 

Pittsburgh,  Pa. 

No  Firings? 

Sir:  Re  your  article  on  Northrop 
(Forbes,  May  J  ),  in  summing  up  the  rea- 
sons for  cost  underruns  on  business  [you] 
must  have  been  carried  away  or  per- 
suaded to  use  other  than  the  facts  when 
you  stated  ".  .  .  Northrop  doesn't  have  to 
fire  or  rehire  masses  of  people  every  few 
years.  ..."  I  am  on  layoff  from  the  Air- 
craft Division,  along  with  over  4,000 
other  persons.  Last  July  the  corporation 
had  over  25,000  employees,  and  today 
that  figure  has  shrunk  to  below  19,000. 
Many  other  persons  will  recall  our  deb- 
acle with  Skybolt  only  a  few  years  back, 
and  then  we  had  one  week  to  dump 
2,000  personnel  into  the  streets. 

—James  Henderson 
Los  Angeles,  Calif. 

Super  Dodo? 

Sir:  Before  our  superjet  (Forbes,  Apr. 
15)  transposes  to  the  blooperjet,  we  had 
better  affirm  that  the  tax-deductible  trav- 
el expense  be  guaranteed  forever.  With- 
out this,  the  plane  would  be  a  dodo  bird. 
—Wallace  H.  Cole 
Seattle,  Wash. 

No  More  Open  Door 

Sir:  In  a  recent  issue  of  Forbes 
(Fact  h  Comment,  Feb.  15),  you  pointed 
out  the  problem  of  telephone  vandalism 
—with  no  obvious  solution  in  sight.  Why 
not  install  pay  "telephone  booths"  in- 
stead of  a  booth  with  a  pay  telephone? 
Assuming  most  of  the  damage  is  done 
by  juveniles,  1  wonder  how  many  would 
be  willing  to  pay  a  dime  or  a  quarter 
to  carry  out  their  destruction.  I  think  a 
parallel  can  be  found  in  the  pay  rest- 
room  facilities;  and  although  these  may 
invoke  some  humor,  I  think  the  system 
does  work  when  compared  with  the 
"open  door"  policy. 

—Robert  A.  Ashfield 

Purchasing  Representative, 

Shell  Oil  Co. 

Houston,  Tex. 

That's  Forbes? 

Sir:  My  loving  wife  met  the  mailman 
at  the  door  and  brought  the  latest  copy 
of  your  magazine  to  my  desk.  When  she 
left,  I  sneaked  a  copy  of  Platjhoy  out  of 
my  briefcase  and,  lost  in  the  world  of 
art,  I  did  not  hear  her  till  she  screamed, 
"Good  heavens!  Do  they  publish  pictures 
like  that  in  Forbes?  I  thought  it  was  a 
business  magazine!" 

— GoLA  H.  Roberts 
Ft.  Scott,  Kan. 


What  Is  The  Potential  For 

A.  T.ST.  WARRANTS? 

In  a  comprehensive  and  explicit  Report  on  A.T.&T. 
Warrants,  Sidney  Fried,  a  noted  authority  in  the 
Warrants  field  for  more  than  20  years,  answers 
the  questions:  Is  A.T.&T.  a  staid  "widows  and 
orphans"  stock,  or  is  it  now  actually  an  exciting 
gr,owth  company  with  large  potential?  And  are  the 
new  A.T.&T.  Warrants  merely  a  good  opportunity, 
or  are   they  potentially  a   superb  opportunity? 

The  Report  thoroughly  describes  the  Warrants, 
spelling  out  how  the  new  A.T.&T.  Warrants  can 
produce  leveraged  profit  for  any  upside  move  of 
A.T.&T.  common.  Downside  risks  are  also  ex- 
amined, and  weighing  potential  gain  against  po- 
tential risk,  Mr.  Fried  comes  up  with  a  recom- 
mendation you  will  not  want  to  miss.  Sidney 
.Fried's  masterful  analysis  of  A.T.&T.  common  stock 
itself    is   completely   desen/ing   of   your   attention. 

Since  1952,  Sidney  Fried  has  edited  our 
R.H.M.  Warrant  &  Stock  Survey,  evaluating  first 
dozens,  then  hundreds  of  Warrants  in  every  issue. 
Today,  our  Survey  covers  254  Warrants  on  a 
weekly  basis,  including  such  top  companies  as 
AMK,  Atlantic  Richfield  Oil,  Avco,  Gulf  &  Western, 
Hilton  Hotels,  Ling-Temco,  Loew's,  Tenneco,  and 
many  others,  and  we  will  send  along  with  the 
"Report  on  A.T.&T.  Warrants",  full  statistical  in- 
formation on  all  these  254  Warrants.  We  will  also 
thoroughly  outline  a  method  by  which  you  can  prof- 
it from  the  hundreds  of  Warrants  currently  trading. 

This  entire  package  will  be  sent  to  you  by  re- 
turn  first   class   mail    for   only   $2. 
and    In    addition   to    its    immediate 
value   for   you,    will    Introduce   you 
to  our  services. 

Send    $2    today    to    Warrants, 
R.H.M.  Associates,  220  Fifth  Ave.,  N.Y.,  N.Y.  10001. 


KAMPGROUNDS  FRANCHISE 

A  moneymaker!  Largest  international  system  of 
fronchised  campgrounds,  produces  exceptional 
earnings  from  modest  investment.  Strong  no- 
tional advertising,  proven  operating  methods. 
Over  300  campgrounds  now  operating,  another 
300-plus,  in  construction,  planning  stages.  In- 
quire now  while  top  franchise  locations  are  still 
available: 

KAMPGROUNDS  OF  AMERICA,  INC. 

P.  O.  Box  1138-F 

Billings,  Montana  59103 


TOP 

OF  THE 
TOP 

According  to  a  recent  study  by 
Erdos  and  Morgan,  Inc.,  more 
top  management  men  in  Amer- 
ica's 500  largest  industrial 
corporations  read  FORBES  reg- 
ularly than  read  Business  Week 
or  Fortune  or  Time  or  Newsweek 
or  U.S.  News  &  World  Report. 


HOW  TO  HAVE  YOUR  OFFICE 
AT  HOME  .   .   .  AND  LIKE  IT. 

Read  the  Home  Office  Report,  the  monthly  newslletter 
with  time  and  money-saving  hints  for  working  from 
home.  We  provide  ta<  tips,  information  on  new  busi- 
ness, and  supply  news— everything  you  can  think  of. 
$15  yr.  Special  3  mos.  trial,  $1  with  this  ad,  only  for 
new  subscribers.  Write  Home  Office  Press,  Dept. 
6FR70,  17  Scarsdale  Farm  Rd.,  Scarsdale,  N.Y.  10583. 
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PHELPS 
DODGE 


139th   CONSECUTIVE 
QUARTERLY    DIVIDEND 

The  Board  of  Directors  of 
Phelps  Dodge  Corporation  has 
declared  a  regular  quarterly 
dividend  of  SlVit  per  share  on 
its  capital  stock,  payable  June 
?0,  1970,  to  stockholders  of 
record  at  the  close  of  business 
on  May  22,  1970. 

R.   D.   BARNHART, 

Treasurer. 

New  York,  N.  Y. 
May  6,   1970 


SOUTHERN 

NATURAL  GAS 

COMPANY 

Birmingtiam,  Alabama 

Common  Stock  Dividend  No.  125 

A  regular  quarterly  dividend  of  35 
cents  per  share  has  been  declared 
on  the  Common  Stock  of  Southern 
Natural  Gas  Company,  payable 
June  15,  1970  to  stockholders  of 
record  at  the  close  of  busi- 
ness on  May  29, 1970. 


PETER  C.  SMITH 

Vice  President  and  Secretary 

Dated:  May  8.  1970 


g 


189th 

CONSECUTIVE 

QUARTERLY  DIVIDEND 


The  Board  of  Directors  on  April  22, 
1970  declared  a  quarterly  dividend 
of  37 Vi  cents  per  share  payable 
June  1,  1970  to  shareholders  of 
record  May  15,  1970. 

HIRAM  S.  LIGGETT,  Jr. 
Treasurer 
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ABRAHAM   &  COMPANY    80 

Agency:   Albert  Frank-Guenther  Law, 
Inc. 

AETNA  FINANCIAL 

SERVICES,   INC.    65 

Agency;   D'Arcy  Advertising  Co.,  Inc. 

ALLEGHENY  LUDLUM  INDUSTRIES     34-35 

Agency:   VanSant,  Dugdale  and 
Company,  Inc. 

ALLSTATE  ENTERPRISES 

STOCK  FUND,  INC 79 

Agency:   Leo  Burnett  Company,  Inc. 

AMERICAN  SMELTING  AND 

REFINING    COMPANY    83 

Agency:    Clyne  Maxon,  Inc. 

BABSON'S  REPORTS  INCORPORATED     70 

Agency:    Kennetti  T.  Vincent  Co. 

BROWN  SHOE  COMPANY     81 

Direct 

CONDYNE    INC.     9 

Agency:   Gtey  Advertising  Inc. 

THE  DANFORTH   ASSOCIATES     78 

Agency:   Wunderman,  Ricotta  & 
Kline,  Inc. 

ENERGY   FUND   INCORPORATED  .      79 

Agency:  The  Leo  Baron  Agency  Inc. 
Advertising 

FIRST  NATIONAL  CITY  BANK     Back  Cover 

Agency:   Albert  Frank-Guenther  Law, 
Inc. 

D    FORT  HOWARD  PAPER 

COMPANY  2nd  Cover  &  Page  3 

Agency:   Marsteller  Inc. 

D    FRUEHAUF    CORPORATION     13 

Agency:  W.  B.  Doner  and 

Company,  Advertising 

D    HARRISON  PUBLISHING  COMPANY         74 

Agency:    Publishers  Advertising  Agency 

D    HERTZ  CAR   LEASE    32 

Agency:   Carl  Ally  Inc..  Advertising 

THE  HOLT  INVESTMENT  ADVISORY         68 

Agency:   Arthur  Lockard  &  Co.,  Inc. 

HOME  OFFICE  PRESS     80 

Agency:    Leon  Henry  Incorporated 

a    INGERSOLL-RAND   COMPANY  42-43 

Agency:   Marsteller  Inc. 

INTERNATIONAL  TELEPHONE  AND 
TELEGRAPH    CORPORATION     57 

Agency:   Needham,  Harper  &  Steers, 
Inc.,  Advertising 

INVERSIONES  ALBA,  S.  A. 

(CARL  ROSS)    74 

Agency:   Interhoteles,  S.  A. 

THE  JOHNSTON  MUTUAL 

FUND   INC.    74 

Agency:   Pace   Advertising   Agency,    Inc. 

D    KAMPGROUNDS  OF  AMERICA,  INC.    .  .    80 

Agency:   West  Advertising  Agency 

KIDDER,  PEABODY  &  CO., 

INCORPORATED      58 

Agency:   Doremus  &  Company 

KUHN,  LOEB  &  CO 53 

Agency:   Albert  Frank-Guenther  Law, 
Inc. 

MERRILL  LYNCH.  PIERCE, 

FENNER  &  SMITH   INC 49 

Agency:   Ogiivy  &  Mather  Inc. 

MEXLETTER    ....    80 

Agency:   Kenyon  &  Eckhardt  De  Mexico, 
S.  A.  deC.  V. 

n    MICHELIN   TIRE  CORPORATION    27 

Agejicy:   George  P.  Clarke 
Advertising,  Inc. 

•      THE  MIDDLE  SOUTH 

UTILITIES    SYSTEM      50 

Agency:   Cranford/Johnson 
&  Associates 

THE  NEW  YORKER   MAGAZINE,   INC.       18 

Agency:  Chirurg  &  Cairns.  Inc. 


D    NORTHERN    NATURAL  GAS  COMPANY   37 

Agency:   Bozell  &  Jacobs,  Inc. 

D    OHIO   EDISON   COMPANY     51 

Agency:   The  GriswoldEshleman 
Company 

a    OKLAHOMA    INDUSTRIAL    DEVELOPMENT 
AND   PARK    DEPARTMENT  17 

Agency:   Jordan-Kumler  Advertising 
Agency.  Inc. 

D  OLD  COLONY  TRUST  COMPANY   ...  38 

Agency.   Batten,  Barton,  Durstine  & 
Osborn,  Inc. 

THE  PADDINGTON  CORPORATION 

(J&B  SCOTCH  WHISKY)    10 

Agency:   E.  T.  Howard  Co.,  Inc. 

D    PAILLARD INCORPORATED 

Bolex,  Hermes.  Hasselblad   31 

Agency:   de  Garmo,  McCaffery  Inc. 

PENNZOIL  UNITED,   INC 78 

Agency:   Bozell  &  Jacobs.  Inc. 

PHELPS   DODGE   CORPORATION     81 

Direct 

D    PHILADELPHIA  ELECTRIC 

COMPANY     28-29 

Agency:   Al  Paul  Lefton  Company  Inc. 

PONDER  &  BEST     38 

Agency:   The  Dreyfus  Agency 

ROWE  PRICE  NEW  ERA 

FUND,   INC 79 

Agency:  VanSant,  Dugdale  and 
Company,  Inc. 

T.  ROWE  PRICE  GROWTH  STOCK 

FUND,   INC 80 

Agency:  VanSant,  Dugdale  and 
Company,  Inc. 

PROVIDENT  LIFE  AND  ACCIDENT 

INSURANCE    COMPANY     50 

Agency:   Power  and  Condon 
Advertising 

R.H.M.   ASSOCIATES    80 

Agency:   Markwell  House  Inc. 

D    ROCKWELL  MANUFACTURING 

COMPANY      12 

Agency:   Marsteller  Inc. 

SAUNA  BELT  INC 11 

Agency:   Beaumark/Johnson 
Advertising 

n    SAVIN  BUSINESS  MACHINES 

CORPORATION      14 

Agency:   Reach,  McClinton  &  Co. 
Incorporated 

SOMERSET  IMPORTERS.  LTD. 

JOHNNIE  WALKER  BLACK  LABEL       .  .      4 

Agency:   Smith/Greenland  Company 
Incorporated 

SOUTHERN  NATURAL  GAS  COMPANY     81 

Agency:   Doremus  &  Company 

STOCK  MARKET  INSTITUTE  INC 78 

Agency:   Martin  A.  Cohen,  Inc. 

D   TENNECO   INC 84-85 

Agency:   Reach.  McClinton  &  Co. 
Incorporated 

TEXACO   INC.    39 

Agency:   Benton  &  Bowles.  Inc. 

UNITED  BUSINESS  SERVICE 

CO.,  INC 71,  72,  73 

Agency:  The  Silton  Company,  Inc. 

n    UNITED  VIRGINIA 

BANKSHARES    INC 6 

Agency:   Ketchum,  MacLeod  & 
Grove,  Inc. 

THE  VALUE  LINE 

INVESTMENT    SURVEY    66 

Agency:  The  Vanderbilt  Advertising 
Agency,  Inc. 

XEROX    CORPORATION  46-47 

Agency:   Needham,  Harper  &  Steers. 
Inc..  Advertising 
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TUJ/^T  ir^l— TTC         ON  THE 

1  riwLlvjri  13)...  business  of  life 


The  real  nature  of  man  is  originally 
good,  but  it  becomes  clouded  by  con- 
tact with  earthly  things  and  therefore 
needs  purification  before  it  can  shine 
forth  in  its  native  clarity.       —I  Ching 


I  do  not  know  of  any  way  sure  of 
making  others  happy  as  being  so  one's 
self.  —Arthur  Helps 


The  effect  of  the  indulgence  of  hu- 
man affection  is  a  certain  cordial  ex- 
hilaration. 

—Ralph  Waldo  Emerson 


Talk  not  of  wasted  affection;  affec- 
tion never  was  wasted. 
—Henry  Wadsworth  Longfellow 


A  part  of  kindness  consists  in  loving 
people  more  than  they  deserve. 

—Joseph  Joubert 


Honor  is  a  public  enemy,  and  con- 
science a  domestic,  and  he  that  would 
secure  his  pleasure,  must  pay  a  tribute 
to   one   and   go   halves   with   t'other. 
—William  Congreve 


Morality  represents  for  everybody  a 
thoroughly  definite  and  ascertained 
idea:  the  idea  of  human  conduct  reg- 
ulated in  a  certain  manner. 

—Matthew  Arnold 


A  man  who  truly  wants  to  make  the 
world  better  should  start  by  improving 
himself  and  his  attitudes. 

—Fred  de  Armond 


No  man  deserves  to  be  praised  for 
his  goodness  unless  he  has  strength 
of  character  to  be  wicked.  All  other 
goodness  is  generally  nothing  but  in- 
dolence or  impotence  of  will. 

—La  Rochefoucauld 
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He  who  is  devoid  of  kindness  is  de- 
void of  grace.  —Arab  Proverb 


What    once    were    vices    are    now 
manners.  —Seneca 


One  man  lies  in  his  work,  and  gets  a 
bad  reputation;  another  in  his  man- 
ners, and  enjoys  a  good  one. 

—Henry  David  Thoreau 


B.  C.  FORBES 

Says  the  Bible:  "The  first 
shall  be  last  and  the  last  shall 
be  first."  That  is  a  warning 
against  impoliteness,  against  the 
undue  thrusting  of  one's  self 
forward,  against  bumptiousness, 
against  pushing  others  aside  in 
order  that  we  may  get  ahead  of 
them,  against,  in  short,  bad 
manners. 


Politeness  is  fictitious  benevolence. 
—Samuel  Johnson 


Strive  not  with  yom-  superiors  in 
argument,  but  always  submit  your 
judgment  to  others  with  modesty. 

—George  Washington 


Let  us  put  an  end,  once  for  all,  to 
this  discussion  of  what  a  good  man 
should  be— and  be  one. 

—Marcus  Autrelius 


^  Good  has  two  meanings:  It  means 
both  that  which  is  good  absolutely 
and  that  which  is  good  for  somebody. 

—Aristotle 


Deliberate  virtue  is  never  worth 
much:  The  virtue  of  feeling  or  habit 
is  the  thing. 

— Georg  C.  Lichtenberg 


If  you  injure  your  neighbor,  bettei|| 
not  do  it  by  halves. 

—George  Bernard  Sha\ 


Violence  is  just  when  kindness  is 
vain.  —Pierre  Cobneille 


Without   the   spur   of   competitior 
we'd  loaf  out  our  life. 

—Arnold  Glasom 


Modesty  in  human  beings  is  praisec 
because  it  is  not  a  matter  of  nature 
but  of  will.  — Lactantiu. 


As  laws  are  necessary  that  goo< 
manners  may  be  preserved,  so  goo( 
manners  are  necessary  that  laws  ma; 
be  maintained. 

NiccoLd  Machiavell 


Nothing  is  less  important  tha 
which  fork  you  use.  Etiquette  is  th 
science  of  living.  It  embraces  every 
thing.  It  is  ethics.  It  is  honor. 

—Emily  Pos 


A  Text . .  . 


Sent  in  by  Page  Emory  Moyer, 
New  York,  N.Y.  What's  your 
favorite  text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Business 
of  Life  is  presented  to  senders  of 
texts  used. 


Be  kindly  affcctioned  one  to  another 
with  brotherly  love;  in  honour  prefer- 
ring one  another.        —Romans  12:10 
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Has  the 

Bear  Market  Killed 

Venture  Capital? 
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ctobundle 


Computers  and  systems  support,  separate  or  as  a  package. 

Only  RCA  offers  you  a  choice. 


Bundling  is  getting  your 
computer  and  support  as  a 
package.  Unbundling  is 
getting  them  separately. 
IVaditionally,  support  came 
with  the  cost  of  a  computer. 
Some  computer  makers 
still  sell  their  machines 
that  way.  But  only  that  way. 


Others  only  offer  support 
at  a  separate  price.  And  in 
many  cases,  the  customer  is 
paying  more  than  ever. 
RCA  is  the  only  major  com- 
puter maker  that  gives  you 
a  choice.  Whatever  is  better 
for  you.  On  all  our  newer 
computers.  Those  being 
installed  now,  and  in 
the  future. 

if  what's  better  is  a  bundled 
contract,  that's  what  you  get. 
It  includes  support. 


If  unbundling  is  better  for  you, 
do  it  at  a  discount  and  pay 
only  for  the  support  you  need. 
Either  way,  it's  RCA  support. 
And  that's  some  of  the  best  in 
the  business.  Just  ask  our 
customers. 

The  Octoputers  are  the  easiest 
computers  to  use.  Now  you 
have  easier  ways  to  get  them. 
At  RCA, doing  business  is 
easy  -for  you. 

RCil 

COMPUTERS 


Photograph  courtesy  Buttalo  Courier  Express 


Warner  &  Swasey  Backhoe  "turns  on"  Niagara  Falls 


Niagara  Falls,  American  side,  was  eating 
its  heart  out  —  the  soft  limestone  edge  or 
lip  was  being  cut  back  and  back  by  the 
powerful  rush  of  water.  Engineers  decided  a 
repair  job  was  necessary  to  save  the  Falls — 
for  honeymooners,  turbo-electric  generators 
and  the  public,  to  many  of  whom  it  is  a 
symbol  of  America  itself. 

But  how  stop  the  mighty  Falls  while  you 
repair  its  lip?  They  diverted  the  water  to 
the  Canadian  side  by  a  dam  of  earth  and 
rock  above  the  American  channel. 


Repairs  were  made  —  but  then  came  the 
delicate  job  of  cutting  away  the  dam  quick- 
ly and  surely,  and  letting  that  gigantic 
torrent  back  into  its  natural  channel. 

The  contractor  chose  a  HOPTO®—  the 
Warner  &  Swasey  hydraulic  backhoe  that 
takes  big  bites  of  earth  and  rock  —  bite 
after  bite  fast,  and  drops  them  where  you 
want  them,  safely  out  of  the  way. 

In  moments  HOPTO  cut  the  dam  —  and 
there  goes  Niagara  Falls,  back 
home  again,  where  it  belongs. 


THE  WARNER  &  SWASEY  COMPANY 

Corporate  Offices 

11000  Cedar  Avenue 

Cleveland.  Ohio  44106 


'PRODUCTIVITY  EQUIPMENT  AND  SYSTEMS  IN  MACHINE  TOOLS.TEXTILE  AND  CONSTRUCTION  MACHINERY 
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Get  yourself  a  Falcon 
and  suddenly 

youVe  part  of  an  airline. 

All  Falcon  owners  get  to  use  Pan  Am-authorized  service  centers— 
and  get  Pan  Am-approved  training  for  personnel. 


Chances  are  you're  an  expert  in  some  field  otiier 
than  that  of  flying  and  maintaining  aircraft. 

If  so,  you'll  enjoy  a  lot  more  peace  of  mind  if 
your  next  plane  is  a  Fan  Jet  Falcon".  The  Falcon  is 
the  only  business  jet  that's  backed  by  an  airline— 
and  by  a  service  organization 
staffed  by  people  who  do  thine  ^_^_^^    ^'lilr^t^ 
the  professional  airline  way. 


Take  maintenance. Today  there 
are  14  Falcon  service 

centers  around  ""^  the  country— all  of  them 
authorized  by  Pan  Am®.  In  addition,  as  a  Falcon 
owner,  you  can  call  on  Pan  Am  installations  in  88 
countries ...  for  ground  and  maintenance  support. 

Take  personnel  training.  Included  in  the  origi- 
nal cost  of  every  Falcon  is  the  training  of  both 
flight  and  maintenance  personnel— to  Pan  Am 
standards  in  PanAm-authorized  training  programs. 

Falcons  are  not  like  other  business  planes. 

They  were  designed  differently  and  are  built 
differently.  Body  sections  are  made  bigger,  so 
there  are  fewer  of  them.  Fewer  sections  mean  less 
riveting.  Result?  An  exceptionally  rugged  airframe. 


An  exterior  that  is  much  less  pieced  together  than 
other  business  aircraft.  A  stronger,  smoother  body 
that  produces  less  drag. 

And  it's  the  only  business  jet  that  the  FAA  will 
permit  to  fly  through  turbulence  without  speed 
restrictions. 

In  fact,  the  Falcon  airframe  is  so  strong  it  has 
been  tested  to  the  equivalent  of  150,000  hours  of 
flight.  (The  average  user  flies  about  600  hours  a 
year).  This  gives  the  Falcon  a  very  low  rate  of  true 
depreciation.  Buying  a  Falcon  is  one  of  the  sound- 
est investments  you  can  make. 

But  for  all  its  strength,  the  Falcon  has  a  softer 
side  to  it.  The  180  Falcons  now  flying  are  among 
the  most  sumptuously  appointed  business  aircraft 
in  the  world— with  ample  space  to  carry  ten  people, 
all  their  luggage,  and  still  have  room  for  a  sizable 
galley  (with  hot  oven)  plus  enclosed  lavatory 
facilities. 

What's  more,  Falcons  are  the  quietest  business 
jets  in  the  world.  The  noise  level  in  the  cabin  prob- 
ably compares  with  that  in  your  own  office. 

^f^^.  A  Falcon  is  dramatically  quieter 

0^^^  ^^^g^     from  the  outside,  too.  In 

fact,  it's  the  first  jet  to  meet 
the  new  FAA  noise-level  require- 
ments for  take  offs. 
All  of  which, we  think,  adds  up  to  an  impressive 
number  of  features  you  find 
in  the  Fan  Jet  Falcon'  Get 
any  company  aircraft  and 
you  get  much  of  the  benefit  of 
modern  aviation  advances . . . 


Get  the  Falcon  and  you  get  it  all. 

FAN  JET  FALCON 

THE  BUSINESS  JET  THAT'S  BACKED  BY  AN  AIRLINE. 


We've  made  some  strong  claims  here.  Now  may  we 
prove  them  to  you?  Call  Finn  Hedlund,  Falcon  Sales 
Manager,  at  (212)  973-4400  in  the  Pan  Am  Building, 
New  York— or  contact  your  local  AiResearch  Aviation 
Company  office. 
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e  5  o'clock 
Funnel 


From  the  thoughts  to  the  steno  pads,  the  steno 

pads  to  the  typewriters,  the  typewriters 

to  the  stationery,  the  stationery  to 

the  signatures,  the  signatures 

to  the  envelopes,  and  the 

envelopes  to  — 

what? 

The  after-four  traffic  jam,  when— from  every 
department  everywhere— all  the  letters  and 
packages  are  funnelled  to  one  mailing  place? 
Funnelled  to  one  bottleneck  to  stick?  Stall? 
Stop. 

If  so,  you  need  the  Mail  Pump.  The  automatic 
Mail  Pump— The  Pitney-Bowes  Automatic 
Postage  Meter  Machine.  It  takes  the  letters  by 
the  stack— the  letters  and  the  packages— in 
every  weight  and  every  size,  from  every  depart- 
ment everywhere,  and  puts  the  right  postage 
on,  and  postmarks  and  pre-cancels  it,  seals 
all  the  envelopes,  keeps  track  of  all  the  post- 
age used,  and  between  four  and  five  o'clock 
—with  no  delays,  no  overtime— pump,  pump 
automatically,  pumps  all  the  mail  OUT. 

The  Pitney-Bowes  automatic  self-feeding 
Postage  Meter  machine  comes  in  different 
sizes— depending  on  your  mailing  needs— 
and,  to  speed  you  even  more,  it  can  even  sign 
your  checks,  backstamp  and  imprint. 

For  information,  write  Pitnoy-Bowcs,  Inc.,  1755  Pacific  Street,  Stamford,  Conn. 
06904  or  call  one  of  our  190  offices  ttiroughout  the  U.S.  and  Canada,  Postage 
Meters,  Addresser-Printers,  Folders.  Inserters,  Counters  &  Imprinters,  Scales, 
MailOpeners,  Collators,  Copiers,  Fluidio  Controls. 


P^  Pitney-Bov^es 


The  Mail  Pump 
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Clean,  efficient  energy  on  the  farm, 
with  Cities  Service  LP-GAS. 

LP-gas  is  liquefied  petroleum— a  clean-burning  fuel  that's 
extracted  from  natural  gas. 

For  the  farmer,  LP-gas  means  instant,  powerful  energy  to  fuel 
his  tractor,  heat  his  home,  power  his  irrigation  engines, 
and  provide  for  numerous  farm  needs. 

Last  year  Cities  Service  sold  to  farmers  and  many  other  users 
more  than  700  million  gallons  of  LP-gas,  up  1 7  percent  from 
the  year  before  and  more  than  55  percent  from  five  years  ago. 

We  serve  the  farmer  in  other  ways.  That  cornfield  in  the  back- 
ground: it's  healthier,  bigger,  richer  because  of  our  Custom 
Farm  Services  fertilizers— custom-tailored  to  soil  and  climate. 

On  farms  or  in  cities— wherever  there's  need  for  energy 
and  chemicals-you'll  see  Cities  Service. 

CITIES  SERVICE  COMPANY 


SIXTY  WALL  STREET,  NEW  YORK,  N.Y.  10005 
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Wuittobuy 
an  inflatable 
church? 


^ 


Could  we 
interest  you  in 
seat  belts, 
castii^s, 
or  cushions? 

See  Firestone. 
We  make  44,0 
things  besides] 
tires. 

Firestone  makes  all  kinds  of  products. 

An  inflatable  church  for  a  group  of  evangel: 
in  Costa  Rica  who  wanted  more  than  a 
tent  to  worship  in. 

Many  of  the  seat  belts  that  go  into  America 

Finished  products  and  ingredients  by  the  a 
Products  in  metals,  plastics,  textiles,  chemic 
and  rubbers.  (A  business  that  is  growing  so 
fast,  it  now  produces  a  fourth  of  our  profits. 

Chances  are,  there  is  something  we  can  do  f 
See  Firestone.  We're  in  the  habit  of  making 
products  that  are  best  today,  still  better  toi 

For  more  information,  write:  Firestone,  M 
Opportunities,  Akron,  Ohio  44317. 
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Side  Lines 


. . .  and  a  cast  of. . . 


Forbes'  Publi.sher  James  J.  Dunn  is  a  talented  still  photographer,  but  vi'e 
never  dreamed  that  he  had  talents  as  a  movie  producer.  His  first  produc- 
tion will  never  show  in  any  public  theater.  Only  5,000  people  will  ever 
see  it.  It's  a  fine  production,  nevertheless. 

A  few  months  ago  a  professional  fibn  crew,  cameras,  sound  equipment, 
lights,  the  works,  showed  up  in  our  Manhattan  offices.  The  director 
nailed  Editor  Jim  Michaels,  and  one  of  the  crew  interviewed  him  at 
great  length— with  the  cameras  whirring. 

Next  day  our  editorial  meeting  was  invaded  by  the  same  crew.  Sub- 
sequently individual  FoRBESmen  got  the  treatment. 

Behind  it  all  was  Jim  Dunn.  When  he  came  to  us  four  years  ago 
(from  Life,  where  he  had  been  advertising  director),  Dunn  felt  that 
Forbes  had  come  up  so  fast  (from  a  circulation  of  100,000  to  630,000 
in  two  decades)  that  a  good  many  advertising  people  failed  to  realize 
that  we  were  on  our  way  to  becoming  a  major  management  magazine, 
with  more  circulation  in  the  U.S.  than  either  of  our  major  competitors. 
Business  Week  or  Fortune.  Jim  Dunn  decided  to  strengthen  Forbes' 
image  among  people  who  make  advertising  decisions.  His  movie  crew 
was  part  of  that  effort. 

The  crew  was  filming  a  movie  about  the  story-behind-a-FoRBEs  story, 
a  July  1,  1969  article  entitled  "The  Incurables."  It  was  about  certain  in- 
curable individualists  who  couldn't  rest  with  starting  one  highly  success- 
ful company,  but  had  started  business  after  business  after  business. 

Dunn's  film  crew  traced  "The  Incurables"  from  idea  through  execu- 
tion, as  told  by  the  actual  participants— including  Forbes  editors  and 
researchers  and  four  of  the  entrepreneurs:  Sherman  Fairchild,  Jeno 
Paulucci,  Jack  Kent  Cooke  and  William  Lear.  In  the  end,  20  hours 
of  filming  was  boiled  down  to  20  minutes. 

Last  month,  Jim  Dunn  took  his  movie  on  the  road.  He  showed  it 
four  times  in  New  York  City  and  once  each  in  Detroit,  Akron,  Cleveland, 
Pittsburgh,  MinneapoUs,  Milwaukee,  Chicago,  Houston,  Dallas,  San 
Francisco,  Los  Angeles,  Philadelphia  and  Boston.  The  people  who  at- 
tended Jim  Dunn's  luncheon  showings  were  all  decision-makers  in  major 
companies  and  advertising  agencies;  among  them  were  more  than  100 
chief  executive  officers  of  companies  in  Forbes  Directory  Issue. 

Those  who  saw  the  film  found  it  a  refreshing  change  of  pace  from 
the  usual  hard-sell  advertising  presentation.  There's  not  much  question 
that  it  helped  our  public  image.  It  helped  our  self-image,  too.  While 
our  editors  pretended  to  be  blase  about  their  screen  appearances,  we 
know  any  number  of  them  who  sat  through  the  film  twice.  We  know  of 
at  least  one  who  saw  it  three  times.  ■ 


Nbu're 

looking  at  a 

major  resource 

source. 


Today's  Middle  South 

crude  petroleum  production 

represents  25  percent  of 

the  nation's  output. 

Underground  and 

underwater.  And  this  is 

just  a  part  of  our 

$4.5billion  annual  mineral 

production.  Bauxite, 

barite,  natural  gas,  salt, 

sulfur  and  vanadium  help 

complete  the  story.  An 

invaluable  story  of  mineral 

resources  combined  with 

human  resources  that  is 

making  the  Middle  South 

area  of  Arkansas,  Louisiana 

and  Mississippi  one  of  the 

fastest  growing  industrial 

areas  in  America.  And 

when  you  consider  all  of 

this  going  on  in  the 

strategic  location  that  the 

Middle  South  enjoys,  it's 

important  enough  to 

make  you  think  twice. 

And  act.  Write: 

Middle  South,  Box  61000, 

New  Orleans,  La.  70160 


MIDDLE    SOUTH 

UTILITIES     SYSTEM 


m 


ARKANSAS  POWER  &  LIGHT  COMPANY 
LOUISIANA  POWER  &  LIGHT  COMPANY 
MISSISSIPPI  POWER  &  LIGHT  COMPANY 
NEW   ORLEANS   PUBLIC   SERVICE    INC. 


Trends 

&  Tangents 


FOREIGN 


Who  Are  the  Owners? 

Questions  of  credibility  aside, 
American  shareholders  receive  con- 
siderably more  information  than 
European  investors.  Since  Euro- 
pean shares  are  often  bearer-shares, 
many  companies  don't  even  know 
who  their  owners  are.  Concerned 
investors,  in  their  quest  for  infor- 
mation, either  attend  the  annual 
meeting  or  ask  to  be  put  on  the 
companies'  mailing  lists.  Therefore 
many  companies  must  go  to  great 
lengths  to  supply  information  that 
would  be  routinely  disseminated  in 
this  country.  For  example,  Philips 
Lamp,  after  issuing  its  annual  re- 
port, holds  press  conferences  in  five 
different  countries  to  elaborate  on 
it  and  answer  questions. 

righf  Squeeze 

The  current  craze  for  consum- 
erism will  not  be  abated.  A  recent 
finding  of  Britain's  Consumer  Coun- 
cil says  that  only  half  of  England's 
panty  hose  and  tights  can  be  con- 
sidered "wearable."  In  a  recent  test 
of  62  pairs  of  tights  covering  21 
different  brands,  half  the  garments 
shrank,  tore,  split  or  otherwise 
deteriorated  after  only  one  day's 
wear.  The  test  included  eight  wom- 
en ranging  from  12-year-olds  to 
middle-aged  housewives,  leaving 
little  doubt  that  all  British  women 
were  in  somewhat  of  a  bind  with 
their  161  million  pairs  of  tights  last 
year.  The  Consumer  Council  called 
it  "appalhng." 


^- 


BUSINESS 


The  Big  Glass  Mountain 

Last  year  U.S.  glass  makers 
turned  out  a  staggering  34.5  billion 
bottles  and  jars,  enough  to  make 
some  lawmakers  think  about  re- 
strictive antilitter  legislation.  To 
ward  this  oft,  the  industry  is  trying 
some  cleaning  up.  Eight  companies 
and  a  trade  association  have  start- 
ed a  pilot  program  in  Los  Angeles 
to  pay  the  public  one-half  cent  for 
each  old  bottle  or  jar.  The  glass 
is  melted  and  reused,  though  it's 
slightly  more  costly  tlian  making 
glass  from  scratch.  In  the  first  20 


days,  some  300,000  containers  were 
turned  in.  The  industry  hopes  to 
expand  the  program  to  other  cities. 

Big  Billboard 

Sales  growth  vanished  for  some 
businesses  last  year,  lint  not  for 
ne\^spapers.  Advertising  revenues, 
which  have  grown  at  a  7%  com- 
pounded rate  since  World  War  II. 
•were  up  11%  last  year.  Newspapers 
also  took  a  larger  share  of  the  ad- 
vertising dollar,  despite  a  circula- 
tion gain  of  only  0.6%.  Newspapers 
also  got  the  biggest  slice  of  the  ad- 
vertising dollar-30%  vs.  TV's  18%. 

Boxed  In 

According  to  Evelyn  Waugh's 
The  Loved  One  or  Jessica  Mit- 
ford's  The  American  Way  of  Death, 
funeral  homes  make  a  killing  out  of 
dying.  But  others  have  found  the 
death  business  far  less  lucrative. 
National  Casket  Corp.,  which  for 
years  made  only  slim  profits  from 
casket  sales,  has  changed  its  name 
to  Walco  National  and  gone  into 
machinery  manufacturing. 

Co/or  in  Canada 

Although    color    television    sales 
are  down  some  25%  in  the  U.S., 
the  Canadian  market  is  booming, 
(Continued  on  page  99) 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  a 
month  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  D  1  year  $9.50,  D  2 
years  $15,  D  3  years  $19.  Pan-Amer- 
ican and  foreign  orders,  please  add 
$4  a  year.  Payment  should  be  sent 
with  all  orders  from  outside  the  U.S.A. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 
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ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name 


(please  print) 


New  Address: 


City 


State 


Zip 


F-4826 
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READERS  SAY 


A  Maffer  of  Policy 

Sir:  I  enjoyed  reading  the  May  15  is- 
sue of  Forbes.  I  was  surprised  to  see 
that  we  were  not  Hsted  in  the  500  big- 
eest  corporations  "by  assets." 

—Donald  S.  MacNauchton 

Chairmi'n. 

The  Prudential  Insurance  Co. 

Newark,  N.J. 

The  Prudential  Insurance  Co.  was  not 
included  in  the  Directory  Issue  because 
it  is  a  mutual  insurance  company  and  is 
owned  hy  its  policyholders.  The  issue 
only  included  stockholder-owned  com- 
panies—Kt^. 

.  .  .  Where  Credit  /s  Doe 

SiH:  Your  article  in  the  Ma>'  I  issue 
about  the  struggle  to  keep  \V  KMT  out 
of  the  hands  of  the  Chicago  Tribune 
It'.ives  one  erroneous  impression.  You  re- 
fer to  the  organization  which  waged  the 
struggle  as  the  "Bennett  group."  Actu- 
all>.  The  Citizens  Committee  To  Save 
W  FMT  received  the  support  of  over  1.000 
C'hicago  citizens,  and  the  substantial 
amount  of  work  which  was  necessary  to 
make  its  efforts  successful— both  legal  and 
iiuiilegal— was  carried  on  b>'  many,  man\' 
people  Ijesides  my.self . 

— RoHEUT  Bennett 

Northwestern  Universit> 

School  of  l.aw 

Chicago,  III. 

The  Cose  for  a  Civilian  Army 

Sm:  I  read  with  interest  your  May 
15th  editorial  endorsing  President  Nix- 
on's well-intentioned  ellort  to  abolish  the 
draft  and  replace  it  with  a  volunteer 
army.  While  I  do  see  inecpiitable  eficcts 
of  the  present  draft  system,  I  feel  un- 
easiness that  this  just  might  result  in  far 
more  harm  than  good.  Let  me  tell  \on  a 
story  from  Roman  histor)-. 

Rome,  as  \ou  know,  t;rew  strong 
through  its  citizen  army  of  yeomen  who 
remained  essentially  civilian  farmers  and 
artisans.  Their  loyalty  was  thus  pledged 
to  their  o\erall  group  or  countiy.  How- 
ever, as  the  frecjuency  of  wars  rose  ( and 
also  becau.se  life  was  becoming  more 
plea.sant  with  increasing  wealtli  and  lei- 
sure), service  in  the  aiined  forces  became 
increasingly  incon\enient. 

.•Viong  comes  Marius,  a  man  who  can 
outfight  any  soldier  in  his  armies  and 
who  thrives  by  the  popularit>-  he  en- 
genders with  skillful  care  in  his  legions. 
\\'hy  [says  he]  fool  aroimd  with  a  part- 
time  citizen  army  when  you  could  get 
yourself  a  crack  volunteer  force  which 
serves  full  time  and  is  paid— get  this!— 
not  by  the  Senate  but  by  the  generals 
commanding  the  armies.  After  all,  the 
bootv  is  good  and  it  can  be  redistributed. 

The   only   problem   was   that   the   all- 
volunteer   armies    thus    immediately    for- 
feited their  loyalty  to  their  country  and 
rendered  it  entirely  to  the  generals. 
{Continued  on  pafie  100) 


Get  these  Facts 
and  Win  the  West 


Oakland/Alameda  County's  fact-filled  Grow  West  kit  shows 
you  how  you  can  capture  Western  markets  with  a  plant  or 
warehouse  in  Northern  California's  Number  One  market. 

There's  a  new  plant  site  booklet  with  a  sampling  of  33  sites 
available  throughout  Alameda  County.  Another  booklet  details 
the  good  living  enjoyed  by  our  one  million-plus  residents. 

Fact  sheets  pinpoint  details  you'll  want  in  considering  a  facility 
here.  They  cover  climate,  per  capita  income,  transportation  and 
distribution,  governmental  services,  living  style,  energy  for  in- 
dustry, research  and  education  material  resources,  laborsupply. 

Take  60  minutes  to  read  the  Grow  West  kit.  Then  call  us 
collect  so  we  can  arrange  an  inspection  tour  for  you.  It  may 
be  the  call  that  wins  the  West  for  your  company. 


Oakland  I  Alameda  Co 


Clip  this  coupon  to  your  lutterhead  and  .send  to: 

To:  New  Industries  Committee,  Suite    204 

1320  Webster  Street 

Oakland,  Calif.  94612 

(Phone:  (415)  451-7800) 
ALAMEDA       •       ALBANY      •       BERKELEY      •       EMERYVILLE 
FREMONT       •       HAYWARD       •      LIVERMORE       •      NEWARK 
OAKLAND    •    PIEDMONT    •    PLEASANTON    •    SAN  LEANDRO 
UNION  CITY     •     RURAL  ALAMEDA  COUNTY 
Unincorporated  Areas:  Castro  Valley    •    Dublin    •    San  Lorenzo 


Name_ 


_Title_ 


Company  Name_ 

Address. 

City 


_State_ 


-Zip. 
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Reynolds 

reclamation  plan  for  aluminum  cans 

and  other  aluminum  scrap. 


In  Los  Angeles  alone,  Reynolds 
test  program  got  people  to  redeem 
over  1,000,000  aluminwn  cans  per 
month.  Now  we're  working  on  six- 
teen more  states. 

Answers  to  the  hard  problems — 
such  as  litter  and  solid  waste  dis- 
posal—don't come  easy.  But,  with 
effort  and  persistence,  they  do 
come. 

Reynolds  has  working  proof  of 
this  with  its  anti-Utter,  aluminum 
can  recycling  program.  Starting  in 
Miami  over  three  years  ago,  we've 
developed  approaches  that  are  now 
about  to  be  put  to  work  in  16 
states. 

They'll  be  pulling  used  alumi- 
num cans  and  other  discarded 
aluminum  products  off  the  scrap 


heap  and  back  to  our  reclamation 
plants.  They'll  be  helping  to  clean 
up  our  streets  and  conserve  our 
nation's  resources  at  the  same  time. 

Los  Angeles  gets  involved. 

We  know  these  programs  work. 
One  plan,  with  a  Reynolds  promo- 
tion drive  behind  it,  has  Los 
Angeles  citizens  bringing  more 
than  a  million  cans  a  month  into 


our  plant  there.  It  has  not  only^ 
made  Los  Angeles  people  more; 
aware  of  their  litter  problem,  iti 
has  involved  them,  stimulated  them  i 
into  doing  something  about  it. 

Now  we're  expanding  our  Miami 
effort  to  cover  all  of  Florida.  We'll 
be  launching  our  campaign  in  New 
York  City,  and  will  move  into 
northern  New  Jersey,  Houston, 
San  Francisco,  and  the  Pacific 
Northwest. 

In  addition,  we  are  working  with 
Adolph  Coors  Brewing  Company 
of  Colorado  to  help  reclaim  their 
used  aluminum  beer  cans.  We'll 
be  taking  their  cans  from  Arizona, 
Colorado,  New  Mexico,  Wyoming, 
Utah,  Nevada,  Kansas,  Oklahoma 
Texas,  and  California. 


\ 


Used  aluminum  is  valuable. 

What  makes  the  program  work  is 
the  basic  value  of  aluminum  itself. 
Scrap  aluminum  is  worth  $200  a 
ton,  because  it  can  be  melted  down 
and  reused  so  readily.  Scrap  steel, 
by  comparison,  brings  only  $20 
a  ton;  paper,  $16  a  ton. 

So  used  aluminum  cans  are 
worth  picking  up,  worth  saving 
and  taking  to  a  reclamation  plant. 
Reynolds  is  able  to  offer  Vxi  per 
can,  and  to  suggest  that  Boy  Scouts, 
hospital  charity  groups,  and  other 
organizations — and  individuals — 
raise  funds  by  collecting  and  re- 
turning aluminum  scrap. 

They're  taking  our  suggestions. 
One  million  cans  that  don't  show 


up  in  Los  Angeles  garbage  heaps 
every  month  prove  that. 

Letters  for  anti-litter. 

Our  anti-litter  efforts  have  brought 
us  much  applause  from  Boy 
Scout  officials.  Congressmen,  Keep 
America  Clean  groups,  civic  lead- 
ers, and  many  others.  But  our  chief 
satisfaction  is  in  being  able  to  help 
with  this  most  difficult  and  impor- 
tant problem.  We  intend  to  keep 
at  it,  and  to  work  even  harder. 
Reynolds  Metals  Company,  P.O. 
Box  2346-LH,  Richmond,  Virginia, 
23218. 


REYNOLDS 

where  new  ideas  take  shfipe  in 

ALUMINUM 


Individuals  and  organizations  bring  all- 
aluminum  cans  to  the  Reynolds  reclamation 
center. 
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Used  cans  pass  through  a  magnetic  separator 
and  are  then  shredded. 
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After  shipment  to  reclomation  plants,  the 
shredded  aluminum  is  melted  and  cast  into 
secondary  ingots. 


Ingots  then  move  into  other  Reynolds  plants 
to  be  formed  into  sheet,  plate  or  other  mill 
products. 


The  recycled  aluminum  re-enters  the  econ- 
omy in  a  variety  of  attractive,  durable  new 
products. 


Some  questions 
for  manufacturers 
looking  for  new 
plant  locations. 


Before  authorizing  the  search,  here 
are  some  questions  for  your  staff. 

•  Will  our  survey  be  made  imparti- 
ally, free  from  internal  prejudices 
and  external  pressures? 

•  Will  the  results  be  presented  with 
clearly  defined  recommendations 
backed  up  by  facts? 

•  Will  the  survey  be  handled  con- 
fidentially so  that  we  have  complete 
control  of  publicity? 

•  Will  the  survey  be  made  in  logical 
sequence,  isolating  the  best  loca- 
tion step  by  step? 

•Can  my  people  sift  the  many 
claims  they'll  receive? 

•  Do  we  have  the  resources  to  fol- 
low through  on  optioning  and  prov- 
ing out  a  site? 


An  Austin  Plant  Location  Survey  is 
one  of  seven  Austin  engineering- 
economic-consulting  services  which 
are  an  important  initial  step  in  a 
systems  approach  to  the  develop- 
ment of  solutions  to  plant  facility 
problems. 

Austin  specialists  begin  by  analyz- 
ing your  objectives  as  well  as  the 
methods  available  to  attain  them. 
Alternative  solutions  are  carefully 
studied  with  the  aim  of  combining 
all  resources  —  men,  machinery, 
materials,  and  money  —  into  the 
most  effective  answer  to  your  prob- 
lem. This  systems  approach,  based 
on  nearly  a  century  of  service  to 
commerce  and  industry,  produces 
measurable  benefits  in  time,  effort 
and  money  for  Austin  clients. 


AUSTIN  CONSULTING  SERVICES 

Facility  Analyses 
Feasibility  Studies 
Plant  Location  Surveys 
Site  Evaluation,  Selection 
and  Planning 

Land  Development  Planning 
Utility  Analyses 
Material  Handling  and 
Distribution  Studies 

Austin  offers  any  or  all  of  these 
services  in  addition  to  its  design, 
engineering  and  construction  serv- 
ices for  industrial,  commercial  and 
institutional  facilities.  For  further 
information,  please  write,  wire  or 
teletype:  The  Austin  Company, 
3650  Mayfield  Rd.,  Cleveland,  Ohio 
44121. 


THE  AUSTIN  COMPANY 

Designers  •  Engineers  •  Builders 


Construction  financing  available  at  this  time  \ 
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'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


CONTRARY  TO  WELL-FOUNDED  RUMORS 

From  the  top  of  Wall  Street  towers,  you  can  see  a  roller  The  one  at  11  Wall  Street  isn't  the  same,  though  the 

coaster  across  the  river  at  Palisades  Amusement  Park.  sensations  provided  customers  are  similar. 

SUCH  IS  FAME 

When  Forbes'  subscriber  labels  went  from  stencils  onto  next  to  the  address  headed:  "UNDELIVERABLE." 

computer  rolls,  the  Secretary  of  State's  address  appeared  as  And   the  box  marked  "Moved-Left  no   address"  was 

checked. 

Now,  where  in  the  world  do  you  suppose  he  has  gone? 


'2201  C  Street,  Washington,  D.C.  20520." 
The  Forbes  issue  so  addressed  came  back  with  a  sticker 


HEY,  THEY'RE 

Methinks  perhaps  one  or  two  of  you  have  also  wondered 
if,  these  days,  college  attenders  ("enrolees"  might  be  a 
more  descriptive  tag)  were  taking  any  time  to  learn  any- 
thing—in the  academic  sense. 

While  there  is  still  little  visible  evidence  that  formal  edu- 
cation is  any  longer  a  college  requirement,  a  recent  de- 
velopment has  happily  convinced  me  some  undergraduates 
have  learned  one  thing  of  most  important  value  (whether 
it's  worth  four  years  tuition  or  not  is  something  for  us— no, 
them— to  decide  a  while  from  now). 

Naturally,  Princeton  pioneered  in  pointing  the  way  to  this 
next  and  useful  knowledge.  Nothing  so  brought  together 
almost  all  the  diverse-thinking  collegiate  young  than  the 
President's  invasion  of  Cambodia;  their  intense,  near  unani- 
mous revulsion  and  infuriation  was  vented  in  almost  as 
many  ways  as  there  are  campuses. 

At  old  Nassau,  though,  keen-minded  President  Goheen 
decided  on  the  best  way  for  effective  expression.  He  an- 
nounced that  this  fall,  around  about  election  time,  under- 
graduates will  have  two  weeks  off  to  work  in  Congres- 
sional districts  for  or  against  the  candidate  running  for 
Congress    who    have    been    against    or    for    the   prompt 
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LEARNING! 

winding  up  of  our  15-year-oId  Indochina  war. 

Now  I  have  a  little  bit  of  inside  news  for  you,  based  on  a 
few  years  of  political  experience  acquired  a  number  of 
years  ago. 

No  candidate,  in  his  right  mind,  running  for  any  ofiBce 
would  want  two  dozen  or  200  young  men  and  women  ring- 
ing most  every  doorbell  in  his  district  and  sensibly  present- 
ing—with evident  sincerity— the  reasons  why  this  candidate 
should  not  be  voted  for. 

If  this  approach  spreads— and  it  seems  to  be  doing  so 
with  prairie  fire  rapidity— the  young  of  our  land  will  be 
heard  and  matter  in  a  way  that  is  audible  and  most  mean- 
ingful to  those  who  make  our  laws  and  ultimately  reflect 
our  national  purposes. 

If  these  young  men  and  women  will  perhaps  give  up 
some  length  of  their  hair  and  some  extremes  of  their  attire 
for  the  cause  in  which  they  believe,  and  set  about  with 
decorum  to  say  their  say  doorbell  by  doorbell,  election  dis- 
trict by  election  district,  they  will  learn  what  power  really 
is  in  a  democracy.  And  that  it  doesn't  have  a  dammed 
thing  to  do  with  violence  and  mob  scenes  and  mod  scenes 
and  obscenes. 

15 


LET  'EM  UP  FOR— IN— THE  AIR 


when  Hector  was  a  pup  and  I  was  a  boy,  Pan  American 
was  the  greatest  thing,  the  greatest  company  in  the  brand- 
new  air  transportation  industry.  It  had  pioneered  routes 
across  all  the  oceans  into  many  lands  at  a  time  when  pilots 
still  wore  leather  helmets  and  passengers  wore  parachutes. 
It  innovated,  improvised,  pioneered.  It  went  places. 

As  seems  to  happen  so  frequently  to  people  and  busi- 
nesses, success  over  the  decades  led  to  complacency  and 
ultimately  to  red  ink.  From  the  longtime  pinnacle  when 
Pan  Am  was  virtually  writing  the  book,  the  procedures  and 
the  international  air  agreements  that  were  dutifully  passed, 
promulgated  and  othei^wise  rubber-stamped  by  the  con- 
stituted authorities  in  Washington,  Pan  Am's  affluence 
and  influence  have  declined  now  to  the  point  where  it  is 
receiving  the  wrong  end  of  the  stick,  unfair  treatment— the 
back  of  the  hand. 


One  might  say  if  one  were  allowed  to  pun  in  print,  the 
reigning  Air  has'been  washed  right  out  of  power's  hair. 
Lots  of  Pan  Am's  present  troubles  were  of  its  own  past 
making.  But  the  most  critical  problems  this  truly  great 
American  flag  Carrier  faces  are  not  all  solvable  by  it.  Pan 
Am  needs  some  Capitol  understanding. 

To  those  seeking  opportunity  Horace  Greely  is  said  to 
have  said,  "Go  West  young  man." 

Maybe  Pan  Am  should  reverse  the  direction  and  go  east, 
go  for  Eastern. 

After  all,  both  these  very  important  carriers  are  run 
nowadays  by  a  couple  of  very  wise  men,  and  it's  time  the 
wise  men  of  Washington  (if  that's  not  a  contradiction  in 
terms)  wised  up  to  the  fact  that  flourishing  fiscal  airflne 
health  is  mighty  important  to  the  health  and  wealth  of 
our  country. 


NO  ROOM  ON 

With  such  a  stampede  to  board  the  antipollution  band- 
wagon, some  people  are  falling  off  in  their  attempts  to 
climb  on,  falling  flat  on  their  faces  in  front  of  the  wheels. 

I  have  not  seen  many  better— rather,  worse— examples  of 
totally  misinterpreting  the  feeling  and  movement  of  our 
time  than  this  bit  of  prose  by  Atlantic  Richfield.  In  a  4- 
color  spread  advertisement  in  many  magazines  featuring  a 
photograph  of  a  sizable  snow-surrounded  oil  installation, 
the  copy  reads: 

"When  we  at  Atlantic  Richfield  Company,  pro- 
ducers of  ARCO  brand  petroleum  products,  struck 
oil  in  Alaska's  frozen  tundra,  we  found  things 
haven't  changed  too  much.  The  place  is  the  Arco 
Circle,  200  miles  north  of  the  Arctic  Circle.  Now 
men  are  working  there  24  hours  a  day,  seven  days 
a  week.  They  work  in  temperatures  as  low  as 
45°  below  zero. 
Ordinary  steel  can  shatter  like  glass  trying  to 


THE  BANDWAGON 

drill  through  ground  frozen  as  deep  as  1,500  feet. 
We're  there  because  in  your  neighborhood  we  at 
Atlantic  Richfield  are  your  local  Atlantic  dealer, 
where  we'll  soon  be  introducing  a  full  line  of 
Arco  products. 

He's  so  important  to  us  that  we'll  go  to  the  end 
of  the  earth  to  keep  him  supplied  with  products  to 
take  care  of  your  car." 

Apparently  no  one  at  Atlantic  Richfield  has  gotten  the 
word  that  there's  a  bit  more  concern  by  everyone  as  to 
what  is  being  done  while  getting  the  oil  from  Alaska  to 
preserve  the  ecology  of  the  frozen  north  at  the  same  time. 
Getting  Arco's  products  to  Arco  dealers  is  important,  as  the 
drama  of  it  may  be  moving  to  the  wheels  at  Atlantic  Rich- 
field. But  an  explanation  of  what  they're  doing  in  the 
course  of  that  process  to  help  preserve  the  earth  from  fur- 
ther pollution  might  generate  a  bit  more  excitement  and 
appreciation  on  the  part  of  their  potential  customers. 


On  the  other  side  of  the  coin  was  this  recent  statement 
by— to  the  surprise  of  a  good  many  people— Senator  Ed 
Muskie  (Dem.,  Me.),  who  blew  a  bit  of  a  whistle  at  a  re- 
cent gathering  of  conservationists.  Said  he,  "If  we  try  to 
force  society  back  to  the  Garden  of  Eden,  how  would  we 
live— what  of  jobs,  food,  homes?" 

Forbes  has  shared  a  concern  for  preserving  our  environ- 
ment about  as  long  as  any  publication  and  we  are  most 
happy  to  see  it  now  almost  universally  shared.  But  to  say 
the  only  way  to  end  pollution  is  to  do  away  with  economic 
growth  is  about  the  equivalent  of  saying  the  only  way  we 
can  preserve  the  earth  for  the  living  is  to  do  away  with 
the  living. 


We've  got  the  brains,  we've  got  the  resomces,  and  now 
we  have  the  motivation  to  develop  a  blueprint  permitting 
economic  growth  allied  with  a  technology  for  preserva- 
tion of  the  ecology. 

That  last  line  may  make  a  bum  rhyme,  but  it's  the  fact 
of  the  matter. 

As  usual,  extremism  has  little  or  no  value  in  evolving 
solutions  to  problems. 

TOP  SECRET— APPARENTLY 

There  is  nothing  in  the  world  wrong  with  business  and 
the  economy  and  the  stock  market  that  peace  won't  cure. 


^Malcolm  S.  Forbes, 

Editor-in-Chief 


Forbes  believes  you  will  find  these  observations  pertinent— and  profound.  MSF 
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Notes  and  Comment 

AS  the  defeated  British  regiments 
AA  marched  past  the  files  of 
-^  -^  French  and  American  troops  at 
Yorktown,  the  British  bands,  in  de- 
tached resignation,  played  "The  World 
Turned  Upside  Down."  The  same 
tunc  would  have  been  an  appropriate 
accompaniment  to  the  events  of  last 
week.  For  the  two-hundred-year-old 
American  system  came  under  its  most 
serious  attack  in  modern  times,  not 
from  the  poor,  the  blacks,  or  the  stu- 
dents but  from  the  White  House — the 
fount,  the  pinnacle,  the  keystone  of  the 
established  order.  President  Nixon  be- 
came the  first  President  in  the  history 
of  the  United  States  deliberately  to  or- 
der American  forces  to  invade  another 
nation  on  his  own,  without  seeking  con- 
gressional approval  or  support.  This  or- 
der was  in  disregard  of  the  Constitu- 
tion, the  tempering  strictures  of  our 
history,  and  the  principles  of  the  Amer- 
ican democracy.  It  was,  therefore,  an 
act  of  usurpation. 

Few  prohibitions  are  more  clearly  set 
forth  in  the  Constitution.  That  docu- 
ment makes  the  President  Commander- 
in-Chief,  and  explicitly  states  that  only 
Congress  shall  have  the  power  to  de- 
clare war  or  raise  armies.  The  Fed- 
eralist Papers  reaffirm  what  the  law 
makes  clear:  the  term  "Commander- 
in-Chief"  meant  only  that  the  Presi- 
dent could  direct  the  conflict  after 
Congress  had  decided  to  make  war. 
Hamilton  wrote  that  the  President's 
power  would  be  much  less  than  the 
power  of  the  British  King,  for  "it 
would  amount  to  nothing  more  than 
the  supreme  command  and  direction  of 
the  military  and  naval  forces,  as  first 
General  and  Admiral  of  the  Confed- 
eracy; while  that  of  the  British  King 
extends  to  the  declaring  of  war  and  to 
the  raising  and  regulating  of  fleets  and 
armies — all  which,  by  the  Constitution 
under  consideration,  would  appertain  to 
the  legislature."  This  was  no  casual 
division.   The   fear  of  miliury  power 


under  the  control  of  a  central  govern- 
ment was  one  of  the  most  serious  pop- 
ular objections  to  the  establishment  of 
the  new  nation.  The  only,  way  this 
could  happen,  tlie  founders  responded, 
was  by  a  "continued  conspiracy"  be- 
tween the  executive  and  the  legislature. 
In  this  case,  Hamilton  advised,  "the 
people  should  resolve  to  recall  all  the 
powers  they  have  heretofore  parted 
with  out  of  their  own  hands  ...  in  or- 
der that  they  may  be  able  to  manage 
their  own  concerns  in  person."  As  so- 
phisticated men,  the  Founding  Fathers 
foresaw  some  of  the  dangers  that  lay 
ahead.  They  recognized  explicitly  that 
formal  declarations  of  war  were  going 
out  of  st)'lc,  but  they  still  required  our 
legislature  to  declare  war.  They  saw 
"liow  easy  would  it  be  to  fabricate 
pretences  of  approaching  danger,"  but 
they  said  that  this  would  demand  "a 
combination  between  the  executive  and 
the  legislative,  in  some  scheme  of  usur- 
pation." In  other  words,  the  Constitu- 
tion would  protect  the  American  people 
against  the  misuse  of  military  power  by 
prohibiting  the  executive  from  going  to 
war  without  congressional  approval  and 
prohibiting  Congress  from  directing  the 
war  it  had  started.  Even  this  was  dan- 
gerous, they  acknowledged,  but  it  was 
the  best  that  could  be  done. 

For  over  a  hundred  and  sixty  years, 
the  Constitution  was  followed.  Congress 
declared  the  War  of  1812,  the  Mexi- 
can War  (even  though  there  had  been 
a  somewhat  provoked  attack  on  our 
troops),  the  Spanish- American  War, 
and  both  World  Wars.  In  the  period 
after  the  Second  World  War,  things 
began  to  change.  The  development  of 
Soviet  atomic  power,  the  military  im- 
potence of  Western  Europe,  and  the 
shock  of  Korea  impelled  us  toward  tiie 
creation  of  a  large  peacetime  standing 
Army — -the  first  in  our  history.  It  was 
seen  that  a  sudden  emergency  might  re- 
quire instant  action,  with  no  time  to  go 
to  Congress.  This  implied  exception  to 


Constitutional  principle  was  based  on 
tlie  technological  realities  of  atomic 
war,  and  it  lias  been  invoked  onh' 
once — when  we  intervened  in  the  Do- 
minican Republic.  Tliat  intervention, 
liowever,  was  based  on  tlie  claim  that 
action  within  hours  was  necessary  to 
protect  tlie  lives  of  Americans  trappid 
between  the  contending  forces — simpl\- 
a  traditional  rescue  operation.  This 
claim  may  well  have  masked  otiier 
motives,  but  American  forces  were  not 
committed  to  combat,  and  support  of 
the  congressional  leadership  was  sought 
and  received  witliin  jiours  of  the  order 
to  intervene  and  before  the  Marines 
had  actually  landed. 

In  Korea  in  1950,  President  Tru- 
man acted  pursuant  to  a  resolution  of 
the  Security  Council,  whose  powers  had 
been  confirmed  by  the  Senate  when  it 
consented  to  ratification  of  the  United 
iMations  Charter.  In  addition,  Truman 
met  with  the  congressional  leadership 
of  both  parties  before  ordering  combat 
forces  into  action,  and  he  received  their 
unanimous  support,  along  with  that 
of  the  defeated  Republican  nominee, 
Thomas  Dewey.  Nor  was  there  any 
doubt  of  the  overwhelming  public  and 
congressional  approval  of  his  action — 
at  least  in  the  beginning.  (The  same 
week,  the  draft  was  extended  with  only 
four  dissenting  votes.)  President  Eisen- 
hower sought,  and  received,  congres- 
sional resolutions  authorizing  him  to  act 
in  the  Middle  East  and  in  the  P'ormosa 
Strait.  President  Johnson  himself  asked 
for  a  resolution  at  the  time  of  the  Gulf 
of  Tonkin  incident,  and  it  was  the  liter- 
al verbal  scope  of  this  resolution  that 
was  construed  as  authorizing  all  subse- 
quent action  in  Vietnam.  Yet  such  a 
construction  was  clearly  an  evasion, 
and  it  was  at  this  point  that  the  great 
Constitutional  principle  began  to  decay. 

Now  President  Nixon  has  taken  a 
giant  step.  Not  only  has  he  evaded  the 
spirit  of  the  Constitutional  division  of 
powers  but  he  has  deliberately  ignored 
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its  plain  meaning  and  intent.  He  has 
decided  that  he  will  go  to  war  in  Cam- 
bodia because  he  feels  it  necessary,  no 
matter  what  Congress  wants  or  what 
the  people  think.  He  has  even  im- 
plied that  such  willful  disregard  of 
the  people  and  their  elected  repre- 
sentatives is  an  act  of  noble  self- 
sacrifice,  and  has  hinted  that 
we  should  admire  liis  courage  in 
,  exceeding  the  limits  of  his  Con- 
stitutional powers.  The  war  in 
Cambodia  was  not  an  emergency. 
There  was  time  enough  to  present  the 
matter  to  Congress  for  a  swift  de- 
cision. Indeed,  unconcealed,  debate 
within  the  executive  branch  went  on 
long  enough  to  permit  the  Vietcong 
to  evacuate  the  threatened  area.  But 
the  President  did  not  follow  the  prece- 
dent of  all  his  postwar  predecessors  by 
seeking  assurance  of  congressional  sup- 
port, either  formally  or  through  meet- 
ings with  the  leadership.  Rather,  he 
made  war  by  fiat.  He  has  thus  united 
in  himself  the  powers  that  the  Consti- 
tution divides  and  that  have  remained 
divided  through  our  liistory.  And  this 
comes  from  an  Administration  that 
proclaims  its  devotion  to  "strict  con- 
struction." 

This  is  not  a  technical,  legal  ques- 
tion. In  import,  it  transcends  a  chal- 
lenge to  the  wisdom  of  the  war  itself. 
The  President,  in  effect,  has  said,  "I, 
and  I  alone,  have  decided  to  go  to  war 
in  Cambodia."  Where  does  he  get  that 
power?  The  Constitution  denies  it  to 
him.  He  is  not  acting  under  the  neces- 
sity of  instant  reaction.  He  has  the 
power  only  because  he  asserts  it,  and 
because  the  armies  follow.  In  a  world 
in  which  conflicts  are  interrelated,  there 
is  no  limit  to  the  possibilities  unfolded 
by  this  reasoning.  He  can  invade  Laos 
and  Thailand,  where  Commimists  ar'e 
active.  He  can  enter  North  Vietnam 
itself.  He  can  attack  China,  which  is 
both  a  sanctuary  and  a  source  of  supply 
for  the  Nortii  Vietnamese.  Nor  is  the 
Soviet  Union  exempt,  since  it,  too, 
helps  our  adversaries  in  Vietnam.  Such 
an  assertion  of  authority  is  not  among 
the  prerogatives  of  a  democratic  leader 
in  a  republic  of  divided  powers.  Our 
democracy  is  not  an  elective  dictator- 
ship. It  is  a  government  in  which  all 
elected  officials  have  carefully  limited 
powers.  Suppose  the  President  said  he 
was  going  to  change  the  tax  laws,  be- 
cause the  rates  were  unjust.  What  an 
outcry  we  would  hear.  Yet  how  trivial 
such  an  act  would  be,  compared  to  con- 
centrating   the    power    over   war   and 


peace  in  a  single  office.  The  life  of  de- 
mocracy depends  on  a  common  accept- 
ance, by  people  and  government,  of  the 
limits  of  power.  What  if,  two  years 
from  now,  the  President  should  cancel 
the  elections,  on  the  ground  of  national 
need?  Would  it  be  easy  to  revolt 
against  an  armed  force  of  three 
and  a  quarter  million  men  if  they 
remained  obedient  to  their  Com- 
mander-in-Chief? The  possibility 
now  seems  absurd.  But  it  illumi- 
nates the  fact  that  our  system  works 
only  because  men  have  felt  constrained 
by  its  assumptions.  Courts  and  legisla- 
tures have  neither  guns  nor  treasuries 
to  enforce  their  will.  Now  one  of  the 
most  basic  of  these  liberating  assump- 
tions has  been  swept  away.  It  must  be 
restored. 

Tlie  first  duty  of  resistance  lies  with 
the  legislative  branch.  For  years,  its 
members  liave  been  abdicating  their  re- 
sj)onsibility,  watching  almost  without 
protest  while  their  authority  was  eroded 
and  their  mandates  were  evaded.  The\- 
Jiave  allowed  their  power  to  be  usurped. 
Now  the\'  are  scorned  and  ignored,  be- 
cause the  President  is  confident  that 
they  have  neither  the  courage  nor  the 
will  to  challenge  his  action — that  each, 
looking  to  Ins  own  interest,  will  allow 
the  common  cause  to  decay.  If  this  is  a 
true  judgment  and  the  President's  act 
is  not  repudiated,  then  they  will  have 
denied  the  oath  they  took  to  uphold  the 
Constitution.  For  Congress  is  the  peo- 
ple's guardian.  The  authors  of  the  Fed- 
eralist Papers  reassured  the  doubtful 
that  "in  the  only  instances  in  which  the 
abuse  of  the  executive  authority  was 
materially  to  be  feared,  the  Chief  Mag- 
istrate of  the  United  States  would  .  .  . 
be  subjected  to  the  control  of  a  branch 
of  the  legislative  body.  What  more  could 
be  desired  by  an  enlightened  and  reason- 
able people?"  What  more  indeed? 

The  other  possibility  is  the  Supreme 
Court.  In  1952,  President  Truman 
seized  the  steel  mills,  because,  he 
claimed,  a  steel  strike  was  endanger- 
ing the  war  effort  in  Korea.  The  Su- 
preme Court  decided  that  he  had  no 
such  power  and  ordered  him  to  return 
the  mills.  The  Court's  opinion  con- 
cluded, "The  Founders  of  this  Nation 
entrusted  the  lawmaking  power  to  the 
Congress  alone  in  both  good  and  bad 
times.  It  would  do  no  good  to  recall  the 
historical  events,  the  fears  of  power  and 
the  hopes  for  freedom  that  lay  behind 
their  choice.  Such  a  review  would  but 
confirm  our  holding  tliat  this  seizure 
order  cannot  stand."  How  mucli  more 


does  this  invasion  transgress  those  same 
.hopes  and  fears. 

There  are  many  ways  to  bring  the 
issue  to  the  Supreme  Court.  The  Sen- 
ate itself  might  instruct  its  leaders  to' 
bring  an  action  to  restrain  the  President 
or  the  Secretary  of  Defense  from  or- 
dering further  combat  in  Cambodia. 
This  would  be  an  unprecedented  re- 
spoh.se  to  an  unprecedented  act.  How- 
ever, the  issue  is  Constitutional,  and  is 
tjuis  within  the  jurisdiction  of  the  fed- 
eral courts.  And  surely  no  individual  or 
institution  has  greater  standing  to  bring 
such  an  action  than  a  branch  of  the 
very  body  whose  powers  have  been 
taken  away.  Another  route  hes  through 
the  recent  Massachusetts  statute  that 
makes  it  unlawful  to  require  any 
resident  of  that  state  to  serve  out- 
side the  United  States  in  an  unde- 
clared war.  The  Attorney  General  of 
Massachusetts  has  been  instructed  by 
tlie  law  to  bring  an  action  in  the  Su- 
preme Court  in  order  to  prevent  such 
service  from  being  required.  In  relation 
to  Vietnam,  the  passage  of  the  bill  was 
a  symbolic  action.  In  the  case  of  the 
Cambodian  invasion,  tlie  law  could  be  a 
vehicle  for  resolving  a  momentous  issue. 
Would  the  Court  decide?  No  one  can 
be  sure.  But  it  alone  can  decide,  and 
that  is  its  responsibility.  Discussing  the 
Supreme  Court,  Hamilton  wrote  that  it 
must  Jiave  tlie  power  to  invalidate  all 
acts  by  the  other  branches  of  govern- 
ment which  are  contrary  to  the  Con- 
stitution. "To  deny  this,"  he  said, 
"would  be  to  affirm  that  the  deputy 
is  greater  than  his  principal;  that  the 
servant  is  above  his  master;  that  the 
representatives  of  the  people  are  supe- 
rior to  the  people  themselves;  that  men 
acting  by  virtue  of  powers  may  do  not 
only  what  their  powers  do  not  author- 
ize but  what  the)'  forbid." 

The  President  has  now  declared 
himself  superior  to  the  people,  to  the 
legislature,  and  to  the  laws.  We  have 
lasted  as  a  functioning  democracy  for 
almost  two  lumdred  years.  The  foun- 
dation of  that  democracy  has  been  a 
vigilant  regard  for  the  principle  that  no 
one  man  or  institution  shall  impose  an 
unrestrained  will  on  the  decisions  that 
shape  the  nation.  If  the  American  peo- 
ple now  let  this  principle  be  eroded, 
while  the  capacity  for  resistance  still  re- 
mains, then  we  will  deserve  our  fate. 
For  we  will  have  lost  the  ultimate 
protection  of  liberty,  stronger  than 
governments,  more  enduring  than 
constitutions — the  will  of  a  people  to 
be  free. 
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THE  SITE  SEEKERSi 


'^IVell,  that  narrows  it  down  to  the 

East- North-Central  and  East-South-Central  Zones. , . 

so  why  dont  we  take  a  closer  look  now  at  where  the  two  meet: 

the  3-state  CINCINNATI  GAS  &  ELECTRIC  Area! 


Tell  us  how  close  a  look  you  want.  We'll  provide  facts,  studies,  maps,  or  a  conducted  tour.  Write  or  call  James  A.  Wuenker  (513-632-2595) 

Area  Development  Division,  The  CINCINNATI  GAS  &  ELECTRIC  Co.  Cincinnati,  Ohio  45202 
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GfORGE  WASHINGTON 
Statesman 


DANIEL  BOONE 
Explorer 


l^-'^ 
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THOMAS  *   EOISON 
Inventor 

JANE  AODAUS 

Humanitarian 


'r 


S«M4IElCli 
Writer       , 


V 


Ih  hoeor  of  the  200th  birthday 
of Amerieae  fcedom 

TheRwiiHmMEBtijTOtesyoMtd 


'^  Join  in  selecting  the  men  and  women  who  have 
contributed  most  to  our  American  Heritage  and. . . 

^  Qualify  for  a  limited  issue  of  commemorative  medals  in  Solid  BA 
or  Sterling  Silver — minted  in  honor  of  these  Great  Americans 


You  join  this  advisory  board 

in  choosing  the  Great  Americans 

to  be  honored  in  coming  years 

DR.  JAMES  B.RHOADS 
Archivist  of  the  United  States 

DR.  BRUCE  CATTON 

Senior  Editor,  American  Heritage  Magazine 

DR.  ERIC  F.GOLDMAN 

Professor  of  History,  Princeton  University 

GARRISON  H.  DAVIDSON,  LT.  GEN. 

U.S.A.  (Ret.) 
Past  Superintendent,  West  Point 

FRANCIS  RUSSELL 

Award-winning  author  and  historian 

(MRS.)  RAE  V.  BIESTER 
Past  National  President,  American  Legion  Auxiliary 

GEORGE  A.  BEACH 

President,  The  American  Negro  Commemorative  Society 

DR.  V.  CLAIN-STEFANELLI 

Curator  of  Numismatics,  Smithsonian  Institute 

HARRY  GOLDEN 

Editor,  publisher,  writer,  lecturer 

DR.  JOHN  A.  GARRATY 

President,  Society  of  American  Historians 


J( 


The  Gallery  of  Great  Americans  will  be  open  to  the  public. 


AMERICAN   FREEDOM  WILL  SOON  BE  200  YEARS i 
yvThis  is  but  a  fortnight  in  the  history  of  civilization.  1 
short  time  a  great  country  has  been  forged  out  of  the  toun 
of  the  American  spirit.  Free  men  and  women  did  it.  Many  oijjj 
from  humble  beginnings. 

It  is  time  that  the  men  and  women  who  have  contributec 
to  our  American  heritage  be  given  an  appropriate  tribi 
permanent  commemoration  that  can  serve  as  an  inspiration 
youth  of  today,  and  tomorrow. 

The  Franklin  Mint  has  resolved  to  do  just  that — to  estal 
permanent  Gallery  of  Great  Americans  at  Franklin  Center, 
sylvania,  near  the  birthplace  of  American  freedom  almos 
centuries  ago.  The  Gallery  will  become  a  constantly  expa' 
living  center  of  national  pride  with  permanent  exhibits  d 
tically  telling  the  stories  and  portraying  the  achievements 
Great  Americans  honored. 

To  give  as  many  people  as  possible  the  opportunity  to  bi 
acquainted  with  the  Gallery,  The  Franklin  Mint  will  also  pt 
and  distribute  a  series  of  finely  engraved  commemorative  n  „ 
immortalizing  each  of  the  men  and  women  who  are  selected 
included  in  this  historic  shrine. 

A  distinguished  group  of  citizens,  acting  as  an  advisory  1 
has  selected  one  person  in  each  of  twelve  categories  to  be  ho 
in  the  first  year.  These  Great  Americans,  pictured  above,  v 
the  subjects  of  the  12  commemorative  medals  to  be  mini 
Solid  Bronze  and  Sterling  Silver  during  1970,  and  soon  thep 
their  achievements  will  be  magnificently  portrayed  in  indh 
exhibits  in  the  Gallery. 

The  selections  for  1971  and  future  years  will  be  made  b) 
and  by  other  interested  citizens — in  the  most  democratic  mi 
hy  ballot.  Our  board  of  advisors'  nominations  for  1971  ap|H 
the  ballot  at  the  right.  Now,  the  choice  is  yours.  Cast  yout 
for  one  nominee  in  each  category — or,  if  you  prefer,  write  ir 
own  selections. 

Long  after  this  historic  celebration  is  past,  the  commemo 
medals  struck  in  response  to  this  balloting  will  form  an  imp 
able  record  of  our  nation's  history. 

Your  Vote  Makes  You  Eligible  to  Acquire  a  Proof  Set 

First  Edition  Proof  Sets  of  this  heirloom  series  of  commemo 

medals  are  available  only  to  those  participating  in  this  ele 

It  is  important  to  note  that  there  is  no  obligation  to  s 
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^-^  T 

lEs/tuouaoN 

WILL  ROGERS 
Entertainer 

JIU  THORPE 
Athlete 

JOHN  J    PERSHING 
Mililary  Hero 


lese  12  Americans  will  he  honored  in  1970  with 
nanent  place  in  the  Gallery  of  Great  Americans. 
Who  will  you  select  for  honors  in  1971? 


The  medals  are  39  mm  in  diameter 

ger  than  a  silver  dollar).   Handsome 

0  X  10  inch  plaques  for  each  year, 

which  can  either  be  framed 

kept  in  their  original  slipcase,    are 

rd  with  each  First  Edition  Proof  Set. 


oof  Set   On  the  contrary,  it  is  a  privilege  extended  exciu- 

0  those  who  participate  in  this  election.  You  may  vote  with- 
>scribing  to  a  Proof  Set,  but  you  may  not  subscribe  to  a 
ief  without  voting. 

Your  own  personalized  Proof  Set 

decide  to  exercise  your  option  to  acquire  a  Proof  Set,  each 
will  be  individually  struck  in  your  choice  of  Solid  Bronze 
ling  Silver — and  will  be  inscribed  with  your  personal  sub- 
in  number  on  its  rim — a  perpetual  certification  of  its  au- 
ity  and  First  Edition  Proof  status, 
ing  of  the  Proof  Sets  will  begin  in  July  1970.  The  first  two 

will  be  issued  in  July,  then  two  per  month  for  the  remain- 
tonths  of  the  year.  In  1971  and  thereafter,  only  one  medal 
nth  will  be  issued.  In  order  to  maintain  your  subscripti,on 
;e  beyond  1971,  you  must  continue  to  participate  in  the 

elections.  This  will  also  give  you  the  satisfaction  of  know- 

1  are  a  continuing  part  of  this  exciting  commemoration  of 
lerican  Heritage. 

e  is  a  limit  of  one  Proof  Set  per  voting  subscriber.  The  cost 
)  per  medal  if  you  choose  your  Proof  Set  to  be  minted  in 
;  Silver  or  $3.50  per  medal  if  you  specify  Solid  Bronze, 
e  give  your  ballot  the  careful  and  immediate  consideration 
mts,and  mail  it  promptly.  It  affords  you  a  rare  opportunity 

your  place  in  what  our  late  President,  John  F.  Kennedy, 
'the  high  court  of  history."  At  the  same  time,  if  you  ex- 
our  privilege  to  subscribe  to  a  First  Edition  Proof  Set,  you 

acquiring  a  collection  of  significant  historical  and  educa- 
ralue — an  heirloom  you  personally  helped  to  create. 


Collectors  prize  this  symbol.  It  is  the  hallmark  of  The  Franklin  Mint, 
an  assurance  of  flawless  quality  which  will  be  impressed  on  every 
medal  in  this  series  The  Franklin  Mint,  the  largest  private  mint  in 
d,  is  an  independent  publicly  owned  corporation,  and  is  not  affiliated 
•  U.  S.  Mint  or  any  other  governmental  agency.  The  Franklin  Mint 
1  currency  for  foreign  countries,  medals  for  the  United  Nations,  and 
sues  for  many  of  the  great  institutions  of  America. 


THE  FRANKLIN  MINT 

Franklin  Center,  Pennsylvania  19063 


THE  FRANKLIN  MINT 
GALLERY  OF  GREAT  AMERICANS 


OEHCIAL 1971  BALUOT 

Must  be  postmarked  by  July  4,  1970 


Vote  for  only  one  candidate 
own  choice: 
Statesmen  &  Patriots 

n    Benjamin  Franklin 
n   Thomas  Jefferson 
D   Woodrow  Wilson 

D  _— - . 

Explorers  &  Pioneers 

D   Richard  '£.  Byrd 

□  Meriwether  Lewis 
D   Robert  E.  Peary 

D 

Inventors  &  Discoverers 

D   Alexander  Graham  Bell 

D   Eli  Whitney 

D   Wilbur  &  Orville  Wright 

D  . 

Scientists  &  Physicians 

D  George  Washington  Carver 
D   Walter  Reed 
D   Benjamin  Rush 

□   

Educators  &  Lawyers 

D   Oliver  Wendell  Holmes 
D   Horace  Mann 
D   John  Marshall 

D  

Humanitarians  & 
Social  Leaders 

D  Samuel  Gompers 

D   Helen  Keller 

n   Martin  Luther  King 

D 


in  each  category  or  write  in  your 

Business  &  Industrial 
Leaders 

D   Andrew  Carnegie 

D   Marshall  Field 

a  John  D.  Rockefeller 

D  — 

Writers  &  Poets 

D   Ernest  Hemingway 
D   Edgar  Allan  Poe 
D   Walt  Whitman 

D  - 

Artists  &  Composers 

n   George  Gershwin 

D   W.  C.  Handy 

n   Frederic  Remington 

D  

Actors  &  Entertainers 

n   John  Barrymore 
D   Edwin  Booth 
D   W.  C.  Fields 

D  . 


Athletes  &  Sports  Heroes 

HKnute  Rockne 
George  (Babe)  Ruth 
D   Barney  Oldfield 

D  . . 

Military  Heroes 

D   Ethan  Allan 

D   Andrew  Jackson 

D   Douglas  MacArthur 

D  — ^ 

NOTE:  Ballots  must  be  postmarked  by  July  4,  1970  and  re- 
ceived by  July  10,  1970  to  be  included  in  the  count.  Results  of 
the  balloting  will  be  nationally  publicized. 

OPTIONAL 
PROOF  SET  RESERVATION  FORM 

Those  balloting  have  the  exclusive  right  to  acquire  a  Proof  Set 
of  the  medals  issued  by  the  Gallery  of  Great  Americans.  If  you 
wish  to  exercise  this  right,  please  indicate  so  below.  Please  note 
that  there  is  no  obligation  to  order  this  set  of  medals.  On  the 
contrary,  it  is  a  privilege  extended  only  to  those  who  participate 
in  the  election. 

The  Franklin  Mint 

Franklin  Center,  Pennsylvania  19063 

I  wish  to  exercise  my  option  as  a  participant  in  the  Great 
Americans  election  to  subscribe  to  a  First  Edition  Proof  Set. 

I  understand  that  the  medals  in  this  series  will  be  issued  at 
the  rate  of  two  per  month  for  the  balance  of  1970  and  one  per 
month  in  1971.  It  is  further  understood  that  I  must  cast  a  ballot 
each  year  in  order  to  maintain  my  subscription  privilege  beyond 
1971.   I  would  like  my  Proof  Set  struck  in: 

(CHECK  ONE  ONLY) 

D  Solid  Sterling  Silver  @  $8.75*  per  medal. 

D  Solid  Bronze  @  $3.50*  per  medal. 

If  my  subscription  is  accepted,  I  understand  that  each  medal 
will  be  struck  expressly  for  my  account,  and  I  agree  to  pay  for 
them  promptly  upon  being  invoiced  on  a  monthly  pre-payment 
basis.  "Plus  sales  tax  where  applicable. 


NAME 

(Please  Print) 

ADDRESS 

CITY 

STATE                      ZIP 

SIGiVATURE 

LIMIT- 

ONE  PROOF  SET  PER  SUBSCRIBER 

Musi 

3e  Postmarked  by  July  4, 1970             G  u 

I 


f 


I 


I 


I 


I 


I 


I 


I 


I 
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Alco  Standard's  56  member  com- 
panies operate  under  the  same 
names,  in  the  same  manner,  and 
with  the  same  management  as  be- 
fore. 

Prior  to  joining  Alco,  these  com- 
panies were  operated  successfully 
by  their  founders  or  men  closely 
associated  with  the  founders.  Their 
owner-managers,  however,  were 
frustrated  by  difficulty  in  obtain- 
ing investment  capital  and  in- 
creasingly complex  administrative 
details. 

So  they  joined  together  in  a 
"Corporate  Partnership"  to  gain 
the  financial  leverage  of  a 
$305,000,000  corporation.  Admini- 
strative details  have  been  turned 
over  to  a  corporate  staff  of  special- 
ists in  modern  business  practices. 
And  the  partners  are  free  to  con- 
centrate on  what  they  know  best 
■ — producing  and  selling  their  goods 
or  services  at  a  profit. 
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FIVE  YEAR  RECORD* 


$146.6 


$125 


$100 


$75 


$50 


$25 


'65    '66    '67     '68    '69 

*From  1969  annual  report 

Listed  on  New  York  Stock  Exchange 
Ticker  symbol :  ASN 

j^LiHn  ST/qNCD/qRD 

"The  Corporate  Partnership" 


Alco  Standard's  partners  retain 
their  owner-management  incentive 
through  holdings  of  the  corpora- 
tion's stock.  They  have  a  personal 
stake  in  Alco's  growth  and  the 
operating  autonomy  to  achieve  it. 

And  achieve  they  have.  Alco's 
companies  have  increased  their 
number  of  employees  by  22  percent 
since  1965.  Wages  and  salaries  paid 
have  increased  48  percent. 

Shareholders  have  seen  earnings 
per  share  jump  from  38  cents  in 
1965  to  $1.55  in  1969.  Total  assets 
have  increased  from  $14.9  million 
to  $146.6  million  during  this  period. 

With  results  like  this,  there's 
little  need  for  changes. 


Total  assets  are  just  one  measure 
of  Alco  Standard's  rapid  and  profit- 
able growth.  Our  1969  annual  re- 
port has  all  the  details.  Write  Alco 
Standard  Corporation,  Valley  Forge, 
Pennsylvania  19481. 
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Detroit:  A  New  Era 

The  automobile  industry's  problems  go  far  deeper— and  will 
last  much  longer— than  the  current  economic  downturn. 


The  big  automobile— roomy,  power- 
ful, a  virtual  trademark  of  U.S.  afflu- 
ence—is in  a  decline.  Detroit's  so-called 
full-sized  cars  amounted  to  over  9-5^ 
of  the  automobile  market  in  1949;  this 
>  ear  they  are  down  to  only  46.5%. 

The  big  car  is  not  going  to  disap- 
pear. But  it  is  virtually  certain  to  suf- 
fer further  shrinkage  in  its  market 
share.  A  failure  to  recognize  this  trend 
—or  a  reluctance  to  do  so— is  largeK 
responsible  for  the  huge  surge  of  im- 
ports the  past  few  years.  The  facto- 
ries where  Detroit's  big  ones  are 
turned  out  have  been  cutting  back 
production  this  year.  At  the  same 
time,  \'olkswagen,  Toyota,  Datsun, 
Fiat  and  \'olvo  all  say  their  problem 
is  a  shortage  of  cars,  not  customers. 
Meanwhile,  every  U.S.  manufacturer 
is  rushing,  belatedly  it  would  seem,  to 
grab  some  of  the  subcompact  market. 

Last  year,  imports  grew  to  1.1  mil- 
lion imits,  mostly  subcompacts  the 
size  of  Volkswagen,  to  take  11%  of  the 
new-car  market.  So  far  in  1970,  im- 
ports have  grabbed  13%  of  the  market 
and  keep  gaining.  Volkswagen  of 
America  e.xpects  to  sell  600,000  cars; 
Toyota  predicts  sales  of  180.000;  Dat- 


sun aims  for  150,000;  strike-bound 
Fiat  had  hoped  for  60,000.  Altogether, 
foreign  cars  could  top  1.3  million  in 
1970,  15%  of  an  otherwise  depressed 
market  of  about  8.6  million  new  cars. 
"By  1980  there  will  be  few  big  cars 
around  in  this  country,"  says  Alex- 
ander D.  Breckwoldt,  a  vice  presi- 
dent of  Volkswagen  of  America.  He 
may  be  overly  dramatic,  but  the  trend 
is  unmistakable. 

Force  of  logic 

The  importers  argue  that  big  cars 
are  no  longer  status  symbols,  at  least 
not  among  the  younger  generation; 
that  they  are  too  expensive;  that  they 
are  troublesome  in  city  driving.  Per- 
haps most  significant,  they  think  that 
big  cars  may  become  a  victim  of  an 
affluent  society.  In  more  and  more 
families,  they  say,  everyone  will  have 
his  own  car.  But  they  won't  have  big 
cars.  "People  might  keep  one  big  car 
in  the  family,"  says  Shoji  Hattori,  pres- 
ident of  Toyota's  U.S.  operations.  "But 
the  other  two  or  three  cars  will  be 
economy  cars." 

Some  U.S.  automen  blame  Detroit's 
lagging  sales  primarily  on  the  reces- 


sion. But  they  do  not  shrug  o£F  the 
trend  to  smaller  cars:  The  Big  Three 
are  now  rushing  to  join  the  parade. 
This  fall  Ford  will  introduce  a  sub- 
compact  Pinto  and  a  compact  Comet, 
Chevrolet  its  subcompact  Vega  2300. 
In  1971  two  more  new  small  cars  are 
due  from  Chrysler. 

Some  Detroit  diehards  like  to  recall 
the  late  Fifties  and  early  Sixties,  when 
the  small-car  challenge  of  Rambler, 
Studebaker  and  the  imports  was 
turned  back  by  Detroit's  own  com- 
pacts, which  then  steadily  grew  in 
size,  price  and  profitability. 

But  most  Detroiters  realize  that  his- 
tory may  not  repeat  itself.  This  time 
the  small  car  could  well  be  here  to 
stay.  Already  nearly  60%  of  new  cars 
sold  are  not  full  size  but  rather  inter- 
mediate, compact  or  subcompact.  The 
new  small-car  lines  being  introduced 
by  Detroit  could  even  increase  that 
percentage. 

Most  of  the  U.S.  industry  stands  to 
lose  from  this  trend  even  if  it  reverses 
the  foreigners'  gains  in  market  shares. 
Ford's  executive  vice  president,  Lee 
lacocca,  who  is  credited  with  the  suc- 
cessful Mustang  and  Maverick,  admits 


We'//  Share.  Defroit  is  unhappy  with  the  growing 
sales   of   Datsun   (left)  and  Toyota  (right).   Replies 


Datsun's    Kaiayama:    "We    are    not    invading    the 
U.S.  like  Henry  Ford  says.  We  can  share  a  market." 
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that  Ford  risks  taking  more  sales  away 
from  its  bigger  cars  than  from  the 
imports.  And  every  Mercury  sale  lost 
to  a  small  car,  even  if  Ford  makes  it, 
means  a  reduction  of  profit. 

"The  small  cars  don't  have  the  same 
built-in  profit  as  the  bigger  cars,"  la- 
cocca  concedes.  He  does  feel  that  the 
smaller  cars  "benefit  from  simplicity, 
lower  labor  content  and  so  forth.  If 
we  sell  in  the  volume  expected,  there 
is  substantial  profit  to  be  made."  In  an 
industry  famous  for  unequivocal  op- 
timism, lacocca's  hedging  reveals  how 
deeply  worried  Detroit  is.  And  with 
good  reason:  In  its  first  year.  Ford's 
compact  Maverick  has  cannibalized 
sales  of  Falcon  and  even  Mustang. 

Already  the  Big  Three's  profits  are 
suffering  greatly  from  slightly  lower 
sales,  a  shift  toward  cheaper  cars,  and 
increased  costs  of  material  and  labor. 


On  record  sales  of  $24.3  billion  last 
year.  General  Motors  netted  $5.95  a 
share,  well  below  its  record  $7.41  in 
1965,  for  a  return  on  stockholders' 
equity  of  18%.  Ford  did  worse,  onl^ 
a  12%  return.  And  Chrysler,  which  lost 
money  in  the  last  two  quarters,  re- 
turned just  4%  last  year. 

Clearly,  Detroit  needs  a  boom  in 
big-car  sales,  for  the  plain  fact  is  that 
small  cars  mean  small  profits;  two 
$2,000  subcompacts  don't  yield  as 
much  profit  as  one  $4,000  full-size 
car.  Detroit  can  recoup  some  of  the 
loss  from  the  sale  of  optional  items: 
automatic  transmissions,  air-condition- 
ing and  so  on.  Presumably,  the  family 
that  saves  by  buying  a  smaller  car  has 
money  to  spare  for  fancy  options.  Un- 
fortunately, however,  small  cars  rarely 
need  extras  like  power  steering  and 
power    brakes,     and     their     optional 


Make  Room  for  the  Japanese 


So  deliberately  has  Toyota  aimed 
certain  models  at  the  U.S.  market 
that  some  auto  writers  joke  that 
Toyotas  are  really  American  cars 
that  happen  to  be  built  in  Japan. 
In  contrast,  the  Datsun,  made  by 
archrival  Nissan  Motor,  looks  more 
Italian  than  American.  Either  way, 
these  two  Japanese  cars  are  sec- 
ond only  to  Volkswagen  (sales  over 
500,000)  among  foreign  makes  in 
the  U.S.  Toyota  sales  jumped  from 
6,400  in  1965  to  130,000  last  year, 
while  Datsun's  rose  from  18,000  to 
87,000.  This  despite  the  fact  that 
both  Japanese  cars  are  sold  primari- 
ly on  the  east  and  west  coasts  for 
the  moment. 

KaioYama  of  Nissan 


This  explosive  growth  has  dis- 
mayed and  angered  many  Detroit 
auto  executives,  who  feel  that  Ja- 
pan is  taking  unfair  advantage  of 
low  U.S.  tarifl^s  while  virtually  ex- 
cluding U.S.  cars  from  Japan. 

Undismayed,  Yutaka  Katayama, 
president  of  Nissan  Motor  Corp., 
U.S.A.,  talks  of  selhng  300,000  cars 
a  year  in  the  U.S.  by  1974.  To 
get  ready  for  the  day  when  its 
Japanese  plants  can  supply  it  with 
that  many  units,  Nissan,  like  Toyo- 
ta, is  busily  emulating  Volkswag- 
en. This  means  strengthening  the 
dealership  and  parts  network,  lack 
of  which  brought  so  many  foreign 
cars  to  grief. 

Hattor'i  of  Toyofa 

MP 


kk 


equipment  items  are  usually  cheaper  - 
and  smaller. 

At  one  time,  the  solution  to  De- 
troit's small-car  problems  seemed  fo  be 
the  "captive"  import,  a  car  made 
abroad  by  a  Big  Three  subsidiary  and 
sold  here.  Chrysler  brought  in  the 
Rootes  Sunbeam  from  England  '  and 
Simca  from  France.  Ford  imported 
the^  Cortina  and,  just  recently,  the 
Capri  from  England.  CM  brought  in 
the  Opel  from  Germany.  But  only  the 
.  Opel  has  had  major  success;  it  may 
'sell  85,000  units  this  year. 

Yet  Opel  sales  have  fallen  recently. 
"We  are  tied  up  100%  with  Buick 
dealers,"  explains  David  Loggins,  di- 
rector of  Opel  sales.  "Their  sales  ef- 
forts are  oriented  to  insure  the  success 
of  Buick,  and  this  lately  has  resulted  in 
a  downtrend  for  Opel.  The  dealer's 
heart  is  truly  with  Buick."  Chrysler 
evidently  felt  it  was  getting  nowhere 
with  Simca  and  Sunbeam,  for  it  re- 
cently announced  plans  to  import  cars 
made  by  Japan's  Mitsubishi  Motors. 

Thus,  wishful  thinking  to  the  con- 
trary, Detroit  itself  is  now  heavily 
committed  to  small  cars.  Chevrolet 
forecasts  sales  of  some  400,000  Vegas 
the  first  year;  Ford  says  the  Pinto  will 
do  even  better.  American  Motors 
thinks  it  can  boost  Gremlin  sales  to 
50,000,  or  even  100,000.  Altogether, 
this  means  sales  of  nearly  1  million 
cars  that  weren't  on  the  market  six 
months  ago. 

Big  Boys,  Too 

With  the  kind  of  marketing  muscle 
and  production  capacity  Detroit  has, 
these  forecasts  are  not  unrealistic.  Yet 
it's  not  likely  that  these  new  U.S.  small 
cars  will  reduce  sales  of  imports  as  did 
the  U.S.  compacts  of  the  early  Sixties. 
Today,  importers  have  better  cars, 
greater  public  acceptance  and  stronger 
dealer  networks.  Moreover,  Volkswag- 
en, Fiat,  Toyota,  Nissan  (maker  of 
Datsun)  are  all  huge  companies  in 
their  own  right.  Fiat,  in  fact,  claims 
third  place  in  worldwide  sales,  ahead 
of  Chrysler. 

Needless  to  say,  labor  costs  are  still 
much  lower  abroad  than  they  are  in 
the  U.S.  In  the  past,  Detroit  could 
overcome  this  disadvantage  because 
its  huge  production  runs  enabled  it  to 
reap  the  fullest  benefits  of  mass  pro- 
duction through  the  most  advanced 
tooling.  Now  many  of  the  foreign 
companies  are  big  enough  to  have 
both  long  runs  and  lower  labor  costs: 
Volkswagen's  tooling,  for  example,  at 
least  equals,  if  it  does  not  surpass, 
that  of  Detroit. 

There's  more  to  Detroit's  problem 
these  days  than  simply  tight  money 
and  recession.  The  era  of  big-car  su- 
premacy on  which  it  grew  to  great- 
ness is  passing.  ■ 
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Economics  vs.  Safety 

When  they  clash,  you  get  a  battle  like  the  one  now 
raging  over  who  will  run  the  Bureau  of  Mines. 


When  the  Coal  Mine  Health  and 
Safety  Act  of  1969  was  passed,  it 
was  hailed  by  some  as  the  best  legis- 
lative protection  the  miner  had  ever 
received.  What  wasn't  pointed  out  so 
widely  was  the  cost  of  the  new  regu- 
lations. The  mining  industry  estimates 
it  could  run  up  to  several  dollars  per 
ton,  most  of  which  would  have  to  be 
passed  on  to  consumers.  Further,  it 
says  that  the  detailed  provisions  of 
the  bill  would  cut  the  coal  supply  just 
when  the  industry's  biggest  customers 
—the  electric  utilities— are  having  dif- 
ficulty meeting  peak  demand. 

The  argument  surfaced  again  last 
month.  Within  minutes  after  Dr.  J. 
Richard  Lucas  sat  down  before  the 
Senate  Interior  and  Insular  Affairs 
Committee,  he  was  engaged  in  coun- 
tering a  charge  that  he  had  plagiar- 
ized part  of  his  Ph.D.  thesis.  The 
charge,  printed  that  morning  by 
Washington  columnist  Jack  Anderson, 
was  almost  certainly  part  of  a  grow- 
ing battle  over  the  legislation. 

The  NLxon  Administration  had  nom- 
inated Lucas,  a  41-year-old  professor 
at  Virginia  Polytechnic  Institute,  to  be 
the  next  director  of  the  Bureau  of 
Mines.  But  Representatives  Kenneth 
Hechler  (Dem.,  W.  Va.)  and  John  P. 


Saylor  (Rep.,  Pa.),  the  ranking  mem- 
ber of  the  House  Interior  and  Insular 
Afiairs  Committee,  vehemently  op- 
pose him. 

The  industry's  critics  argue  that  it 
exaggerates  the  costs  that  the  new 
regulations  will  add,  and  that  any 
added  costs  can  be  passed  on  to  cus- 
tomers. At  the  moment,  however,  the 
critics  are  focusing  on  the  Bureau  of 
Mines.  They  say  that  the  Bureau  is 
not  training  enough  inspectors  to  en- 
force the  law.  Right  now  it  has  only 
250  inspectors.  It  needs  1,100. 

The  question  of  inspectors  is  only 
one  of  the  problems  in  getting  the 
law  enforced.  This  spring  75  small 
mines  in  southern  Virginia  and  west- 
ern Kentucky  went  to  court  arguing 
that  the  Bureau  of  Mines  is  not  en- 
forcing the  new  1969  law  fairly.  The 
District  Court  agreed.  Then  the  Bu- 
reau of  Mines,  in  a  controversial  deci- 
sion, decided  that  the  District  Court's 
ruling  applied  to  the  entire  country. 

Thus,  for  all  practical  purposes,  the 
Coal  Mine  Health  and  Safety  Act  of 
1969  is  barely  alive  at  the  moment. 
And  because  the  small  mines  won  the 
court  decision,  nationwide  miners  such 
as  Consolidation  Coal  (owned  by 
Continental  Oil)    and  Peabody  Coal 


(Kennecott  Copper)  can  avoid  some 
of  the  provisions  of  the  new  law. 

Exactly  how  long  they  can  avoid 
them,  however,  depends  on  how  fast 
the  Bureau  of  Mines  trains  new  in- 
spectors and  how  the  next  head  of  the 
Bureau  treats  the  District  Court's  de- 
cision. Hence  the  scrap  over  Lucas. 

On  the  surface  Lucas  would  appear 
to  be  ideally  qualified  for  the  job.  As 
an  academician  he  has  researched 
such  complex  areas  as  "Acid  Mine 
Drainage  Research  Potentiahties."  He 
also  worked  for  five  years  as  a  hard- 
rock  miner,  and  he  has  been  a  dues- 
paying  member  of  the  United 
Mine  Workers. 

Too  C/ose? 

But  his  opponents  fear  that  he  is 
likely  to  be  too  sympathetic  to  the  in- 
dustry point  of  view.  They  claim  that 
during  his  teaching  career  he  became 
too  closely  associated  with  manage- 
ment through  his  consulting  for  such 
companies  as  Union  Carbide  and  Joy 
Manufacturing.  They  say  that  what 
the  Bureau  needs  is  someone  like  its 
last  director,  John  F.  O'Leary,  an 
economist  and  career  government  offi- 
cial who  had  been  appointed  by  the 
Johnson  administration.  O'Leary  was 
fired  in  late  March  after  some  heated 
disagreements  with  his  superiors  in 
the  Interior  Department. 

Even  if  Lucas  is  finally  appointed, 
the  plagiarism  charge  will  be  only  the 
beginning  of  his  problems.  ■ 


Not  So  Dumb 


At  first  glance,  Prudential's  move  into  casualty  in- 
surance doesn't  look  too  smart  But  take  another  look. 


Ch.\irman  Donald  S.  MacNaughton 
raised  quite  a  few  eyebrows  last  month 
when  he  announced  that  his  Pruden- 
tial Insurance  Co.,  the  nation's  largest 
life  insurer,  was  branching  out  into 
casualty  insurance. 

For  it  is  common  knowledge  that 
the  casualty-insurance  industry  is  in  a 
heap  of  trouble.  In  1969  alone  it  had 
a  total  underwriting  loss  estimated  at 
S500  million;  and  inflation— the  buga- 
boo behind  the  loss— is  still  so  far  from 
being  checked  that  even  to  talk  of  it 
seems  wildly  optimistic. 

Has  MacNaughton  lost  his  grip? 
Quite  the  contrary.  His  move  could 
turn  out  to  be  very  shrewd.  For  one 
thing,  in  the  past  year  and  a  half  ev- 
ery state  in  the  union  has  approved 
higher  casualty  rates  of  some  kind. 
Since  many  homeowners'  and  busi- 
ness policies  are  written  for  three- 
year  to  five-year  periods,  it  will  be  an- 
other t\vo  to  four  years  before  the  old 


coippanies  in  the  business  get  the  full 
benefits  of  these  increases.  Prudential, 
on  the  other  hand,  gets  all  the  bene- 
fits immediately. 

Besides  that,  more  and  more  states 
are  adopting  the  so-called  file-and-use 
system  of  rates,  which  allows  a  com- 
pany to  change  rates  as  it  desires, 
subject  to  review,  rather  than  get  in- 
creases long  after  its  costs  have  gone 
up.  Twenty  states  now  have  such  a 
system,  compared  with  perhaps  a  doz- 
en five  years  ago.  Thus,  even  if  infla- 
tion can't  be  beaten,  the  industry  will 
be  able  to  raise  its  rates  faster  than 
it  has  in  the  past. 

Finally,  MacNaughton  can  select 
the  geographical  areas  where  casualty 
insurance  has  proved  the  most  profit- 
able—or least  unprofitable.  It's  not 
likely  that  a  national  company  like  the 
Pru  can  avoid  writing  policies  in  high- 
loss  areas  hke  New  York  City,  but 
MacNaughton  has  made  it  clear  that 


he  doesn't  have  to  promote  business 
in  those  places. 

Better-designed  cars,  a  real  possi- 
bility with  safety  a  hot  issue,  might 
reduce  insurer  payments. 

In  a  sense,  MacNaughton  had  to  go 
into  casualty  lines  to  beef  up  his 
agents'  earnings  potential.  Life  insur- 
ance and  the  Pru's  newer  equity  prod- 
ucts just  weren't  enough.  Too  many 
policies  these  days  are  being  written 
with  blanket  coverages  of  several  dif- 
ferent risks,  and  Prudential  agents 
had  to  meet  the  competition.  If  un- 
able to,  many  would  certainly  think 
of  going  to  work  elsewhere. 

Jusf  the  Moment 

But  the  key  to  any  move  is  timing, 
and  MacNaughton's  sense  of  timing 
looks  pretty  good.  Especially  now  that 
the  stock  market  decline  has  eroded 
the  assets  of  the  other  casualty  com- 
panies, and  therefore  some  of  their 
ability  to  write  new  insurance.  Mac- 
Naughton may  not  only  be  coming  into 
the  business  at  a  time  w  hen  he  can  do 
it  profitably,  but  at  a  time  when  other 
casualty  insurers  may  not  be  able  to 
fill  the  demand.  ■ 
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Rough-Weather  Test 

The  stormier  the  outlook,  the  bet- 
ter the  chief,  executive  must  be. 


The  numbers  aren't  good  at  White 
Motor  Corp.  Its  stock  has  tumbled 
from  $57  in  1968  to  under  $20.  The 
50-cent  quarterly  dividend  has  been 
suspended.  Last  year's  earnings  were 
$1.83  a  share,  the  lowest  since  1961. 

And  the  worst  is  yet  to  come.  Sales 
this  year  may  dip  at  least  $50  million 
below  1969's  record  $950  million. 
Earnings  could  be  lower  or  nonexist- 
ent in  the  second  and  third  quarters. 

Disappointing?  Yes.  Unusual?  Not 
these  days.  As  inflation  raises  costs 
and  the  economic  slowdown  reduces 
sales,  many  chief  executives  are  meet- 
ing their  first  hard  test  as  managers. 
Henry  (Hank)   Nave,  who  took  over 


last  month  as  chief  executive  of  White 
Motor,  is  one.  But  Nave,  with  White 
for  20  years,  has  a  long  memory.  "I 
think  you  have  to  look  at  our  situation 
realistically,"  he  says.  "We  believe  that 
1970  downturn  is  similar  to  the  one  in 
1958.  We  are  reacting  in  the  same 
way,  streamlining  so  we  can  do  busi- 
ness profitably  at  reduced  levels. 
That's  why  1959  turned  out  to  be  a 
sensational  year.  We  expect  1971  to 
be  a  fine  year  and  1972  to  be  the  best 
year  in  company  history." 

Why  is  Nave  so  sure  a  turnaround 
is  on  the  way?  Smiling,  Nave  referred 
to  a  huge,  long  chart.  "This  is  a  graph 
of   the   heavy-duty   truck   cycle,"   he 


said.  "Fortunately  for  me,  it  is  one'of 
the  most  phenomenally  accurate  of 
any  industry.  Now  it  is  on  a  do\yn- 
cycle.  It  will  level  in  1971  and  peak 
to  150,000  trucks  in  1972.  That  means 
'72  will  be  sensational  for  trucks.  Farm 
equipment  has  a  seven-year  cycle,  but 
it's  nowhere  near  as  accurate  to  fore- 
cast as  trucks.  But  it's  been  down  so 
long-it's  bound  to  turn  up  too." 

First  Aid 

'  ■  In  the  meantime,  however.  Nave 
can't  close  up  shop.  "My  first  job  is 
consolidation,"  he  says.  "We've  sold  the 
corporate  jet,  got  rid  of  the  leased 
cars  and  other  frills,  so  we  are  making 
substantial  cost  reductions." 

More  important,  he  is  taking  a  new 
look  at  some  of  White's  basic  markets. 
One  of  these  is  farm  equipment.  Five 
years  ago  John  (Nev)  Bauman,  Nave's 
predecessor  and  now  White  chairman. 


What  Recess/on? 

Blue  Bell's  way  to  skip  the  dip.-  Just  aim  your  product 
line  so  the  market  comes  to  you  in  boom  or  bust 


Lots  of  companies  besides  clothing 
manufacturers  would  love  to  have  the 
problem  facing  Rodger  S.  LeMatty. 
He's  president  of  Blue  Bell,  the  North 
Carolina-based  maker  of  work  clothes, 
casual  and  western  wear  (such  as 
jeans),  and  his  problem  is  that  he 
can't  keep  up  with  all  the  orders  com- 
ing in.  "It's  unbeHevable,  I  can't  ex- 
plain it,"  he  says.  "We  were  straining 
to  keep  up  with  all  the  business  last 
year,  and  it's  the  same  this  year,  too, 
even  with  more  capacity.  Our  orders- 
received  position  is  the  highest  in  the 
history  of  the  company." 

That's  why  Blue  Bell  is  posting  such 
strong  gains.  The  company  netted 
$7.9  million  on  sales  of  $203  milhon 
in  its  last  fiscal  year   (through  Sept. 


30) -up  7.7%  in  sales  and  32%  in  earn- 
ings—and returned  13.3%  on  stock- 
holders' equity,  a  figure  well  above 
the  industry  average.  Sales  were  up 
another  12%  and  earnings  were  up  11% 
in  the  first  two  quarters  of  this  fiscal 
year,  a  period  that  includes  the  low 
end  of  the  seasonal  cycle. 

Blue  Bell  has  one  obvious  thing  go- 
ing for  it— a  line  of  products  that  will 
sell  in  good  times  or  bad.  When  the 
economy  is  strong,  people  buy  cloth- 
ing of  all  kinds.  If  it  turns  down,  high- 
fashion  items  may  be  hit,  but  people 
need  work  clothes— maintenance  uni- 
forms, denim  pants  and  the  like.  Fur- 
thermore, the  kind  of  casual  wear  they 
buy  in  a  tight  period  will  be  of  the 
less  expensive  sort— which  is  just  the 


market  Blue  Bell  sells  to.  Says  Le- 
Matty: "We've  noticed  in  the  years 
when  there  is  a  downturn  that  gar- 
ments in  our  price  range— medium- 
seem  to  hold  up  pretty  well." 

Double-Play  Team 

LeMatty  makes  it  sound  like  rolling 
off  a  log,  wliich  it  isn't.  He  joined  the 
company  in  1930,  right  out  of  the  Uni- 
versity of  Illinois,  and  rose  on  the  sales 
side.  Chairman  Edwin  A.  Morris  ar- 
rived in  1937  with  an  engineering  de- 
gree and  came  up  through  the  manu- 
facturing side.  Together,  they've  been 
right  time  and  again  in  sizing  up 
whom  to  sell  what  to  and  how  to  do  it. 

Take  local  manufacture  of  Wran- 
gler-brand jeans  in  Europe.  "A  com- 
bination of  things  helped  us,"  says  Le- 
Matty, "like  American  movies  and 
GIs  wearing  jeans  off-duty  all  the 
time.  Levis  [jeans  made  by  San  Fran- 
cisco's Levi  Strauss  &  Co.]  are  a  tough 
competitor,   of   course,   but   we   can't 
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had  predicted  that  the  company's  farm 
equipment  sales  would  reach  S260  mil- 
lff)n  by  1969.  Instead,  they  were  onl\ 
S145  million,  $40  miUion  less  than  in 
1964.  "Frankh,"  says  Xave,  "White 
mis«ed  the  boat.  We  overbuilt  a  bit 
more  than  most  people  in  the  indus- 
try, and  so  we  have  suffered  more." 

Nave  has  already  consolidated 
White's  three  farni  equipment  acquisi- 
tions (Oliver,  Minneapolis-Moline  arid 
Canada's  Cockshutt)  into  one  com- 
pan\  under  the  White  name.  "All  had 
separate  engineering,  purchasing,  ac- 
counting and  marketing,"  he  says. 
"The  combination  will  reduce  annual 
operating  costs  by  at  least  S8  million." 

Nave  will  also  cut  back  production 
to  reduce  an  inventory  glut  at  the 
dealer  level.  In  1970  he  plans  to  pro- 
duce about  35^  less  farm  equipment 
than  White's  retail  dealers  will  sell. 

No  corporation  ever  tiirned  around 


r 


At  times,  the  best  offense  is  a  good 
defense.  E.  Mandell  de  Windt,  the 
new  chairman  of  Eaton  Yale  & 
Towne,  believes  that  those  times 
are  right  now.  As  an  automotive 
supplier  to  Detroit  and  to  truck 
companies  like  Cleveland  neighbor 
White  Motor  (above),  Eaton  Yale 
&  Towne  sales  seem  certain  to  be 
hit  by  the  industry's  declining  sales. 
De  Windt  doesn't  like  what  he 
sees  ahead.  But,  unlike  some  ex- 
ecutives, he's  preparing  to  deal 
with  it.  Instead  of  having  his  man- 
agers prepare  only  a  single  profit 
plan  each  year,  de  Windt  has  them 


solely  by  cutting  costs.  So  to  keep 
his  promise  of  a  1971  rebound  and  a 
1972  bonanza,  Nave  is  investing 
heavily  in  what  is  perhaps  the  most 
important  single  project  in  White's 
history,  its  diesel  engine.  The  begin- 
nings of  the  project  date  back  to  the 
early  1960s,  when  Bauman  decided 
the  company  could  not  continue  in- 
definitely to  buy  its  diesels  from  out- 
side suppliers.  White  simply  needed 
to  make  the  money  itself  that  it  was 
paynig  to  outside  suppliers. 

Skeptics'  Chorus 

There  was  plenty  of  doubt,  both 
among  White's  competitors  and  its  en- 
gine suppliers,  whether  White  would 
ever  succeed  in  engineering  and  pro- 
ducing its  own  diesel.  Bauman  thinks 
the  doubters  will  be  proved  wrong. 
"Our  new  engine  is  the  best-planned 
project    in    White    history,"    he    says 


Implement  Plan  Three 


prepare  three:  one  for  projected 
sales;  another  if  sales  exceed  pro- 
jections; and  a  third,  called  the 
"turnaround  plan,"  if  sales  fall  be- 
low the  projections. 

What's  so  great  about  having  a 
turnaround  plan?  Simply  this. 
When  sales  start  to  slip  in  any  cor- 
poration, the  difficulties  rapidly 
multiply.  Doubts  and  fears  arise. 
Executives  become  defensive  with 
their  superiors.  They  spend  days 
anguishing  over  how  to  cut  costs 
when  what  they  need  most  is  to 
figure  out  how  to  lift  sales. 

Planning  in  advance  for  a  slow- 


proudly.  "It  is  right  on  target.  Our 
costs  per  engine  are  still  within  .5f  of 
the  original  estimates,  and  we  will  be- 
gin pilot  production  for  farm  equip- 
ment in  the  fourth  quarter." 

But  the  costs  of  the  diesel  project 
are  penalizing  White's  earnings  mean- 
time. "Before  the  plant  begins  to  pay 
off,  we  will  have  invested  perhaps 
$125  million,"  says  Bauman.  Besides 
the  expense  of  the  engine  itself,  White 
is  spending  heavily  on  a  new  line  of 
trucks  and  farm  equipment  to  be  pow- 
ered by  the  new  engine. 

White's  shareholders,  having  to  get 
along  without  their  dividends,  might 
wonder  about  the  wisdom  of  betting 
so  much  on  so  costly  and  long-drawn- 
out  a  project.  That  is  why  Hank  Nave 
is  putting  so  much  emphasis  on  cost- 
cutting  and  consolidation.  It  may  not 
be  glamorous  work.  But  in  tough 
times,  no  job  is  more  important.  ■ 


down  eases  the  pressure.  "It  forces 
divisional  management  as  well  as 
corporate  staff  to  develop  a  plan  of 
action  before  a  downturn.  We  try 
to  avoid  a  lot  of  the  fuss  and  emo- 
tional decisions  when  the  time 
comes  to  cut  back." 

Often  executives  become  so  nar- 
rowly committed  to  one  course  that 
they  can't  switch  to  another.  De 
Windt's  multiple-budget  system 
forces  his  executives  to  keep  two  of 
their  most  important  functions  in 
mind.  One  is  how  to  handle  an  un- 
anticipated bulge  in  demand.  The 
other  is  how  to  handle  a  decline. 


J 


keep  up  with  demand,  and  there  are 
tax  benefits  at  certain  of  our  plant  lo- 
cations. We  don't  give  out  numbers 
on  our  European  operation,  but  figure 
that  it  accounts  for  in  the  neighbor- 
hood of  10%  of  our  sales  and  even 
more  of  our  profits." 
.  Then  there  was  Blue  Bell's  adapta- 
tion of  youngsters'  casual  wear  for 
more  mature  types.  "We  geared  up  for 
the  teenagers,  and  business  was  just 
fine  during  the  teenage  boom,"  he 
says.  'But  they're  moving  into  the  next 
class  now.  Without  redesigning,  we're 
able  still  to  give  them  plenty  of  style, 
but  more  in  'fit.'  So  we  cater  to  both." 
LeMatty  and  Morris  are  wrong  often 
enough  to  be  human.  For  example, 
there  was  a  $1 -million  write-off  in 
1967  on  a  Far  Eastern  import  opera- 
tion, which  LeMatty  attributes  to  "per- 
sonalities." Two  other  small  acquisi- 
tions, the  Hicks-Ponder  line  of  casual 
wear  and  a  line  of  western  boots 
picked  up  recently,  were  unprofitable 
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at  first,  but  both  "will  be  in  the  black 
this  year,"  LeMatty  promises. 

In  the  loTig  run.  Blue  Bell  faces 
what  a  lot  of  other  clothing  makers 
face-the  threat  of  low-cost  Far  East- 
ern producers  running  away  with  the 
market.  "We  ourselves  are  fortunate," 
says  LeMatty,  "because  they  haven't 
learned  to  fabricate  our  kind  of  ma- 
terials-denims-with  any  quahty  yet. 
But  we're  importing  some  work  pants 
now,  and  if  there  isn't  a  break  on  leg- 
islation or  a  voluntary  agreement  soon, 
we'll  just  have  to  go  into  import- 
ing much  more." 

Blue  Bell  is  in  prime  financial  con- 
dition, with  upwards  of  $65  million 
in  equity  vs.  just  $17  million  in  long- 
term  debt  and  a  very  slight  dilution 
potential  from  a  small  convertible  pre- 
ferred issue.  In  short,  it  has  ample  re- 
sources and  borrowing  power  to  make 
an  acquisition  or  two  in  the  Orient  if 
need  be.  Then  it  could  beautifully  im- 
itate the  imitators.  ■ 
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Has  the  Bear  Market 
Killed  Venture  Capital? 

Just  six  months  ago  banks,  insurance  companies,  Wall  Street  firms,  industrial 
companies  and  wealthy  individuals  were  trampling  each  other  for  the  privilege  of 
bankrolling  new  businesses.  With  the  stock  market— the  ''finish  line"  for  venture 
capitalists— still  battered,    what  has  happened  to  all  those  rosy  dreams? 


So  you're  an  ambitious,  independent- 
minded  fellow  and  you  want  to  start 
your  own  business,  but  the  stock  mar- 
ket fell  apart.  So  now  you're  dead  be- 
cause everybody  knows  the  only  time 
to  float  new  companies  is  in  a  roaring 
bull  market. 

The  above  statement  is  not  neces- 
sarily true. 

Sure,  it  is  partly  true.  Venture  cap- 
italists, the  men  who  bankroll  new  en- 
terprises, depend,  in  the  end,  on  the 
stock  market  to  take  them  out  at  a 
profit.  That  is,  once  the  new  company 
is  on  its  feet,  they  count  on  being  able 
to  sell  some  of  their  stock  to  the  pub- 
lic. Theirs  is  the  kind  of  money  that 
hopes  to  back  for  $1  a  share  compa- 
nies the  public  will  be  eager  to  snap 
up  for  $10  a  share  a  few  years  later. 
Today?  Forget  it. 

But  venture  capital  is  not  dead, 
even  though  some  of  it  may  be  tem- 
porarily in  hiding.  The  checkbooks  are 
still  there,  although  perhaps  the  ink 
flows  more  reluctantly  nowadays.  In 
fact,  there  are  more  checkbooks  now 
than  ever,  thanks  to  the  late,  departed 
bull  market.  It  attracted  swarms  of 
banks,  insurance  companies,  Wall 
Street  firms  of  all  sorts,  wealthy  indi- 
viduals and  even  some  big  industrial 
companies  into  the  venture  capital 
business.  Many  of  these  newcomers 
remain.  And  while  some  of  this  fresh 
money  may  not  actually  be  committed 
until  the  stock  market  improves,  esti- 
mates are  that  $500  million  is  at  least 
available  for  venture  investments,  even 
today.  That's  quite  a  sum,  considering 
that  an  initial  venture  financing  rarely 
runs  more  than  $1  million. 

"We  Can  Waif" 

Most  of  the  money  that  has  gone 
into  hiding  is  not  true  venture  capi- 
tal—that is,  money  for  company  start- 
ups or  early-round  financings  for 
fledgling  enterprises  that  are  still  sev- 
eral years  away  from  going  public. 
That  kind  of  money  is  invested  on  a 
fairly  long-range  basis;  the  stock  mar- 
ket payoff  is  not  expected  for  a  half- 
dozen  years  or  more.  As  long  as  the 
capitalist  system  has  a  future  it  will 
continue  to  flow.  The  venture  capital 
that  has  been  withdrawn,  temporarily 
at  least,  is  the  capital  invested  in  the 


later  stages,  after  a  new  company  is 
established  and  ready  to  go  public. 
The  odds  are  it  will  come  out  of  hid- 
ing rather  quickly  when  the  stock  mar- 
ket shows  signs  of  recovering. 

The  reason  for  venture  capital's 
popularity  should  be  obvious.  Over 
the  past  decade  or  so  venture  capital 
has  spawned  such  successful  new  com- 
panies as  Teledyne,  Memorex,  Scientif- 
ic Data  Systems,  to  mention  just  the 
more  spectacular  ones.  Even  allowing 
for  today's  (relatively)  depressed 
prices,  the  rewards  for  the  original 
backers  have  been  breathtaking.  On 
its  $61,400  investment  in  Digital 
Equipment  Corp.,  American  Research 
&  Development  Corp.,  a  Boston-based 
venture  firm,  holds  shares  worth  $290 
million  on  the  American  Exchange 
even  in  today's  battered  market 
(though  five  months  ago  they  were 
worth  $575  million). 

In  the  broader  sense,  by  backing 
new  ideas  and  entrepreneurial  people, 
venture  capital  is  playing  a  vital  role 
in  nourishing  American  industry.  One 
reason   the   U.S.   leads   the   world   in 


developing  fresh  technology  is  the 
ready  availabifity  of  money  for  new 
companies.  Even  in  Europe,  seed  cap- 
ital for  new  ventures  is  almost  non- 
existent—though U.S.  venture  capital- 
ists now  are  moving  into  that  area. 

In  fact,  the  collapse  of  the  market 
in  hot  stocks  may  turn  out  to  be 
healthy  for  venture  capital,  at  least  in 
the  long  run.  As  long  as  the  new-issue 
market  was  running  wild,  there  was  a 
temptation  to  float  new  companies 
chiefly  to  merchandise  them  on  the 
new-issue  market.  The  result  was  that 
many  companies  and  many  individuals 
were  bankrolled  who  had  no  business 
being  bankrolled.  Others  were  rushed 
to  market  before  they  were  ready, 
frequently  with  unfortunate  results 
both  for  investors  and  entrepreneurs. 

Now,  with  almost  no  competition 
from  a  new-issues  market,  venture 
capitalists  can  be  choosier  about  what 
companies  they  back  and  when.  "We 
can  wait  a  few  years  for  the  new-is- 
sues market  to  come  back,"  says  Mi- 
chel des  Vallieres  of  New  York's  Mid- 
land Capital  Corp.  "Meantime,  for 
those  who  can  afford  it,  venture  in- 
vestments are  an  attractive  alternative 
to  the  stock  market." 

The  Angeh 

Who  are  the  venture  capitalists? 
They  are  a  mixed  breed.  Company 
startups  and  early-round  financings 
have  been  the  almost  exclusive  pre- 
serve of  tough,  sophisticated  ven- 
ture capital  professionals.  Some  are 
wealthy  individuals.  Some  are  hired 
money  men  who  invest  for  huge,  old 
family  fortunes:  the  Rockefellers,  the 
Whitneys,  the  Phipps.  There  are  also 
a  few  publicly  owned  venture  outfits, 
like  Boston's  American  Research  & 
Development  Corp.  and  the  survivors 
from  the  dozens  of  small  business  in- 
vestment companies  started  a  decade 
ago.  Also  among  the  start-up  special- 
ists are  some  new  fimis,  like  Prince- 
ton's Data  Science  Ventures  (Forbes, 
Apr.  15)  that  are  backed  by  institu- 
tional investors. 

Many  of  the  newcomers  attracted 
by  the  recent  bull  market  prefer  to  in- 
vest in  the  later  financing  stages  prior 
to  a  public  offering.  Their  gain  po- 
tential is  less,  but  so  is  their  risk.  That 
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is  tlie  way  big  insurance  outfits  like 
Prudential  and  Wall  Streeters  like 
Donaldson,  Lufkin  &  Jenrette  have 
oeen  approaching  venture  capital.  It 
is  also  the  method  employed  by  many 
of  the  big  industrial  companies- 
Singer,  .\merican  Broadcasting,  Swift, 
Boise  Cascade  and  others— that  have 
entered  the  field.  Heizer  Corp.,  a  new 
venture  firm  started  last  fall  in  Chi- 
cago with  S81  million  from  instihition- 
al  backers,  refers  to  its  activities  not 
as  venture  capital  but  as  "business 
development."  It  boils  down  to  much 
the  same  thing,  however;  the  main 
difference  is  the  degree  of  risk  in- 
volved in  investing  early  vs.  late. 

Often  venture  capitalists  go  into 
deals  with  each  other  on  a  participa- 
tion basis.  That  way  they  assure  an 
ample  pool  of  capital  for  the  larger 
later  financings  necessary  as  the  com- 
pany grows.  It  also  spreads  their  risk. 
The  best  e.xample  is  The  Group,  so- 
called  informally,  that  operates  in  San 
Francisco.  The  regular  members  are  a 
varied  lot.  Several,  John  Bryan,  Wil- 
liam Edwards  and  Daniel  McGanney 
Jr.,  are  private  individuals  of  substan- 
tial means.  A  couple  represent  old- 
line  families.  For  example,  H.D.  Tho- 
reau  of  Hale  Bros.  Associates  and  the 
\k.\ lickings.  Reed  Dennis  is  from 
Fund  American,  now  part  of  Ameri- 
can E.xpress.  William  Draper  heads  an 
SBIC  called  Sutter  Hill  Capital  Corp. 

The  Group  works  closely  with 
Hambrecht  &  Quist,  a  San  Francisco 
underwriter  that  specializes  in  new  is- 
sues. Together  they  finance  the  bulk 
of  the  ne^v  companies  started  in  the 
high-technology  belt  along  the  pen- 
insula south  of  San  Francisco.  The 
same  meml)ers  are  not  in  every  deal 
together;  the  mixture  varies.  Occasion- 
ally they  bring  in  outsiders,  like  Mor- 
ton Collins  of  Data  Science  V'entures, 
Paul  Bancroft  III  of  the  Phipps  fam- 
ily's Bessemer  Securities  (a  former  as- 
sociate of  Draper's),  Michel  des  \'al- 
lieres  of  New  York's  Midland  Capital 
Corp.,  the  Bank  of  America's  Small 
Business  Enterprise  Corp.  (formed  by 
George  Quist  in  the  late  Fifties). 

Grade  "A"  Men 

Are  venture  capitalists  like  these 
worried  about  things  today?  Of  course 
they  are.  But  they  have  not  given  up 
the  game.  The  potential  revenues— 
and  the  satisfaction— are  just  too  at- 
tractive. 

What  do  these  men  look  for  in  a 
new  company?  What  does  it  take  to 
get  them  to  sign  the  check? 

In  a  sense  they  look  for  what  any 
investor  should  look  for:  solid  earn- 
ings and  greater  potential  backed  up 
by  sound  management.  Only  in  ven- 
ture capitalism,  the  judgment  is  much 
more  difficult.  It  is  much  more  psy- 


chological than  statistical.  You  take  a 
man  with  a  record  and  an  idea  and 
you  trust  him  with  anything  between 
$100,000  and  $500,000  and,  in  rare 
cases,  $1  million  or  even  $2  milhon. 
For  this  you  get  no  brick  and  mortar, 
no  tangible  assets.  With  today's  high 
costs,  that  bankroll  can  vanish  quickly 
if  something  goes  wrong.  You  are  at 
risk,  not  for  a  third  or  even  half  your 
investment— as  you  could  be  in  buying 
into  an  established  company— but  for 
the  whole  amount— and  fast. 

After  all,  there  are  no  financial 
statements  available  for  a  company 
just  starting  out.  There  is  no  backlog 
of  orders.  Often  there  is  not  even  a 
product,  save  for  a  prototype  model 
built  in  the  entrepreneur's  basement. 
The  management  is  untested  and  fre- 
quently key  positions  are  unfilled. 
Most  venturers  prefer  to  get  in  even 
on  a  second  or  third  round  at  financ- 
ing—that is,  they  like  to  wait  until  the 
company  is  actually  into  production 
and  earning  its  first  profits.  But  even 
here  there  is  still  no  meaningful  track 
record,  only  hints  of  promise.  It's  still 
very  much  a  roll  of  the  dice. 

Thus  venture  capital  investors  must 
rely  on  pure  instinct,  on  feel.  And  the 
chief  ingredient  they  must  instinctive- 
ly size  up  is  the  entrepreneur  himself 
—more  so  than  his  product  or  his  mar- 
keting plans  or  his  financial  projec- 
tions. The  latter  are  important,  ven- 
turers say,  but  mostly  for  what  they 
tell  about  the  man  and  how  realistic 
he  is.  The  quality  of  the  entrepreneur 
himself,  the  prospective  chief  execu- 
tive of  the  new  company,  is  the  cru- 
cial element.  Smart  entrepreneurs  re- 
alize this.  The  founders  of  one  little 
California  company,  Synestructics, 
Inc.,  have  been  working  for  more  than 
a  year  on  a  formal  business  plan  to 
present  to  would-be  backers.  But  their 
main  sales  pitch  is  centered  on  the 
academic  and  business  background  of 
the  company's  young  president. 

Says  General  Georges  Doriot,  presi- 
dent of  American  Research  &  Develop- 
ment, "Sometimes  it  is  even  okay  to  go 
along  with  a  Grade  B  idea  if  the  man 
is  Grade  A." 

What,  then,  is  a  Grade  A  entre- 
preneur? Every  venture  capitalist  has 
his  own  description  and  most  of  them 
come  out  sounding  like  the  Boy  Scout 
motto:  "iron  will,"  "dogged  determi- 
nation," "enthusiasm,"  "resourceful," 
"full  of  integrity,"  and  so  on.  But  the 
cliches  are  true. 

On  one  hand,  the  entrepreneur 
needs  most  of  the  same  qualities  as 
the  successful  executive  who  spends 
his  career  working  for  a  large  corpo- 
ration: He's  got  to  be  an  efficient  man- 
ager, he  must  be  able  to  "handle" 
people  and  he  needs  an  uncommon 
amount  of  common  sense.  But  what 


Third-Floor  View.  During  the 
late  new-issues  boom,  small 
companies  went  public  more 
quickly,  forcing  venture  capi- 
talists to  finance  more  deals 
in  the  risky  start-up  stages. 
With  the  boom  over,  says 
one  venturer,  "We  con  go  in 
on  the  third  floor  where  we 
can  see  a  20-story  build- 
ing going  up,  and  less  risk." 


sets  him  miles  apart  from  his  corpo- 
rate counterpart  is  his  hunger  to  cre- 
ate. It  is  the  same  hunger  that  down 
through  the  ages  has  driven  a  small 
percentage  of  men  in  all  fields— poli- 
tics, science  and  the  arts  as  well  as 
business.  The  creation— in  this  case,  a 
company— becomes  the  most  impor- 
tant thing  in  an  entrepreneur's  life, 
more  important  than  his  family  and 
more  important  than  his  own  health. 
It  drives  him  to  exertions  that  make 
other  men  exhausted  just  to  contem- 
plate. It  makes  him,  if  not  oblivious  of 
risk,  at  least  unafraid  of  it.  Venture 
capitalists  who  have  spent  years  deal- 
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ing  firsthand  with  entrepreneurs  liken 
it  to  a  kind  of  chronic  disease  that  a 
man  simply  cannot  shake  off. 

David  Wolper,  the  well-known  pro- 
ducer of  television  documentaries 
("The  Making  of  the  President  1960", 
"China,  Roots  of  Madness"),  is  an  ex- 
cellent example  of  a  man  thus  afflicted. 
One  of  his  early  backers  was  Fred 
Warren,  who  runs  a  successful  Los 
Angeles-based  small  business  invest- 
ment company  called  Westland  Capi- 
tal Corp.*  When  he  first  came  to  War- 
ren's attention,  Wolper  had  already 
put  together  several  shorter  documen- 
taries. He  wanted  to  do  longer  films, 
but  was  unable  to  raise  enough  money 
since  he  could  not  assure  potential 
backers  that  he  would  be  able  to  sell 
his  films. 

Explains  Warren:  "The  networks 
refused  to  let  him  on  because  they  had 
this  idea  that  their  own  news  depart- 
ments should  do  all  the  documentaries. 
A  lot  of  other  guys  would  have  packed 
it  in  right  there,  but  not  David.  First 
he  went  out  and  knocked  on  doors  un- 
til he  got  a  sponsor  (Timex),  with  the 
proviso  that  he  line  up  enough  stations 
to  make  it  worthwhile.  Then  he  set  out 
around  the  country,  station  by  station, 
putting  together  his  own  network.  It 
was  a  truly  Herculean  task,  but  he 
was  so  determined  he  just  wouldn't  let 
anything  stand  in  his  way."  Warren, 
by  the  way,  put  $500,000  into  Wolper 
Productions.  He  got  back  $1  million  a 
little  less  than  a  year  later  when  it 
was  acquired  by  Metromedia. 

Not  for  Money  Alone 

Why  didn't  Wolper  quit  after  ab- 
sorbing enough  rebuffs  to  drive  almost 
anyone  back  to  the  first  good  salaried 
job  he  could  find?  Simply  because  he 
was  driven  by  a  psychology  and  a 
confidence  that  kept  telling  him  he 
was  right  even  when  the  "experts" 
told  him  he  was  wrong. 

But  this  description  can  also  fit  a 
fanatic,  a  man  whose  stubbornness  ex- 

*Many  venture  firms  operate  as  small  business  invest- 
ment companies,  or  have  SBIC  subsidiaries,  mainly  be- 
cause of  the  opportunity  to  leverage  their  own  capital 
with  government  loans. 


ceeds  his  talent.  A  venture  capitalist 
must  be  able  to  discriminate  between 
the  genius  and  the  nut.  It  isn't  always 
easy  to  draw  the  line.  Arthur  Rock, 
the  San  Francisco  venturer  who  has,^ 
both  Teledyne  and  Scientific  Data  Sys- 
tems (now  part  of  Xerox)  to  his  cred- 
it, is  a  tough,  sometimes  abrasive  op- 
erator; but  envious  competitors  con- 
cede that  he  usually  gets  results.  He 
tells  about  interviewing  a  would- 
be  entrepreneur  whose  product  idea 
seemed  to  have  a  great  deal  of  prom- 
ise. "I  was  getting  interested  until  I 
asked  him  how  much  he  planned  to 
charge  for  it,"  recalls  Rock.  "He  an- 
swered that  he  supposed  he  would 
add  up  his  production  costs,  then  tack 
on  a  percentage  for  a  fair  profit.  Fair 
profit!  I  stopped  him  right  there  and 
thanked  him  for  coming  by.  It  was  ob- 
vious to  me  that  he  was  never  going 
to  make  a  lot  of  money." 

There  are  many  ways  to  make 
money  in  this  world.  Good  salesmen 
make  money;  good  executives  make 
money;  good  technical  people  make 
money.  Being  an  entrepreneur  is  very 
far  from  being  the  easiest  way  to  do 
it.  Most  venture  capitalists  agree  that 
making  money  is  merely  an  incidental 
motivation  for  the  successful  entre- 
preneur. "You  don't  start  a  company 
just  for  the  money,"  says  Edgar  F. 
Heizer  Jr.,  a  former  Allstate  Insurance 
executive  who  last  fall  rounded  up  $81 
million  from  institutional  backers  to 
start  his  Chicago-based  venture  firm, 
Heizer  Corp.  "There  isn't  enough  mon- 
ey in  the  world  to  compensate  a  man 
for  what  he  goes  through  to  get  a  lit- 
tle company  off  the  ground." 

Says  Paul  Bancroft  III  the  Phipps 
family's  Bessemer  Securities  Corp.: 
"Personally,  I  would  despair  of  trying 
to  be  president  of  a  tiny  new  company. 
It's  a  terribly  lonely  job  and  you  can 
never  get  away  from  the  pressure.  It's 
all  up  to  you  and  you  have  this  feel- 
ing that  if  you  ever  let  up  the  whole 
thing  will  come  crashing  down.  It's 
there  with  you  every  waking  hour. 
And  you  can  kiss  your  home  life  good- 
bye. A  lot  of  these  entrepreneurs  wind 


up  in  the  divorce  courts,  you  kno\y." 
Where  becoming  a  millionaire  is  the 
entrepreneur's  sole  motivation,  ven- 
turers have  learned  to  be  wary.  The 
entrepreneur  may  begin  to  make  de- 
cisions on  a  short-term  basis  with  an 
eye  toward  dressing  up  his  profit  state-- 
ment  for  an  early  public  offering.  His 
venture  capital  backers,  on  the  other 
hand,  don't  want  to  stop  at  $1  million 
if  $2  million  or  $3  million  is  possible. 
If  they  think  a  prospect  might  tend  to 
•quit  after  he  makes  his  first  million, 
tbey  are  apt  not  to  invest  in  the  first 
place.  When  they  are  risking  a  possi- 
ble 100%  loss  on  a  brand-new  compa- 
ny, they  want  to  see  the  hope  of  at 
least  a  500%  or  1,000%  profit. 

Tennis  Player 

"1  know  one  company  president  who 
went  public  and  suddenly  was  worth 
$16  million  on  paper,"  says  Morton 
Collins,  the  bright  young  head  of 
Princeton,  N.J.'s  Data  Science  Ven- 
tures. "It  went  to  his  head.  Now  every 
time  I  call  him  up  he's  out  playing 
tennis.  And  his  company,  as  a  result, 
is  starting  to  slip  downhill." 

One  problem  venturers  say  is  ver\ 
common  is  what  Albert  Meyer,  head 
of  Bank  of  America's  venture  capital 
arm.  Small  Business  Enterprise  Corp., 
calls  "spending  your  way  to  happi- 
ness." Many  entrepreneurs  who  start 
technology  companies  "spin  out"— to 
use  the  jargon  of  the  venture  trade— 
from  very  large  corporations,  outfits 
like  IBM,  Litton  Industries,  TRW  or 
North  American  Rockwell.  Says  Mey- 
er: "They  are  used  to  having  a  lot  of 
money  and  a  lot  of  support  behind 
them.  In  their  own  company  they  sud- 
denly have  to  pinch  pennies  and  they 
no  longer  have  a  big,  elaborate  re- 
search lab  backing  them  up.  It  can  be 
quite  a  shock." 

Some  entrepreneurs,  says  Meyer, 
never  do  recognize  the  difference. 
"They  get  half  a  million  from  an  in- 
vestor and  they  go  out  and  try  to 
spend  their  way  to  happiness.  Before 
you  know  it  they've  got  thick  rugs  in 
(Continued  on  page  35) 
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Take  a  new  company  public  these 
days?  Forget  it!  But  this  doesn't 
mean  venture  capital  is  dead;  as  a 
matter  of  fact,  going  public  early  in 
the  game  is  not  necessarily  in  the 
interest  of  the  entrepreneurs.  Trou- 
ble comes  when  a  new  public  com- 
pany misses  its  earnings  or  growth 
projections,  which  happens.  "In 
that  case,  the  company  is  absolute- 
ly dead  from  the  standpoint  of  get- 
ting more  money  from  the  public," 
says   Philip   Fisher,   the   respected 


San  Francisco  money  manager.  But 
when  the  company  is  financed 
through  an  experienced  venture 
capitalist,  a  setback  needn't  be  fatal 
as  long  as  the  venture  capitalist 
doesn't  lose  confidence.  He  has 
been  through  it  dozens  of  times 
and  shouldn't  panic.  A  private  deal 
can  be  cheaper  too,  since  there  are 
no  brokers  to  be  paid  sales  com- 
missions. Moreover,  a  venture  cap- 
italist can,  in  Fisher's  words,  "turn 
on    the    spigot   when    a    company 


needs  more  money."  That  is,  he  can 
invest  additional  capital  on  very 
short  notice.  No  lengthy  prospec- 
tuses, no  costly  registration  proce- 
dures. Public  companies  do  not  en- 
joy this  kind  of  flexibility. 

"In  general,"  says  Fisher,  "a  so- 
phisticated, experienced  venture 
capitalist  is  a  more  interested,  help- 
ful backer  than  most  investment 
bankers."  For  a  would-be  entre- 
preneur, the  collapse  of  the  new- 
issues  market  needn't  be  a  disaster. 
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Turning  a  bleak  outlook 
into  a  bright  prospect 


He  lives  in  an  urban  ghetto.  He 
comes  from  a  broken  family.  He's 
a  school  dropout.  He's  had  some 
scrapes  with  the  bw.  His  chances 
for   employment   are — good! 

That's  right.  Employment  pros- 
pects for  so-called  "disadvantaged" 
persons  are  bright.  Thanks  to  the 
efforts  of  business,  government, 
labor  unions,  and  other  concerned 
organizations. 

Bethlehem  Steel  is  only  one  of 
hundreds  of  firms,  large  and  small, 
that  are  deeply  involved  in  pro- 
grams to  not  only  hire  the  disad- 
vantaged, but  help  them  stay  on 
the  job  and  make  good.  For 
example: 

...  In  the  first  year  of  the  Na- 
tional  Alliance   of   Businessmen's 


JOBS  Program,  which  ended  in 
mid-1969,  we  hired  460  employees 
from  the  ranks  of  the  hard-core  un- 
employed and  trained  them  for 
productive  work. 

.  .  .  For  the  1970  program,  we 
have  pledged  to  hire  and  train  over 
900  more. 

...  At  the  plants  and  shipyards 
engaged  in  this  program,  we  have 
assigned  personnel  specialists  to 
counsel  and  guide  those  employ- 
ees, helping  them  to  remain  on  the 
job. 

. . .  One  of  our  largest  employee 
training  programs  is  designed  to 
assist  employees  in  improving  their 
abilities  in  the  basic  skills  of  read- 
ing, writing,  and  arithmetic.  Over 
1,000  workers  at  two  of  our  largest 


plants  have  already  completed  an 
adult  education  course.  Many  of 
these  earned  high  school  equiva- 
lency certificates.  The  course  is 
conducted  in  classrooms  provided 
by  Bethlehem,  with  instruction 
funded  by  the  Federal  Govern- 
ment's Manpower  Development 
and  Training  Act,  and  with  the  co- 
operation of  the  United  Steel- 
workers  of  America. 

There's  a  lot  more  to  this  than 
simply  helping  others  to  achieve 
dignity,  it's  part  of  an  overall  effort 
to  improve  the  quality  of  American 
life,  to  make  our  communities  bet- 
ter places  for  all  of  us. 

Give  a  guy  a  break.  Hire  the  dis- 
advantaged. We're  doing  it,  and  it 
works. 


iTHLEHEM  STEEL 

BBTHUHEM  STEEL  CORPORATION,  BETHLEHEM,  PA 


BETHI  EHEM 

st;el 


The  Crane  valve  line! 

>i-inch  small, 

3-sffories  tall 
and  a  world  wide* 


Write  for  information  on  using  Crane  valves  in  your  community  or  industry. 


When  you've  seen  one  Crane  valve,  well . . . 
you  haven't  begun  to  see  them  all. 

We  make  valves  in  11  countries.  From  mass- 
produced  y4-inch  bronze  gate  valves  to  15-ton, 
3-story-high  valves  for  nuclear  power  service. 

Valves  for  any  temperature  use.  Valves  that  a 
but  turn  themselves  on  and  off.  Valves  of 
exotic  tantalum. 

Valves  that  bring  natural  gas  to  Me 
bourne,  Australia's,  21/2  million  people 
Help  keep  a  killer  whale  alive  in  Florida 
and  drinking  water  on  tap  in  cities  a 
over  the  world  (including  those  in 
Southern  California  served  by  the 
largest  water  supply  system  in  the 
U.S.). 

Crane.  Manufacturer  of  the  broadest  line  of 
valves  in  the  world.  Also,  of  water 
treatment  systems,  plumbing 
and  heating  equipment,  aircraft 
and  aerospace  products,  steel 
and  wire  products.  Crane  Co., 
300  Park  Avenue, 
NewYork,N.Y.  10022. 


'    If  it  flows: 


CRANE 


We  won't  get  caught 
mtii  our  pants  down. 

Not  us.  Not  AMF.  We've  got  a 
uckled-down,  tied-up  support 
system  that  practically  guarantees 
success  in  the  Seventies. 

We're  putting  our  money  and  our 
energy  and  our  experience  against 
two  basic  growth  markets — 
industry  and  leisure. 

Business  and  Pleasure.  Either  of 
them — by  itself — is  big  and  getting 
bigger.  But  put  'em  together  and 
you've  got  a  classic 
of  two  markets  th 


grow  faster  because  they  grow  on 
each  other. 

In  the  front  of  the  house,  we're 
producing  systems,  products  and 
machines  that  help  industry 
produce  more,  produce  faster,    ' 
produce  at  less  cost,  create  more 
leisure  time. 

In  the  back  of  the  house,  we're 
producing  sports  and  recreation 
equipment  that  help  people  use  up 
the  leisure  time  that  we  created  in 
the  front. 


We've  got  the  economy  coming 
and  going.  Last  year  to  the  tjune  of 
over  $600,000,000  in  sales. 

Maybe  you  should  take  a, fresh 
look  at  us.  Starting  with  our 
Annual  Report. 

Just  reading  that  would  be 
mixing  business  with  pleasure. 


AMF 

mixes  business 
with  nleasure. 


(Continued  from  page  30) 
ti\e  office,  fancy  painting  on  the  walls 
and  a  bunch  of  high-priced  reception- 
ists who  would  knock  \our  eyes  out. 
Try  to  talk  to  them  about  how  their 
company  is  doing  and  all  they  want  to 
talk  about  is  their  paintings. " 

Adds  Meyer:  "We've  got  two  com- 
panies down  in  San  Diego  that  are 
located  side  by  side.  One  guy  watches 
his  costs  and  cash  flow  like  our  money 
was  his  own;  the  other  guy  is  a  spend- 
er. In  the  first  gu\'s  office  you  find  a 
couple  of  folding  chairs  and  no  car- 
pet;   in    the    second    guy's   office   it's 


beautiful.     Only     guess     which    one 
is  making  the  most  money?" 

To  be  successful,  a  venture  must  of- 
fer a  truly  huge  gains  potential.  The 
backer  wants  at  least  four  to  five  times 
his  money  back  as  compensation  for 
the  risks  and  the  inevitable  flops. 
The  entrepreneur  wants  to  become 
rich,  too,  naturally;  if  for  no  other 
reason  than  that  is  his  scorecard  for 
success.  And  the  prospect  must  be 
broad  enough  to  offer  chances  for  at 
least  a  few  other  noncapitalists  to  be- 
come capitalists,  because  the  success  of 
the  venture  depends  in  part  on  attract- 


ing a  talented  team.  In  fact,  some  ven- 
ture capitalists  want  to  see  this  team 
in  place  before  they  invest.  "If  two  or 
more  of  the  top  spots  in  production, 
marketing  or  finance  aren't  filled,  or  if 
no  plans  are  in  the  works  to  fill  them, 
we  are  not  interested  in  talking  any 
further  with  a  prospect,"  says  Midland 
Capital's  des  Vallieres. 

Backers  will  investigate  the  other 
key  men  as  thoroughly  as  the  prospec- 
tive chief  executive,  checking  with 
former  employers,  competitors,  friends, 
neighbors,  college  professors  and  the 
like.  "Our  investigation  makes  an  FBI 


Damd  a.  Bosses'  had  a  disagree- 
ment with  his  boss  and  quit  in  Feb- 
ruar\  1967.  With  the  aid  of  some 
willing  venture  capitalists,  he  start- 
ed a  little  company  that  has  be- 
come one  of  his  former  employ- 
er's stiffest  competitors. 

The  company  he  left  was  In- 
dustrial Nucleonics  of  Columbus. 
Ohio,  a  $20-million  (sales)  sup- 
plier of  computer-based  process 
control  systems.  Bossen,  a  large, 
outgoing  man  of  43  with  a  com- 
manding presence,  was  general 
manager  of  the  company.  After 
quitting,  he  moved  to  San  Fran- 
cisco where  he  met  William  Draper, 
head   of   Sutter   Hill   Capital   Co., 


Portrait  of  a  Prom/sing  Young  Venture 
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one  of  "The  Group"  of  venturers 
operating  there.  Impressed  with 
Bossen  and  his  background.  Dra- 
per started  looking  for  a  company 
Bossen  could  run  and  he  could 
back.  "We  looked  at  more  than  30 
companies  but  couldn't  find  the 
right  one,"  says  Bossen. 

Bossen  was  still  determined,  and 
decided  to  start  his  own  company 
in  the  computer  field  from  scratch. 
But  starting  fresh  usually  takes 
more  capital  than  acquiring  a  small 
going  concern  does— and  the  risk  is 
normally  greater.  Bossen  knew  what 
business  he  wanted  to  be  in:  com- 
puter-based controls  for  papermak- 
ing.  He  knew  how  much  money  he 
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Bossen  of  Measurex  Corp. 


wanted:  .$.1.3  million.  And  he  knew 
the  risks:  competing  with  IBM  and 
Industrial  Nucleonics. 

Draper  did  not  feel  that  he  alone 
could  finance  the  entire  deal.  But 
when  Paul  Bancroft  of  New  York's 
Bessemer  Securities  agreed  to  come 
in,  the  deal  was  sewed  up.  Ban- 
croft decided  Bossen  had  several 
things  going  for  him.  One  was  his 
own  high-level  managerial  experi- 
ence, rare  in  technology  entrepre- 
neurs. Another  was  the  men  he  was 
recruiting.  Eugene  R.  Anderson 
from  Electronics  Associates  had 
considerable  controls  experience. 
Charles  M.  Worthley  from  Bossen's 
old  company  was  a  top-notch  sales 
executive.  The  prize  catch  was  Erik 
B.  Dahlin,  a  young  Swede  with  an 
international  scientific  reputation 
plus  four  years  of  experience  at 
IBM  in  Bossen's  very  product  area, 
papermaking  control  systems.  Still 
another  plus:  Measurex'  pioneering 
use  of  digital  rather  than  the  ana- 
log computers  others  had  been 
using  in  control  systems.  "The  first 
computers  used  to  control  paper- 
making  were  failures,"  says  Bossen. 
"They  logged  the  data  but  they  did 
very  little  controlling." 

Bancroft  agreed  to  put  up  the 
major  chunk  of  Bossen's  initial  cap- 
ital and  has  never  regretted  it.  Af- 
ter nearly  two  years,  Measurex  was 
in  the  black  with  a  large  backlog 
of  orders  from  paper  companies  in 
the  U.S.  and  Europe.  Bossen  esti- 
mates he's  two  years  ahead  of  his 
own  "extremely  conservative"  time- 
table and  about  one  to  IJ2  years 
ahead  of  his  competition,  including 
Industrial  Nucleonics,  in  the  paper 
market.  Perhaps  the  best  measure 
of  Bossen's  progress  is  the  universal 
lament  of  venturers  who  were  skep- 
tical at  first  and  now  have  only 
small  participations  in  Measurex. 
"What  can  I  say?"  moans  one  in 
San  Francisco.  "I  just  wish  I  had  a 
hell  of  a  lot  more  of  it." 
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security  check  look  like  child's  play," 
boasts  a  Boston  venture  capitalist.  The 
reason  is  obvious:  There  is  so  little 
management  depth  in  a  tiny,  new  com- 
pany that  what  managers  there  are 
must  be  first  rate. 

"You  see  it  so  often,"  says  Hale 
Bros.'  Thoreau.  "The  president  chooses 
his  old  college  buddy  to  be  his  pro- 
duction vice  president  or  he  chooses  a 
guy  he  knows  will  pose  no  threat  to 
his  control  of  the  company.  I  have  a 
problem  company  now  where  the  head 
of  sales  is  a  great  salesman  out  in  the 
field,  but  simply  has  no  talent  for  plan- 
ning a  marketing  strategy." 

Says  Data  Science  Venture's  Collins: 
"You  hear  these  stories  about  a  com- 
pany president  calling  up  his  backers 
on  Monday  to  tell  them  he  isn't  going 
to  be  able  to  meet  his  payroll  on  Fri- 
day. Nine  times  out  of  ten  it  happens 
where  the  company  hired  a  bookkeep- 
er as  its  top  financial  guy  instead  of  a 
real  controller  who  knows  what  cash 
flow  projections  are  all  about." 

He  adds:  "I've  heard  so  many  com- 
pany presidents  in  trouble  alibi  that 
they  are  surrounded  by  incompetents. 
Hell,  they  created  it.  They've  got  no- 
body to  blame  but  themselves." 

Summing  up,  Collins  says:  "A  com- 
mon failing  is  the  ability  to  think 
serially,  that  is,  to  think  of  all  the  key 
factors  at  one  time  and  in  a  coordi- 
nated fashion."  This  is  not  a  skill  you 


can  pick  up  at  business  school.  "No- 
body had  to  tell  men  like  Henry  Sin- 
gleton at  Teledyne  or  Larry  Spitters  at 
Memorex  what  to  do  and  when  to  do . 
it,"  says  Bessemer  Securities'  Ban- 
croft. "When  you  finally  get  one  like 
that,  after  dozens  and ,  dozens  of  in- 
vestments, it's  an  absolute  joy  to 
watch."  Obviously,  this  is  a  rare  bird. 

Covering  the  Bases 

Bank  of  America's  Albert  Meyer 
was  asked  what  his  reaction  might 
have  been  had  Chester  Carlson,  the 
scientist  who  invented  xerography, 
walked  into  his  office  and  asked  for 
money  to  start  a  copying  machine 
company.  "If  it  had  just  been  Carlson 
alone,"  Meyer  replied,  "I'm  afraid  our 
answer  would  have  been  no." 

In  fact,  Carlson  recognized  the  folly 
of  trying  to  start  his  own  company  to 
capitalize  on  his  invention.  He  de- 
cided he  lacked  the  management  skill 
and  the  temperament,  so  he  shopped 
the  process  around  to  companies  like 
IBM,  Kodak  and  Battelle  Memorial  In- 
stitute (which  licensed  it  to  Xerox). 
Rare  bird  that  he  was,  Carlson  real- 
ized he  wasn't  the  right  kind  of  a  rare 
bird.  As  a  reward  for  his  prudence, 
Carlson  wound  up  with  a  personal  for- 
tune of  several  hundred  million  dol- 
lars. Had  he  gone  into  business  him- 
self, he  might  have  gone  broke.  Carl- 
son gave  up  the  satisfaction  of  running 


his  own  show,  but  he  knew  well  both 
his  strength  and  his  limitations. 

Bessemer  Securities'  Bancroft  de- 
scribes a  man  he  thinks  has  what  it 
takes  to  build  a  company,  David  Bos- 
sen^  who  heads  a  Bessemer-backed 
firm,  Measurex  Corp.  (see  box,  p.  35). 
Starting  from  scratch  less  than  two 
years,  ago,  Bossen  has  attracted  an 
impressive  nucleus  of  men  into  his 
company,  pinpointed  a  highly  prom- 
ising market,  piled  up  an  impressive 
backlog  of  orders  and  already  is  solid- 
ly in  the  black.  "You  don't  find  a  guy 
like  Dave  very  often,"  says  Bancroft, 
whose  firm  is  the  lead  investor  in 
Measurex.  "He's  had  general  manager 
level  experience  in  a  larger  company 
and  he's  a  natural  leader.  With  him, 
building  and  running  the  company 
seems  to  be  instinctive."  Bossen 's  gen- 
eral manager  experience  will  become 
more  valuable  as  his  company  grows 
larger  and  more  complex.  Then  the 
entiepreneur  must  become  a  manager. 

The  smart  entrepreneur  then  must 
know  when  he  is  in  over  his  head. 
Before  starting  Scientific  Data  Sys- 
tems, founder  Max  Palevsky  was  an 
assistant  professor  of  mathematics  at 
UCLA.  He  spotted  an  opening  where 
IBM  was  relatively  weak— scientific 
computers— and  persuaded  Arthur 
Rock  to  back  him.  The  company  was 
a  technological  and  marketing  success 
almost  from   the   start,   but  Palevsky 


Trap  Play.  No  football  quarterback  would  dream  of 
running  a  play  through  a  side  of  the  line  where  there 
are  no  blockers.  Yet  many  would-be  entrepreneurs 
make  this  mistake-.  They  decide  they  can  get  by  with- 


out, say,  a  talented  marketing  expert  or  an  experi- 
enced financial  controller.  Few  small  companies  with 
big  ambitions  have  ever  succeeded  where  the  quarter- 
back, the  entrepreneur,  tried  to  play  all  the  positions. 
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Many  Start,  Few  Finish.  Bankrolling  new  cui/.(->unici  li 
a  lot  like  wagering  on  a  steeplechase  race.  Many 
fledgling  enterprises  fall  and  never  make  it  to  the 
finish  line.   That  is  why  venture  capitalists,  who  might 


ami  for  a  three-  or  ftve-to-one  appreciation  potential 
on  a  company  that  has  survived  its  first  two  or  three 
years,  will  insist  on  a  ten-to-one  payoff  potential  or  bet- 
ter before  backing  a  company  that  is  just  starting  up. 


had  little  financial  experience.  For  a 
company  that  leased  most  of  its  equip- 
ment and  had  large  researdi  and 
de\e]opment  expenses,  finances  and 
financial  controls  were  obviously  im- 
portant. A.s  the  company  f^rew  larger 
and  more  complex,  Pale\sk\  became 
increasingK  aware  of  the  manage- 
ment void.  It  was  cleared  up  when  he 
lirought  in  Santord  Kaplan,  once  a 
protege  of  Robert  McXamara  at  Ford, 
as  \ice  president  for  finance  and  ad- 
ministration in  1966.  Palevsky  contin- 
ued as  chief  executive,  but  sources 
agree  that  Kaplan  actualK  ran  the  com- 
pany's operations  until  it  was  accjiiired 
b\'  Xerox  last  sunnner. 

Not  all  ne\\-compan\  bosses  iiave 
the  insight  into  themselves  that  Pal- 
evsky and  Carl.son  showed.  .Many  ol 
them  so  love  being  boss  that  the\  try 
to  rationalize  away  their  shortcomings. 
.\t  this  point,  the  venture  capitalists 
often  have  to  step  in. 

One  of  the  Sau  Francisco  grouj) 
tells  about  a  small  time-sharing  com- 
pany on  the  West  Coast  where  the  en- 
trepreneur's own  subordinates  led  a 
revolt  from  the  ranks.  "The  man  was 
a  terrific  salesman,"  he  says,  "but  he 
couldn't  make  decisions  qm'ckly  or 
l)ring  liimself  to  fire  people  when  nec- 
essary. Finalh  some  of  his  executives 
came  to  us,  the  backers,  and  asked  us 
to  get  rid  of  the  guy.  They  owned 
some  stock  too  and  they  didn't  think 
this  man  was  the  fellow  who  was  go- 
ing to  make  it  worth  something." 

He  adds:  "It  turned  out  that  we 
didn't  like  the  man  they  wanted,  so 
we  compromised  on  a  third  guy." 

An  eastern  venture  capitalist  tells 
about  another  company  started  by  six 
very  bright,  ambitious  young  men  who 
couldn't  decide  which  one  should  be 
president.  So  they  settled  on  the  team, 
or  committee,  approach.  "The  trouble 
was,"  this  venture  investor  says,  "every 
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time  two  of  them  went  to  the  John 
they  held  a  board  meeting."  Very 
shortK  open  warfare  broke  out  and 
the  firm  was  on  the  verge  of  collapse. 
At  this  point  the  backers  stepped  in. 
They  persuaded  three  of  the  founders 
to  resign  and  put  their  stock  in  a 
voting  trust.  Then  they  brought  in  a 
new  president  from  the  outside. 

Anyone  who  has  been  in  venture 
capital  very  long  can  tell  similar  sto- 
ries about  firing  company  presidents. 
"It's  obviously  not  a  pleasant  task," 
says  Hale  Bros.'  Thoreau.  "Usually, 
however,  the  man  knows  he  is  in  over 
his  head.  After  it's  over,  he  is  often 
relieved  to  be  rid  of  his  burden." 

The  Driver's  Seat 

Other  than  in  such  crises,  venturers 
are  sensitive  about  accusations  that 
they  try  to  run  or  otherwise  interfere 
with  companies  in  which  they  invest. 
NoiTTudly  they  do  not;  with  30  or  40 
companies  in  their  portfolio  they  sim- 
ply do  not  have  the  time.  But  when 
trouble  develops,  they  don't  wait  for 
an  invitation  to  roll  up  their  sleeves 
and  pitch  in. 

It  is  for  just  such  emergencies  that 
venture  capitalists  prefer  to  own  vot- 
ing control  of  a  company.  To  be  sure, 
a  few  v\  ill  tell  you  that  "management 
ought  to  feel  the  company  is  theirs 
and  own  51%  plus,"  but  they  are  def- 
initely in  the  minority.  "I'm  suspicious 
when  1  run  into  an  entrepreneur  who 
makes  a  big  fuss  over  having  control," 
says  one  venturer.  "What's  he  afraid 
of?"  Says  another:  "Look,  Henry  Sin- 
gleton never  worried  for  a  moment 
about  how  much  of  Teledyne  he 
owned."  (Singleton  owns  2%  of  Tele- 
dyne.)  Entrepreneurs  will  find  most 
venturers  quite  firm  on  this  point. 
Sometimes  through  a  majority  of  the 
common  stock,  but  usually  through 
convertible  debt,  the  venture  capital- 


ists like  to  have  control.  "I  don't 
want  to  have  to  argue  financial  ques- 
tions with  a  man  whose  main  interest 
is  scientific,"  says  Bancroft. 

Perhaps  the  best  solution  to  the  eter- 
nal question  of  who  should  control  a 
company,  the  backers  or  the  entre- 
preneurs, was  pioneered  by  Frank 
Chambers  of  Continental  Capital 
Corp.  He  came  up  with  what  he  calls 
"the  perfoiTnance  settlement,"  under 
which  the  entrepreneurs'  share  of  the 
stock  depends  on  their  performance. 
The  better  they  do,  the  more  of  the 
company  they  end  up  owning. 

While  venture  capitalists,  clearly, 
are  most  interested  in  sizing  up  the 
men  who  will  run  their  companies, 
they  do  pay  attention  to  product  ideas 
and  marketing  plans  too.  As  a  practi- 
cal matter,  most  of  the  companies  they 
back  are  in  technology  fields,  mainK 
computers,  though  fair  sums  are  also 
being  put  up  to  back  service  and  lei- 
sure-time companies.  In  other  fields 
the  technology  is  simply  too  mature, 
and  the  competition  too  well  en- 
trenched, or  too  much  capital  is  re- 
quired to  make  an  entrepreneurial  ef- 
fort pay  off  sufficiently  unto  the  risk. 

Quite  obviously,  venture  capital  is 
a  difficult  game,  if  a  potentially  re- 
warding one.  Its  biggest  limitation, 
however,  is  not  the  availability  of  cap- 
ital but  the  dearth  of  genuine  entre- 
preneurs and  genuine  entrepreneurial 
ideas.  Given  the  shortage  of  sound  op- 
portunities and  the  huge  potential 
payoff,  it  will  take  more  than  a 
stock  market  crash  to  dry  up  the  mon- 
ey available  to  back  good  ideas.  The 
stock  market  break,  in  fact,  has  mere- 
ly tightened  the  discipline  on  both 
backer  and  backed;  they  can  no  long- 
er count  on  the  new-issues  market  for 
a  fast  bail-out  of  sloppy  ventures. 

Other  than  that,  the  venture  capital 
market  isn't  dead.  It's  just  resting.  ■ 
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What  General  Electric  Didn't  Sell 


Note  that  when  GE  sold  its 
and  it  involves  what  may 


computer  business,  it  held  on  to  time  sharing.  There's  a  good  reason, 
turn  out  to  be  one  of  the  biggest  parts  of  the  computer  business. 


One-Two  Punch.  The  ielefype 
machine  is  small  bui,  hooked 
by  phone  lines  to  a  giant  com- 
puter, it  is  powerful.  One  re- 
quirement for  the  anticipated 
spread  of  time  sharing  is  that 
tens  of  thousands  of  execu- 
tives, engineers,  researchers  and 
others  must  learn  the  com- 
puter's   complicated    language. 


Such  is  the  versatility  and  the  time- 
and  cost-saving  benefits  of  computers 
that  almost  any  business— even  the 
corner  store— can  use  their  services  to 
advantage.  The  trouble  is  that  the 
really  big  computers  are  too  expensive 
and  the  smaller  ones  less  versatile.  En- 
ter time  sharing.  With  time  sharing, 
dozens,  even  hundreds  of  users  can  be 
plugged  into  a  single  computer,  pay- 
ing only  for  the  time  and  programs 
they  actually  use.  In  fact,  the  day 
could  come  when  every  school,  per- 
haps every  home,  would  be  plugged 
into  a  computer  or  computers. 

New  First  Act 

Many  computer  people  feel  that 
time  .sharing  will  be  one  of  the  real 
growth  ends  of  the  computer  business. 
But  lately  it  hasn't  been  growing.  At 
least  not  the  way  the  script  says  it 
should.  Total  sales  last  year  were  just 
$150  million,  about  1.5%  of  total  com- 
puter industry  revenues.  Since  there 
were  more  contenders  than  there  was 
business,  price-cutting  ensued.  In  the 
first  quarter  of  this  year  nearly  20 
small  companies  closed  shop.  GE  and 
International  Telephone  have  closed 
some  of  their  time-sharing  offices. 

Nevertheless,  in  the  last  two  years 
Control  Data  has  announced  it  has 
invested  $50  million  to  build  "the  first 
national  computer  network";  Honey- 
well has  set  up  a  time-sharing  service 
operation;  Computer  Sciences  Corp. 
said  it  is  investing  $100  million 
to  build  a  nationwide  time-sharing 
system;  University  Computing  is 
spending  large  sums.  Current  time- 
sharing leader  General  Electric,  which 
carefully  excluded  its  U.S  time-shar- 
ing setup  from  its  recently  announced 
deal  to  sell  the  bulk  of  its  EDP  opera- 
tion to  Honeywell,  has  put  another 
$55  million  into  an  "international  com- 
puter network";  Western  Union, 
Leasco  and  United  Utilities  have  all 
talked  about  expanding  heavily  into 
time  sharing. 

On  the  market  side,  the  forecasts 
are  that  computer  time  sharing— multi- 
ple users  communicating  with  one 
computer  at  the  same  time— could 
grow  to  be  a  $2-billion  industry  by 
the  mid-Seventies.  That's  a  growth 
rate  of  over  50%  a  year. 

Isn't  such  a  prediction  far-fetched, 
in  view  of  the  problems  of  the  past 
year  or  so?  Many  in  the  industry  think 
the  problems  are  being  worked  out. 
"The  industiy  is  a  hell  of  a  lot 
healthier  than  it  was  nine  months  ago," 
says  Paul  W.  Sage,  head  of  General 
Electrics  time-sharing  operation. 


Sage  thinks  time  sharing  is  passing 
through  the  first  stage  in  its  growth. 
So  far  the  bulk  of  time-sharing  reve- 
nues has  come  from  what  is  called 
"coi\versational"  time-sharing.  A  user— 
often  an  engineer  or  scientist— types  his 
query  at  a  remote  terminal;  it  is  trans- 
-mitted  over  telephone  lines  to  a  com- 
puter, which  relates  it  to  the  proper 
program  in  its  memory  bank;  and  the 
answer  comes  back  to  the  terminal  al- 
most immediately.  GE  had  helped  to 
support  the  pioneering  venture  in  this 
kind  of  time  sharing  at  Dartmouth 
College,  a  venture  that  also  included 
devising  a  simplified  and  easily  taught 
computer  language  called  BASIC.  By 
1968,  greatly  aided  by  the  wide  ac- 
ceptance of  BASIC,  GE  had  captured 
an  estimated  one-third  of  the  total 
time-sharing  market. 

Most  of  the  100  or  so  time-sharing 
companies  that  sprang  up  in  1968  and 
1969  followed  the  same  approach.  It 
was  relatively  simple:  One  rented  a 
computer  and  terminals  from  GE  or 
another  manufacturer,  and  got  much 
of  the  software,  such  as  BASIC,  with 
the  computer.  All  that  remained  was 
to  sell  the  service.  It  was  so  simple 
that  by  late  1968  prices  had  begun 
to  tumble.  "Everyone  was  selling  ba- 
sically the  same  product,"  says  James 
A.  Stone,  head  of  computer  technol- 
ogy at  Quantum  Science  Corp.,  a  tech- 
nological information  service.  "It  was 
like  selling  Fords  against  Chevrolets." 

Stage  Two 

The  time  sharing  that  GE  and  the 
other  big  computer  companies  are 
talking  about  now  is  quite  different 
from  conversational  time  sharing.  Re- 
mote terminals  will  still  communicate 
to  central  computers.  But  instead  of 
being  oriented  toward  relatively  small- 
er research  problems,  the  computers 
could  handle  payroll,  inventory  and 
accounting  jobs  that  are  now  done 
manually  or  with  small  on-site  com- 
puters. "It  opens  up  a  big  new  market 
of  the  small  and  medium-sized  busi- 
ness where  there  is  very  little  competi- 
tion from  the  hardware  manufactur- 
er," says  William  R.  Hoover,  president 
of  Computer  Sciences. 

Some  of  the  time-sharing  networks 
plan  to  go  even  further.  They  will  link 
into  data  bases  containing  current  in- 
fonnation  on  such  subjects  as  stock 
prices,  hotel  rooms,  legal  precedents, 
bibliographical  material  or  economic 
data.  Anyone  who  has  a  terminal  can 
inspect  the  data. 

It  is  this  so-called  commercial  mar- 
ket that  the  big  boys  are  aiming  at. 
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^t  year.  Nicky  K.,age  three,  drank  a  bottle  of  furniture  polisli 
"Tlephone  number  saved  his  life. 


.  The  poisoning  took  place 
Tyringham,  Mass. 

The  number  belonged  to 
poison  control  center  135 
lies  away. 

But  what  if  Nicky's  par- 
ts didn't  know  it  existed? 

What  if  they  had  to  waste 
ecious  minutes  frantically 
arching  through  phone 
►oks  before  they  could  even 
tempt  to  reach  it? 

And  what  if  they  needed 


something  more  than  advice 
over  the  telephone —like  a  doc- 
tor or  ambulance? 

At  Metropolitan  Life,  we 
are  working  to  keep  all  those 
"what  if's"  from  becoming 
"if  onl/s!' 

In  many  communities, 
we're  distributing  emergency 
kits  with  lists  of  numbers  that 
can  make  the  difference  be- 
tween life  and  death. 

It's  part  of  a  44-year-long 


effort  on  our  part  to  show 
people  how  to  avoid  emergen- 
cies, and  how  to  handle  those 
that  are  unavoidable. 

Because  accidents  will 
happen. 

And  when  they  do,  what 
people  don't  know  can  hurt 
them. 

S]|S  Metropolitan  Life 

We  sell  life  insurance. 
But  our  business  is  life. 
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^^Ib  most  people, 
Mohawk  means  Data 

Recorders. 

1fet  today  that's 
only  30  per  cent  of 
our  business!' 

Comments  from  Orrin  B.  Craigie,  Vice-President,  Marketing. 


"When  Mohawk  was  started  back  in 
1964,  the  scheme  centered  around 
the  key-to-tape  device.  After  all, 
the  punch  card  was  an  antique.  It 
had  been  around  since  i8go.  Some- 
one had  to  develop  a  way  to  get 
information  into  a  computer  faster. 
Mohawk  did  it  by  going  to  mag  tape. 
We  figined;  the  third  generation 
computers  talk  tape — why  not  speak 
their  language? 

"Fine.  The  Data-Recorder  has 
been  very  successful.  Problem  is, 
people  always  remember  us 
for  our  tape  breakthrough,  and 
nothing  else. 

"Well,  we  can  do  plenty  for 
encores.  Forty  per  cent  of  our  busi- 
.ness  is  in  data  communications.  We 
make  card  readers  and  card  punches 
and  card-to-tape  converters.  We've 
got  over  8,000  line  printers  in 
operation  all  over  the  world.  We 
turn  out  a  fantastic  line  of  digital 
strip  printers. 

"Mohawk  might  have  started  out 
wdth  a  device, but  it  wasn't  anything 


but  a  means  to  an  end.  The  end 
was  to  structure  a  sales  and  service 
organization,  a  marketing  network, 
large  enough  and  good  enough 
that  Mohawk  could  sell  and  service 
anything  it  made  anywhere  in  the 
country. 

"After  all, the  computer  business 
has  always  been  loaded  with  hot 
hardware  and  brilliant  ideas . . .  but 
service  has  been  quite  another 
story.  So  the  groundwork  was  laid 
very  firmly  for  our  service  system. 
It's  rather  funny,  actually.We're 
known  for  a  breakthrough. Yet 
Mohawk's  success  has  really  been 
based  on  a  very  ordinary  concept, 
that  of  service." 

Mohawk  Data  Sciences  Corp. 

Herkimer,  New  York 
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Quantum  Science  estimates  that  less 
than  $100  million  of  the  current 
time-sharing  market  is  commercially 
oriented;  the  rest  is  scientific.  But 
it  estimates  that  $1.7  billion  of  the 
mid-Seventies  market  of  $2  billion  will 
be  commercial  time  sharing. 

Going  in  on  a  nationwide  scale 
makes  sense,  says  Hoover,  because 
the  costs  required  to  put  together 
one  time-sharing  center  are  so  large. 
"There  is  no  in-between  point,"  he 
says.  "These  costs  have  to  be  amor- 
tized over  a  large  number  of  systems." 

The  anticipated  market  is  so  much 
bigger  than  the  present  one  that  no- 
body really  has  much  of  a  head  start- 
not  GE  or  even  International  Business 
Machines.  It  is  estimated  that  IBM 
now  has  only  about  20%  of  the  time- 
sharing market,  compared  with  its  es- 
timated 70%  of  the  computer  manu- 
facturing business. 

IBM's  seeming  lag  is  due  largely 
to  GE's  large  market  share.  And  to 
the  fact  that  it  has  been  so  busy  sell- 
ing computers  that  it  hasn't  had  the 
time  to  focus  on  the  relatively  small 
lime-sharing  market.  "It  is  very  diffi- 
cult for  IBM  to  commit  itself  to  this 
[time  sharing]  as  their  top  priority 
item,"  says  Hoover. 

IBM  has  also  run  into  legal  prob- 
lems with  its  time-sharing  sales.  Thus, 
in  1968  it  moved  its  time-sharing  sales 
force  into  its  wholly  owned  Service 
Bureau  Corp.  subsidiary  which,  un- 
der the  1956  Consent  Decree  with  the 
Justice  Department,  can't  use  the 
IBM  name  in  its  marketing. 

Survival  of  fhe  Fiffesf 

But  if  it  is  clear  why  so  many  com- 
panies are  betting  so  much  money  on 
what  is  now  a  small  market,  it  is  far 
from  clear  who  will  have  the  brains 
and  the  strength  to  survive.  Tight 
money  and  a  weak  stock  market  are 
making  the  financing  of  new  ventures 
difficult.  Stock  prices  may  take  a  long 
time  to  rise  even  when  the  market 
starts  to  move  up  again:  Investors  are 
skeptical  of  the  industry's  practice  of 
deferring  the  costs  of  huge  projects, 
labeling  them  "assets,"  and  then  sud- 
denly writing  them  ofi^  when  they  don't 
turn  out  to  be  profitable. 

The  biggest  pressure  will  be  on  the 
many  small  companies  in  the  field, 
but  GE's  Sage  thinks  that  some  can 
survive  if  they  stick  to  a  single  geo- 
graphic region  or  a  .specialized  service. 
"These  can  be  the  guys  who  are  the 
toughest  for  us  to  sell  against,"  he  says. 

As  for  the  big  nationwide  systems 
that  GE,  Computer  Sciences,  Control 
Data  and  the  others  talk  of  spending 
millions  of  dollars  to  install,  they  are 
the  entries  in  what  promises  to  be 
quite  a  race,  with  some  very  big  win- 
ners. And  some  very  big  losers.  ■ 
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Emerging  Giant  Down  Under 

In  little  over  a  decade,  Australia's  Comaico 
Ltd.  has  established  itself  as  a  major  alumi- 
num enterprise  with  a  worldwide  influence. 


When  Australia's  Comaico  Ltd.  went 
public  a  few  weeks  ago,  the  under- 
writers priced  the  13-million  share  of- 
fering—10%  of  those  outstanding— at 
$2.75  a  share,  or  21  times  earnings. 
In  Australia's  accelerating  mining 
boom,  such  multiples  are  not  remark- 
able—except that  Comaico  isn't  really 
a  mining  but  an  aluminum  company, 
which  under  normal  circumstances 
would  not  enjoy  that  sort  of  multiple. 
After  all.  Kaiser  Aluminum  &  Chem- 
ical, which  owns  45%  of  Comalco's 
common,  sells  at  a  mere  ten  times 
earnings;  and  even  that  looks  good 
beside  Alcan's  eight. 

Comalco's  high  multiple  isn't  sim- 
ply the  result  of  the  speculative  fever 
that  grips  all  Australian  exchanges 
these  days.  The  fact  is  that  Comaico 
can  go  far  toward  justifying  the  sort 
of  price/earnings  ratio  that  U.S.  in- 
vestors long  associated  with  electron- 
ics companies.  Between  1965  and 
1969,  on  a  136%  sales  gain,  Comalco's 
earnings  rose  from  $3.4  million  to 
$15.9  million,  an  average  annual  in- 


Economisf  Don  Hibberd  came 
to  the  mining  industry  from 
the  Australian  treasury  de- 
partment. One  of  his  great 
talents  as  chief  executive  has 
been  his  ability  to  mesh 
Comalco's  ambitions  with  the 
government's      expectations. 
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-crease  of  47%;  and  the  prospect  is  f( 
another  20%  profit  gain  this  ye 
Other  aluminum  producers  may  coi 
plain  of  their  inability  to  cash  in  on 
the  spectacular  growth  in  their  busi- 
ness, but  not  Comaico.  Last  year  il 
made  nearly  21%  on  equity  vs.  11 
for  Kaiser  and  8%  for  Reynolds;  an^ 
on  only  a  tenth  of  the  sales,  it  man- 
aged to  make  nearly  a  fourth  as  much 
profit  as  Kaiser  did. 

"A  Pirst-Class  Deposit" 

What  makes  Comaico  different 
that  it  had  the  rare  good  fortune 
enter  the  aluminum  industry  at  a  dif- 
ferent time,  from  a  different  directioi 
and  on  a  different  basis  from  aw 
other  producer.  "Comalco's  success 
says  its  able  and  articulate  chief  ex- 
ecutive. Chairman  Donald  James  Hil 
herd,  53,  "stems  from  the  fact  that' 
we  own  a  first-class  mineral  deposit." 

That  it  does.  Its  bauxite  reserves  at 
Weipa  on  the  Cape  York  peninsula  in 
Australia's  tiopical  far  north  (sec 
map)  may  well  be  the  largest  on 
earth,  containing  something  like  2.5 
billion  tons,  or  over  20%  of  the  world's 
known  reserves.  Weipa  bauxite  is  not 
only  rich  (55%  on  average);  it  is 
buried  under  less  than  three  feet  of 
overburden,  and  so  is  uncommonly 
easy  to  mine.  Comalco's  Weipa  mine 
is  already  the  world's  largest  producer 
of  bauxite,  and  its  associated  refinery 
at  Gladstone  will  shortly  become  the 
world's  largest  producer  of  alumina, 
the  intermediate  stage  between  ore 
and  metal.  This  might  suggest  that 
Comaico  will  one  day  also  be  among 
the  world's  largest  producers  of  alu- 
minum, but  that  is  for  the  future. 
"Our  main  effort,"  Don  Hibberd  says, 
"has  been  to  justify  the  magnitude  of 
that  bauxite  deposit." 

The  Weipa  deposits  represent  one 
of  the  industry's  great  missed  oppor- 
tunities. They  were  discovered  in 
1955  by  one  of  Comalco's  copropri- 
etors,  Conzinc  Riotinto  of  Austraha,  a 
mining  subsidiary  of  London's  great 
Rio  Tinto-Zinc  combine  (Forbes,  Dec. 
15,  1966).  CRA  acquired  a  lease  on 
several  thousand  square  miles  of  the 
Cape  York  peninsula,  began  seeking  a 
British  partner  and  finally  wound  up 
with  British  Aluminium,  one  of  the 
U.K.'s  largest  fabricators.  But  when 
BA  came  under  the  domination  of 
Reynolds  Metals  in  1959,  the  project 
languished.  Because  of  its  limited  fi- 
nancial resources,  Reynolds  wanted  to 
keep   W^eipa  on   the  shelf  for  future 
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COMALCO  AUSTRALIA:  TOMORROW,  THE  WORLD! 
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;  development,  while  CRA  and  the  Aus- 
jtralian  government  wanted  to  proceed 
[with  it;  so  Reynolds  bowed  out. 

As  it  happened.  Kaiser  Engineers 
had  already  done  the  initial  conceptu- 
al study  of  the  Weipa  project;  Conzinc 
Managing  Director  William  Robinson 
was  a  close  friend  of  Edgar  Kaiser;  and 
Kaiser  Aluminum  had  the  experience 
in  aluminum  smelting,  fabrication  and 


BLUFF 


PRIMARY  ALUMINIUM  (> 


marketing  that  CRA  lacked.  So  in 
1960  Comalco— short  for  Common- 
wealth Aluminium  Co.— was  formed  as 
a  50-50  partnership  between  Conzinc 
and  Kaiser.  The  Australian  market  was 
too  small  to  realize  Weipa's  potential: 
Only  an  intrusion  into  the  world  alu- 
minum market  could  do  that. 

"Our  object,"   Hibberd   says,   "was 
not  simply  to  develop  a  domestic  alu- 


minum industry,  but  to  develop  that 
bauxite  deposit  in  the  biggest  possible 
way— by  getting  alumina  in  a  massive 
way  and  metal  in  a  massive  way. 
Nothing  in  Australia  could  justify  the 
magnitude  of  the  Weipa  deposit,  and 
we  launched  a  whole  program  of 


so 


developments,  including  a  large-scale 
alumina  plant  in  Queensland  and  a 
large    international    smelter    in    New 


No  Place  to  Live? 


In  1802,  when  Captain  Matthew 
Flinders  first  mapped  the  coast  of 
the  then  largely  unknown  continent 
of  Australia,  he  noted  in  his  log  the 
remarkable  70-  to  80-foot-high  red- 
dish cliffs  that  line  the  western 
shores  of  the  Cape  York  Peninsula. 
What  Flinders  had  seen  was  the 
outcropping  of  the  world's  largest 
bauxite  reserve:  a  massive  agglom- 
eration of  countless  brick-red  pel)- 
bles  that  stretches  in  seams  eight 
to  nine  feet  thick  under  thousands 
of  square  miles  of  tropical  savanna. 
Fhnders  had  no  idea  of  what 
those  red  cliffs  were,  and  even 
Harry  Evans,  the  CRA  geologist 
who  came  upon  them  in  1955  while 
looking  for  oil,  could  .scarcely  be- 
lieve what  he  had  found.  "As  the 
journey  down  the  coast  revealed 
miles  of  bauxite  cliffs,"  he  wrote 
later,  "I  kept  thinking,  if  al!  this  is 


bauxite,  there  must  be  something 
the  matter  with  it." 

There  wasn't.  The  area  was  part 
of  Australia's  aboriginal  reserve— 
the  Weipa  Mission  Station  was  lo- 
cated near  the  site  of  the  present 
town— and  so  commercial  trading 
was  outlawed.  But  the  Australian 
government  withdrew  the  area  from 
the  reserve  and  released  some  2,400 
square  miles  to  CRA. 

Like  so  many  of  the  world's  min- 
ing camps,  Weipa  is  in  one  of  the 
more  forbidding  areas  of  the  earth. 
The  gum  forest  stretches  endlessly 
on  all  sides;  the  climate  is  breath- 
takingly  hot  and  humid;  20-foot 
seagoing  crocodiles  laze  in  the  mud- 
dy rivers;  and  the  nearest  town- 
Cairns,  on  Australia's  east  coast— is 
360  miles  away.  The  area  is  ac- 
cessible only  by  sea  and  air,  but  at 
a  cost  of  $40  million,  Comalco  has 


nonetheless  managed  to  scratch  a 
mine  and  a  town  out  of  the  wild- 
erness,, uncovering  the  red  bauxite 
wherever  its  bulldozers  touched. 

Today  Weipa  claims  a  population 
of  roughly  750,  including  a  fair 
number  of  families,  all  of  whom 
live  in  company  houses.  For  all 
their  barracks-like  air,  the  accom- 
modations are  comfortable  and  at- 
tractive, but  keeping  workers  is  a 
problem.  The  annual  turnover  these 
days  is  only  84%,  which  does  look 
good  beside  the  150%  of  a  few  \ears 
ago.  Weipa  is  destined  soon  to  out- 
grow the  institutional  character  of 
its  housing,  its  minimarket,  its  snack 
bar  and  canteen,  its  community  hall 
and  cinema.  By  1975,  when  Com- 
alco *s  planned  1-million-ton  alumina 
refinery  gets  into  production,  local 
officials  expect  Weipe  to  have  a 
population  of  over  8,000. 
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Zealand."  In  fact,  Comalco  was  forced 
to  proceed  by  stages:  So  ambitious 
was  the  program— including  not  only 
the  refinery  and  smelter  but  a  New 
Zealand  hydroelectric  project  as  well 
—that  it  strained  the  credit  even  of 
Comalco's  well-heeled  backers. 

Weipa  went  into  production  in 
1963  on  the  strength  of  a  three-year 
contract  to  supply  600,000  tons  of 
bauxite  to  Japan.  As  production 
mounted,  Weipa  bauxite  began  to 
flow  throughout  the  world— roughly 
half  to  Japan,  the  U.S.  and  Europe  un- 
der 30-  and  40-year  contracts,  the  rest 
to  the  massive  alumina  refinery 
Queensland  Alumina  Ltd.  built  at 
Gladstone,  in  Queensland,  Australia. 

"In  alumina,"  says  Hibberd,  "the 
economies  of  large-scale  production 
are  vital."  So  Comalco  had  to  abandon 
its  ambition^  of  building  the  p'int  it- 
.self.  Instead,  Kaiser  organized  ,\  con- 
sortium consisting  of  Alcan  (with  an 
eventual  21%  interest),  Pechinev 
(20%),  CRA  (14%),  Comalco  (13%) 
and  Kaiser  itself  (32%).  Gladstone  is  a 
fee  operation:  The  partners  buy  their 
bauxite    from    Comalco     (CRA    and 


Kaiser  getting  cut  rates),  and  QAL 
processes  it  into  alumina  at  cost  on  a 
take-or-pay  basis— that  is,  the  partners 
must  pay  their  share  of  total  process- 
ing costs  whether  or  not  they  take  any 
alumina.  In  the  form  of  alumina,  Wei- 
pa bauxite  supplies  or  will  supply 
Kaiser's  plant  in  Tacoma,  Pechiney's 
Intalco  plant  at  Bellingham,  Wash., 
Alcan's  Kitimat,  B.C.  and  Australian 
smelters,  the  smelter  at  Bell  Bay,  Aus- 
tralia that  Comalco  bought  from  the 
Australian  government  in  1961,  and 
the  CRA-Kaiser-RTZ  Angelsey  smelt- 
er being  built  in  the  U.K. 

QAL  went  into  production  in  1967 
at  600,000  tons  capacity,  was  ex- 
panded to  900,000  tons  in  1969,  and 
should  hit  1,275,000  tons  by  early 
next  year  and  2  million  by  1972.  Wei- 
pa's  production  has  expanded  corre- 
spondingly, from  204,000  tons  in 
1963  to  5  million  in  1969,  a  proba- 
ble 5.6  million  this  year.  Its  capacity 
is  now  7  million  tons,  with  10.5  mil- 
lion in  pro-spect  for  1972  and  15  mil- 
lion by  1975. 

That  15-million-ton  Weipa  capacity 
implies  much  more  expansion  down- 
stream than  Comalco  has  yet  publicly 
admitted.  There  is,  of  course,  the  $80- 


million,  110,000-ton  smelter  at  Bluff, 
New  Zealand  that  Comalco  is  build- 
ing in  partnership  with  two  Japanese 
aluminum  producers— Sumitomo  Chem- 
ical (25%)  and  Showa  Denka  (25%)- 
and  for  which  Comalco  will  provide 
all  the  alumina.  There  is  also  a  $90- 
million,  600,000-ton  alumina  plant  in 
Sardinia  that  Comalco,  with  a  one- 
sixth  interest,  is  building  with  Italian, 
German  and  Swiss  producers. 

But  these  ventures  will  absorb  only 
a  portion  of  Weipa's  expanded  capac- 
ity. To  take  up  the  rest,  Australian 
government  officials  talk  about  a  mil- 
lion-ton alumina  refinery  at  Weipa 
plus  smelters  as  large  as  240,000  tonS 
at  both  Weipa  and  Gladstone. 

Comalco  remains  coy  on  these  proj- 
ects, but  there  is  no  question  that  its 
expansion  is  mounting  rapidly.  Al- 
ready Comalco  and  QAL  together  rep 
resent  an  investment  of  more  than  $400 
million,  with  another  $500  million  al 
ready  committed  and  as  much  again 
probably  needed  for  the  projects  now 
in  the  making. 

What  is  so  striking  is  how  Comalco 
has  managed  to  protect  itself  against 
exposure  to  the  market  during  all  this 
expansion  without,  however,  foregoing 


It  isn't  easy. 
These  five  leading  Scotches  look  pretty 
much  alike. 

They  all  look  light. 

And  they  taste  light,  too. 

Where  Scotches  do  vary  is  in  smoothness. 
And  that's  where  we  shine.  People  who 
know  Scotch  consider  "Black  &l  White" 
(second  from  right)  the  smoothest  of  them  all. 

Maybe  you'll  agree. 

Maybe  you  won't. 

But  we'd  like  you  to  try  it. 
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access  to  it.  The  bulk  of  its  bauxite 
goes  under  long-term  contracts  to 
buyers  who  are  obliged  to  buy  what- 
ever the  state  of  the  market.  Indeed, 
by  1972,  when  Comalco  will  be  capa- 
ble of  producing  10  million  tons  of 
bauxite  annually  (the  raw  material  for 
roughly  2. -5  million  tons  of  alumi- 
num) it  will  be  producing  for  its  own 
account  a  mere  1.31,000  tons  of  pri- 
mary aluminum,  much  of  which  it  will 
be  able  to  process  in  its  own  fabricat- 
ing plants.  "1  think  the  skill  in  this 
•  game,"  Hibberd  says,  "is  to  keep  the 
amount  of  investment  in  semifabricat- 
ed  facilities  as  low  as  possible. 

"The  return  undoubtedly  declines," 
he  goes  on,  "as  you  move  from  mining 
into  refining  and  smelting  and  on  into 
fabricating.  But  not  quite  that  regu- 
larly. Undoubtedly,  the  bauxite  end  of 
the  business  is  the  most  profitable. 
Then,  smelting  is  a  little  more  favora- 
ble than  alumina,  but  not  much.  It's 
in  the  semifabrication  end  of  the  busi- 
ness where  the  profits  are  low. 

"But  you've  got  to  look  at  the  whole 
thing  and  measure  the  final  profit  on 
the  total  business.  We  have  to  be  in 
some  fabrication  in  Australia,  and 
we'll  be  getting  into  more  semifabrica- 


tion facilities  around  the  world.  But 
our  advantage  is  we've  got  a  very  rich 
bauxite  deposit"— so  rich,  in  fact,  that 
Weipa  may  well  provide  more  than 
75'/  of  Comalco's  profits. 

Hil^berd  is  frank  to  admit  that 
Comalco's  primary  ambitions  these 
days  *lie  in  the  international  market, 
and  he  is  moving  as  fast  as  he  can  to 
establish  Comalco  there.  "Our  main 
market  is  in  the  Pacific  basin,"  he 
says,  "but  that  doesn't  exclude  us  from 
other  parts  of  the  world— Europe,  the 
Western  U.S." 

That,  of  course,  will  bring  Comalco 
increasingly  into  head-on  competition 
with  Kaiser.  "We've  had  some  skir- 
mishes already,"  Hibberd  says  cheer- 
fully. "May  the  best  man  win."  Comal- 
co financed  both  the  New  Zealand 
and  Sardinian  smelters  on  its  own, 
and  Hibberd  is  particularly  proud  of 
gaining  access  to  the  Common  Mar- 
ket. Says  he:  "We  surprised  both  CRA 
and  Kaiser  by  pulling  it  off." 

Don'f  Rock  fhe  Boat 

Hibberd  doesn't  expect  any  flak 
from  Kaiser  over  Comalco's  increased 
competition.  Last  year.  Kaiser's  equity 
in   Comalco's    earnings    amounted    to 


something  like  $8  million  or  45  cents 
a  share.  Adding  indirect  benefits  in 
the  form  of  lower-cost  raw^  materials, 
Comalco  was  probably  responsible  for 
15%  to  20%  of  Kaiser's  $60-million  net 
profit.  In  addition,  behind  ever>'  Kai- 
ser share  there  are  three  shares  of 
Comalco,  worth  at  current  market 
around  $13  vs.  a  value  on  Kaiser's 
books  of  maybe  $2.50.  As  Hibberd 
says  gently,  "You  tend  not  to  disturl) 
anything  that's  going  well,  hmm?" 

Comalco's  split  ownership  has  not 
inhibited  its  development  of  an  inde- 
pendent management.  "Basically," 
says  Hibberd,  "we  have  an  Australian 
staff  and  an  Australian  management. 
At  the  board  table,  there's  a  counter- 
balancing of  attitudes.  The  individual- 
ity of  any  company  depends  largely  on 
its  management.  Boards  don't  man- 
age and  create  policy:  They  usually 
approve  or  reject  policy,  or  modify  it. 
Management  has  to  have  a  fair  degree 
of  freedom.  If  we  can't  make  decisions 
quickly,  day  to  day,  then  we  find  our 
competitors  are  three  or  four  steps 
ahead  of  us." 

At  this  point,  however,  Comalco  is 
clearly  at  the  head  of  the  pack— per- 
haps even  ahead  of  Kaiser.  ■ 


The  new  National  Lead. 


The  new  National  Lead  goes  to  sea  .. . 
to  the  moon  . . .  and  everywhere  on  earth. 
With  the  help  of  titanium  metal. The  world's 
leading  producer  of  this  travel-age  metal 
is  the  Titanium  Metals  Corporation  of 
America,  a  jointly  owned  subsidiary  of 
National  Lead.  Titanium  metal  is  essential 
todesalinization  plants,  space  vehicles, 
jumbo  jets.  We  help  take  the  salt  out 
of  seawater. . .  men  to  the  moon . . . 
and  you  —  wherever  you  want  to  go. 


The  new  National  Lead  is  fast  in 
fasteners.  Small  as  they  seem, 
they're  vital  to  U.S.  industry— from 
aircraft  to  household  furniture. 
Your  new  car,  for  example,  needs 
thousands  of  screws  and  bolts.  Our 
Southern  Screw  Division  makes 
fasteners— and  keeps  2  billion 
of  them  in  stock:  all  the  better  to 
hold  modern  industry  together. 


The  new  National  Lead  is 
on-the-spot  wherever  men 
battle  nature  for  the  lifeblood  of 
modern  existence  — petroleum. 
Our  Baroid  Division  supplies 
unique  and  essential  drilling 
materials  and  equipment, 
chemicals  and  engineering 
services  for  oilfields  through- 
out the  world. 


Meeting  the  worldwide  needs  of  the  chemicals,  metals,  nuclear,  petroleum,  automotive  and  aerospace  Industries. 


NATIONAL  LEAD 
For  further  information  write  National  Lead  Company,  Room  1554,  111  Broadway,  New  York,  N.Y. 10006 


(Z) 


:^l 


A 


\— 


V-' 


n  1939  it  didn't  take 

:h  talent  to  make 

Drporation  look 

d  to  employees. 

\  dull  name  on  a 

I  check  was  attractive. 

Jut  this  is  1970.  When  American 

porations'  most  attractive  features  are 

den  incomes:  the  fringes. 

knd  making  employee  benefit  fringes 

active  takes  talent. 

*aid  holidays,  paid  vacations,  Group 

ipital  Insurance  and  Group  Life 

xrance  don't  dazzle  anyone  today. 

y're  expected. 

f  a  corporation  wants  its  hidden 

)mes  to  dazzle,  they  had  better  look 
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your  corporation 
little  or  nothing. 


CNA  has  even 
developed  programs 
like  Auto  and 
Homeowners  for  your 
employees.  And  we'll  continue 
more  like  this:  24-hour  Accidental  Death;      to  develop  more.  Lots  more. 


Announcing  fringe  benefits  that  make 
a  company  look  good. 


Long  Term  Disability,  Non-Contributory 
Group  Life.  Policies  that  have  been 
standards  with  us  for  years. 

We're  CNA.  And  we're  constantly 
working  on  new  fringes  for  companies. 
Fringes  that  an  employer  contributes  to 
only  if  he  chooses. 

Payroll  Deductible  Fringes. 

Attractive  employee  benefits  that  cost 


Contact  your  agent.  Or  write  to  us. 

Talk  to  us  about  your  hidden  incomes 
For  practically  nothing,  we'll  help  make 
you  attractive  to  your  most  important 
asset. 

Your  people. 

Have  it  your  way. 

*"  C7\^  /insurance 
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How  we  helped 
r  harpoon 
big  savings. 


It  took  a  whale  of  a  car. 

If  a  whale  can't  swim,  the  cheapest  way  he  can 
travel  is  Southern  Railway.  The  American  Mu- 
seum of  Natural  History  found  this  out  when  they 
had  to  ship  a  2-ton,  92-by-28-foot  fiber  glass  Blue 
Whale  to  New  York  City. 
The  cost  of  using  ordinary  boxcars  would  have 
been  prohibitive.  So  we  solved  the  problem  with 
our  big  60-foot  car,  designed  for  big-load  econ- 
omy. The  whale  was  shipped  in  15-foot  pieces 
and  arrived  in  New  York  safe  and  sound. 

We  don't  carry  a  whale  every  day.  But  the  same 
thinking  that  cut  his  travel  expenses  is  working 
every  day  at  Southern  to  save  you 
money  on  less  sensational  shipments. 
Southern  Railway  System,  Washing- 
ton, D.C. 
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LOOK  AHEAD  LOOK  SOUTH 


^Mlitkoteco 
ii  own  bridge, 


\  majestic  concrete  span.  From  Formboard  roo 

foundations  to  roadway.  From  structural  Roof  insulation 

Eements  to  protective  coatings.  To  build  Veneer  plaster 

i  bridge.  Or  a  city.  Flintkote  has  it  all.  Water-resistan 

We've  come  a  long  way  since  we  were  Aluminum  coat 

known  as  "the  roofing  company."  Sculptured  vin 


Formboard  roof  deck  systems 


Portland  masonry  cement 

'ortland  regular  cement 

"rushed  stone  aggregates 

Portland  hi-early  cement 

Diabase 

Construction  sand 

Ready  mixed  concrete 

ndustrial  sand 

-luxinglime 

Silica  sand 

^brasives 

Dry  concrete  mixes 

^'ortland  Type  II  cement 

Dry  mortar  mixes 

Urethane  elastomer  membrane 

floor  surface 
Pavement  seal  coatings 
Calcium  carbonate 
Bituminous  concrete 
Concrete  block  cement 
Portland  sulfate  resistant  cement 
Asbestos  cement  sewer  pipe 
Architectural  cement 

Calcite  products       

Polyvinyl  chloride' 

Pipe  cement 

Low-heat  cement 

High  calcium  limestone 

Dolomitic  lime 

Portland  plastic  cement 

Asphalt  emulsion  systems 

Gravel  aggregate 

Asphalt  cutback  systems 

Dolomitic  limestone 

Prestress  cement 

Insulation 

High  calcium  quicklime 

Non-slip  coatings 

Low  alkali  cement 

High  calcium  hydrated  lime 

Asbestos  cement  board 

Fibre  underfloor  duct     V — ^ — 

Vinyl  polymer  floor  tilf .,  J 

Fibre  perforated 

Plastic  wall  tile    '^-^;r;«i?:^,: 

Polyurethane  foam  fh^iilatipn 

Tile  roof  systems  V  ';   ,        '  * 

Asbestos  cement  water  pige        J 

Fibre  electrical  condui|\i. 

Insulation  adhesives;|^i__ 

Chimney  systems  ""^ 

Suspended  ceiling  systems    ■  U   .; 


Aluminum  paints 


Water-resistant  gypsum  wallboard 
Aluminum  coatings 
Sculptured  vinyl  asbestos  tile 
Agricultural  lime 
Metal  ceiling  framing 
Roof  plank  systems 
Corrugated  packaging  products 
Monolithic  membrane  roof  system 
Asphalt  asbestos  tile 
Grease  ducts 

Vinyl-covered  gypsum  wallboard 
Decorative  roof  coatings 
Wood  grain  gypsum  wallboard 


Corrugated  paper  displays 
Homogeneous  vinyl  asbestos  tile 
Protective  roof  coatings 
Acrylic  decorative  coatings 
Cold-laid  asphalt  mastic  floors 
Acoustical  ceiling  tile 
Reflective  roof  coatings 
Gypsum  backing  board 

Expandable  partitions  

Sound  deadening  boai 
Furring  systems 
Ceiling  grid  systems 
Insulation  coatings 
Portland  oil  well  cement 
Embossed  ceiling  tiles 
Polyethylene  water  servic 


Fibreboard  roof  msulation 
Railroad  car  cements  • 

Polyester  glass-reinforced 

protective  systems  t 

Latex  flooring 
Self-adhering  tile 
In-register  vinyl  asbestos  tili 
Epoxy  flooring  ,1 

Insulating  sheathing  ^    , 

Metal  wall  studs  ^ 

Built-up  roof  systems 
Fire-resistant  gypsum  wallboard 
Greaseproof-asbestos  tile 
Floor  tile  adhesives  j 

Vinyl  cove  base  J( 

Vinyl  asbestos  tile.      — ^ ' 
Polyethylene  tubin 

"'Conitruction  services 
Miriieral  fibre  siding 
Gypsum  wallboard 
Polyethylene  gas  pipe 
Refuse  chutes 
Fibre  sewer  pipe 

^ovable  partition  systems 
(jady  rtiixed  mortar 
ijtistijcesistant  gypsum  sheathing 


sr  -  Li 


Trashchutes 


Nobodyls  got  more  producis 


to  build  with.  FLI 


Better  Red  Than  Red  Ink? 

There's  still  plenty  of  opposition  to  stepped-up 
trade  with  the  Communists,  but  the  opposition 
is  weakening  in  the  face  of  economic  realities. 


Faced  with  a  profits  squeeze  and  a 
recession  of  as  yet  unknown  brutality, 
smart  businessmen  have  been  loolc'ng 
for  new  markets.  \\'hy  not  trade  with 
Russia?  The  prospect  opened  wider 
recently  only  to  shut  hard  in  the  faces 
of  the  nation's  businessmen. 

What  happened  was  that  Defense 
Secretary  Melvin  Laird  frowned,  and 
Henry  Ford  II  instantly  backed  away 
from  a  $600-milhon  deal.  The  Soviet 
Union  had  asked  Ford  to  help  it  build 
a  plant  capable  of  producing  150,000 
heavy  trucks  a  year.  Ford  was  inter- 
ested enough  to  fly  to  Moscow.  Then 
Laird  spoke  up  and  said  he  didn't  like 
the  idea.  The  trucks,  he  declared, 
could  be  shipped  to  North  Vietnam. 
His  statement  was  enough  to  make  the 
deal  impossible.  It  also  rufiled  Ford's 
feelings.  He  said  that  Secretary  Laird's 
reference  to  Ford's  recent  business  trip 
to  the  Soviet  Union  (as  reported  in 
U.S.  Xetts  &  World  Report)  "is  not 
only  highly  misleading,  but  appears  to 
be  a  gratuitous  attack  upon  my  pa- 
triotism." 

Ford's  experience  is  not  unique.  In- 
creasingly, U.S.  corporations  would 
like  to  do  more  business  with  the  Com- 
munists. In  late  1969,  when  the  Ex- 
port Control  Act  of  1949  was  expiring, 
500  of  the  nation's  largest  corporations 
sent  statements  to  Congress  supporting 
a  version  that  would  encourage  trade 
with  the  Communists.  The  list  includ- 
ed such  giants  as  General  Motors  and 
Xerox.  Says  Howard  Sacher,  director 
of  International  Operations  of  Xerox 
Data  Systems:  "It's  a  long  time  since 
the  days  of  the  Stalin  era.  I  hope  we 
have  gotten  a  little  bit  smarter  since 
the  McCarthy  days  when  we  felt  that 
if  we  don't  trade  with  the  Soviet  Un- 
ion, the  Russians  will  drop  dead. 
Whom  are  we  fooling?" 

No  Barrier 

Will  the  Russians  now  be  prevented 
from  building  the  kind  of  truck  plant 
they  want?  Obviously  not.  The  U.S. 
doesn't  have  a  monopoly  on  the  manu- 
facture of  tools  and  dies.  It  is  expected 
that  British  Leyland,  Fiat's  Berliet  di- 
vision, Renault's  Saviem  or  even  a  Jap- 
anese firm  will  get  the  contract. 

Yet  scores  of  U.S.  corporations  have 
been  prevented  by  Washington  from 
doing  business  with  the  Communists. 
The  Commerce  Department  scotched 
a  deal  made  by  Giffels  &  Rosetti,  a 
Detroit  engineering  firm,   to  build  a 


$63.5-miIIion  truck  foundry  for  the 
Russians.  It  also  turned  down  a  Uni- 
versal Oil  Products  Co.  deal  to  supply 
them  with  a  hydro-cracking  unit. 

The  policy  of  discouraging  trade 
with  the  Iron  Curtain  countries  goes 
back  to  1949,  when  Congress  passed 
the  Ejxport  Control  Act.  "This  banned 
the  export  to  a  Communist  nation  of 
any  product  that  might  contribute  to 
its  military  or  economic  potential. 

Dr.  Robert  Hawkins  of  the  Center  for 
International  Studies  at  New  York  Uni- 
versity estimates  that  U.S.  sales  be- 
hind the  Iron  Curtain  in  1968  were 
only  a  measly  $216  million.  That  same 
year,  Western  Europe's  sales  to  Rus- 
sia amounted  to  $3.7  billion. 

There  are,  of  course,  other  reasons 
why  the  Western  Europeans  are  out- 
selling the  U.S.  behind  the  Iron  Cur- 
tain. The  U.S.  is  such  a  vast  market 
itself  that  a  great  many  U.S.  corpora- 
tions don't  really  care  much  about  sell- 
ing abroad. 

Many  U.S.  corporations,  moreover, 
consider  deahng  with  the  Commu- 
nists too  foiinidable  an  undertaking, 
because  they  don't  understand  how  a 
Communist  economy  works. 


Some  feel  that  anyone  who  makes 
a  deal  with  the  Russians  could  expect 
to  face  an  uproar  from  organized  anti- 
Communist  groups.  When  President 
John  F.  Kennedy  proposed  to  sell  the 
Soviet  Union  wheat  for  gold,  these 
groups  rose  in  arms,  although  the  pro- 
posal made  perfect  economic  sense, 
.since  the  U.S.  could  do  with  less 
wheat  and  more  gold.  At  Firestone, 
memories  still  are  bitter  over  what 
happened  when  the  company  an- 
nounced an  agreement  to  sell  a  tire 
plant  to  Romania.  Protests,  pickets  and 
boycotts  forced  Firestone  to  call  the 
whole  deal  off. 

Despite  this,  an  increasing  number 
of  U.S.  corporations  are  looking  for 
markets  in  the  Communist  countries. 
In  February,  for  example,  a  group  of 
ten  U.S.  manufacturers  of  oil-drilling 
and  pipe-fitting  equipment  spent  two 
weeks  in  Moscow.  In  March  a  delega- 
tion representing  several  chemical 
companies,  headed  by  Pierre  du  Pont, 
toured  Soviet  chemical  plants  for 
three  weeks.  Pan  American  flights  to 
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'"         Another  advertisement  in  a  series 
featuring  Oklahoma's  Certified  Profit  Climate. 


n  Oklahoma, 
when  we  tell  you 
you  can  make  a  ^ 


■  /  — 

we  get  down  to  the 
nitty  gritty 


We've  learned  that  profit-minded  businessmen  like  to  get 
down  to  the  nitty-gritty.  That's  why  we  are  now  offering  17 
independent  studies  by  The  Fantus  Company  detailing  the 
advantages  of  locating  in  Oklahoma. 

For  information  about:  Aluminum  Sheet,  Strip  and  Plate; 
Carbon  Graphite  and  Electrodes;  Iron  and  Steel  Forgings; 
Rubber  Chemicals  and  Pesticides;  Process  Control  Instru- 
ments; Data  Display  Terminals;  Aeronautical  Instrument  Sys- 
tems; Motor  Vehicle  Heaters;  Raceway  and  Socket  Systems; 
Resilient  Floor  Coverings;  Power  Wire  and  Cable;  Mobile 
Home  Components;  Seals  and  Gaskets;  Disposable  Surgical 
and  Hospital  Supplies;  Integrated  Circuits  and  Microelec- 
tronic Devices;  Automatic  Ignition  Parts;  or,  Welding  Equip- 
ment, call  or  write  Jay  C.  Casey,  Industrial  Division. 


^kbhoma! 

^^^^. .  .certified  profit  climate 


OKLAHOMA  INDUSTRIAL   DEVELOPMENT  AND   PARK   DEPARTMENT 
500  Will  Rogers  Building,  Suite  4003  •  (405)  521-2401  •  Oklahoma  City,  Oklahoma 
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Moscow  now  carry  copies  of  a  heavy 
tome  (price:  $20)  entitled.  The  Le- 
gal and  Practical  Aspects  of  Trade 
with  the  Soviet  Union. 

Notwithstanding  Ford's  experience, 
there  is  reason  to  believe  that  U.S. 
trade  with  the  Communist  world  is 
going  to  increase— perhaps  dramatical- 
ly—in the  next  few  years. 

For,  despite  the  continuing  hot  war 
in  Vietnam  and  the  Russian  pilots  in 
Egypt,  there  has  been  a  de-escalation 
in  the  Cold  War,  at  least  psychologi- 
cally and  politically.  The  Soviet  Union 
has  relaxed  the  restrictions  on  trade 
with  the  East  that  it  formerly  placed 
on  its  satellites;  high  Communist  offi- 
cials make  it  clear  they  no  longer  fear 
doing  business  with  "the  capitalist  im- 
perialists." Wrote  one  recently:  "We 
would  ourselves  restrict  the  develop- 
ment of  the  socialist  economy  unless 
we  make  use  of  the  possibilities  of 
scientific,  technical,  economic  co-op- 
eration .  .  .  with  the  developed  capital- 
ist countries." 

In  Moscow  itself  there  are  visible 
signs  of  a  new  attitude.  The  deal  be- 
tween Pan  Am  and  the  Soviet  govern- 
ment airline,  Aeroflot,  under  which 
they  both  fly  the  New  York-to-Mos- 
cow  route  and  service  each  other's 
planes,  is  one.  The  U.S.  businessman 
who  lands  at  the  Moscow  airport  will 
find  Hertz  and  Avis  offices  there.  He 
can  pay  his  bills  at  more  than  100 
state-owned  hotels,  restaurants  and 
other  establishments  with  his  Ameri- 
can Express  card. 

The  most  visible  sign  of  all  is  a 
brand-new  office  building  opened  last 
December  exclusively  for  foreign  con- 
cerns. Until  then,  foreigners  had  to 
operate  from  their  hotel  rooms. 

There's  Still  Fear,  But- 
Some  U.S.  concerns  still  are  fearful 
of  the  public  relations  backlash  that 
may  come  of  doing  business  with  the 
Communists.  W.R.  Grace,  which  runs 
an  office  in  Moscow  through  its  Italian 
subsidiary,  absolutely  refuses  to  dis- 
cuss what  the  office  does,  except  to 
say  that  most  of  its  business  has  been 
in  packaging  and  films.  Nine  of  the 
ten  oil-drilling  and  pipe-fitting  equip- 
ment companies  that  sent  the  delega- 
tion to  Russia  in  February  insist  on 
anonymity.  Why?  Some  of  their  best 
customers,  notably  oilman  H.L.  Hunt, 
are  extreme  right-wingers. 

Despite  this,  there  has  been  a  no- 
ticeable change  in  attitudes.  When 
the  newspapers  carried  stories  on 
Ford's  visit  to  Moscow,  there  was  no 
outcry  from  anti-Communist  organiza- 
tions. Pierre  du  Pont  also  escaped  de- 
nunciation. Most  significant  of  all  was 
the  heavy  coiporate  support  last  year 
for  a  more  liberal  version  of  the  old 
Export  Control  Act. 
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Thingswe 
that  nobody  else 


II 


es. 


In  many  of  the  largest  cities  in  the  country,  we 

took  just  about  everything  a  man 

away  from  home  might  need  and  we 

found  out  how  or  where  to  get  it.  And 

we  put  what  we  found  out  into  a 

Hertz  Survival  Manual  for  each  city. 

In  88  cities,  we  have  special 
airport  and  city  maps.  And  in 
many  of  the  rest  of  our  _ 

1275  U.  S.  offices,  we  can        — -__ 
give  you  diagrammed  regular 
maps  of  the  city  and  state, 
and  special  Hertz  touring  guides 
with  suggestions  on  where  to  go  and  what 
to  see. 

If  you  need  to  rent  or  return  a  car  at  a 
ridiculous  hour,  there  are  305  cities  in  the 
country  where  at  least  one  Hertz  office  is  open 

all  evening.  We  have  more  places 

..-.rr.rr  to  rent  a  car  and  more 

-0==^-       ^'W"""""---'       kinds  of  cars  to  rent 


We'll  tell  you 

everything  from  wfiat  to  do  to  what 

the  weather  won't  be  like. 


We  do  these  things  because  we  think  they 
should  be  done. 

But  a  lot  of  things  we  do  we're  capable 
of  doing  because  we've  been  at  it  much  longer 
than  anybody  else. 

There's  a  Hertz  office  at  every  major 
airport  in  the  country.  And  in  many  that 
aren't  so  major. 

We  also  have  offices  in  dozens  of  towns 
where  there's  no  one  else.When  you 
rent  a  Ford  or  similar  sedan 


Hertz 

You  don't  just  rent  a  car.  You  rent  a  company. 


in  most  of  them,  you  can  return  the  car  to  any 
other  Hertz  office  in  the  country  for  what  is 
usually  a  modest  drop-off  charge. 

Between  50  major  cities  in  this 
country,  and  in  many  others 
overseas,  there's  no  drop-off 
^  charge  at  all  when  you're 
renting  a  standard  Ford  or  a 
similar  sedan. 
Over  half  of  our  2700  world- 
wide offices  are  outside  the  U.S., 
and  not  only  in  places  where 
Americans  travel  most  of  the 
time.  You  can  reserve  a  Hertz  car  in  Malawi, 
New  Guinea,  Peru,  Zambia,  and  in  many  others 
where  there's  no  other  American  company. 

We  not  only  have  more  places  to  rent  you  a 
car,  we  also  have  more  kinds  of 
cars  to  rent. 

At  most  U.S.  offices,  you  can 
reserve  anything  from  a  Ford 
LTD,  to  a  Lincoln  Continental, 
and  convertibles,  sports  cars, 
station  wagons,  or  even  a  truck. 
After  all  this,  you  could 
expect  Hertz  rates  to  be  higher. 
Generally,  they  are  not. 
At  most  but  not  all  Hertz 
offices,  you  can  rent  an 
intermediate     — " 
or  standard  Ford 
or  similar  sedan 
for  $7.47  a  day  and 
ten  cents  a  mile 
for  a  minimum  of 
seven  days,  for  a 
weekend  or  over  a  2-day  holiday.  And  we  have 
weekly  vacation  rates,  commuter  rates,  etc. 

When  you  rent  a  car  from  Hertz,  you  get 
something  nobody  else  can  give 
you.  Our  company. 


We're  in  towns  so  small  that  about 

all  you  can  do  there  is 
rent  a  car  and  go  someplace  else. 


JHERTZ  SYSTEM,  INC.,  1970 
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TheseSmen 

give  shippers 

tlie  good  word. 


On  March  2,  1970  Burlington  Northern 
became  America's  newest  transportation  system. 
We  promised  to  do  more  for  shippers. 

We  promised  to  say  "Yes"  more  often. 

To  do  this  we  divided  Burlington  Northern 
territory  into  six  fully  staffed  regional  offices.  Each 
with  a  knowledgeable  vice  president  to  oversee  the 
entire  setup.  These  men,  along  with 
the  presidents  of  two  subsidiary 
lines,  help  us  stay  on  top  of  our  own 
day-to-day  operations,  and  meet 
and  solve  the  special  problems  and 
needs  of  shippers  in  that  region. 

The  results  are  more  than  en- 
couraging. 

Talk  to  John  Davies  and  Worth 
Smith  of  the  Billings  and  Seattle 
regions.  They'll  tell  you  that  coordination  between 
yards  is  already  reducing  terminal  delays.  Fred 
Deines  of  Omaha  and  Jim  Westergard  of  Portland 
will  tell  you  how  the  merger  made  Burlington 
Northern's  shorter,  faster  route  between  the 
Midwest  across  the  Great  Plains  and  the  North- 
west the  preferred  corridor.  Eastern  shippers  have 
taken  to  it  so  well  that  we've  had  to  add  more  trains. 


Ivan  Ethington  of  Chicago  will  tell  you  how  he 
can  say  "Yes"  more  often  to  shippers  because 
another  freight  train  has  been  added  to  the  half 
dozen  already  operating  daily  between  Chicago 
and  St.  Paul.  And  Don  King  of  Minneapolis  will 
point  out  that  shippers  are  taking  advantage  of 
dropping  off  partial  shipments  at  various  points 
at  no  extra  cost. 

One  of  the  most  important 
"Yesses"  from  the  merger  is  that 
shippers  can  now  move  goods 
between  Seattle  and  the  Gulf  on  one 
line.Thanks  to  BN's  subsidiaries,The 
Colorado  and  Southern  and  Fort 
Worth  and  Denver.  Headed  by 
Presidents  John  Terrill  and  Ellis 
Simmons. 
No  other  railroad  has  this  service. 
These  are  just  a  few  ways  we've  kept  our  promise 
to  shippers  so  far.  And  this  is  just  the  beginning. 
We're  going  to  keep  on  saying  "Yes"  whenever 
and  wherever  we  can.  As  often  as  possible.  And 
with  yes-minded  men  like  these 
up  front,  our  promises  are 
coming  true  more  often. 


BURLINGTON 
NORTHERN 


1.  Ellis  Simmons 

Pr«sid8nl.  Fort  Worth  «n(J  Denver  Railway 

2.  Fred  Deines 
VP  Omaha 

3.  John  Davies 
VP  BIMings 

4.  Ivan  Ethington 
VP  Chicago 

5.  Worth  Smith 
VP  Seattle 

6.  John  Terrill 

President.  The  Colorado  and  Southern  Railway 

7.  Jim  Westergard 
VP  Portland 

6.  Don  King 
VP  Minneapolis 


Formerly  the  Great  Northern,  Northern  Pacific.  Chicago,  Burlington  &  Quincy  and  the  Spokane.  Portland  &  Seattle  railways. 
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THE  DIAMOND  OF  HER  DREAMS 

at  investment  prices 


Buy  Diamond  Jewelry  direct  from  one 
of  America's  well  known  diamond 
cutters.  Pay  only  actual  market  price. 
We  refund  all  monies  unless  your 
own  appraisal  shows  value  y^  to  V^ 
higher. 

Over  5,000  styles  $100  to  $100,000 


Send  for  FREE  80-PAGE  CATALOG 
EMPIRE  DIAMOND  CORP.,  DEPT.  46 
Empire  Slate  BIdg.,  New  York,  N.Y.  10001 

NAME 

ADDRESS 

.     .     ZIP 


Reduce  roofing  costs 
with  new  spray  process 

Your  own  maintenance  men  can  use  Ranco 
roof  spray  equipment  FREE  to  waterproof 
weatherworn  roofs  permanently.  The  roof 
spray  equipment  pumps  Ranco  plastic  sealant 
from  drums  on  the  ground  and  sprays  it  di- 
rectly on  your  roof.  The  sealant  forms  a  seam- 
less elastic  shield  that  defies  bitter  cold  and 
blistering  heat;  it  stops  leaks  and  restores 
pliability  to  old  roof  felt.  Save  contractor's 
costs,  time,  and  handling;  our  Ranco  Roofing 
Engineers  provide  jobsite  instruction.  Write  on 
your  company  letterhead  for  FREE  48-page 
Ranco  Roofing  &  Maintenance  Catalog  which 
gives  complete  details  to  Ranco  Industrial 
Products  Corp.,  13306  Union  Ave.,  Cleveland, 
Ohio  44120. 


The  big  question,  however,  is  how 
it  will  be  administered.  To  a  layman 
it  does  appear  to  open  the  gates  a  bit. 
While  the  Act  of  1949  outlawed  ex- 
porting products  that  might  contribute 
to  the  economic  potential  of  a  Com- 
munist country,  the  1969  Act  is  lim- 
ited to  those  that  have  a  miliianj  po- 
tential. As  Representative  Thomas  L. 
Ashley  (Dem.,  Ohio),  a  sponsor  of 
the  bill,  remarked,  "This  one  revision 
alone  should  go  a  long  way  to- 
ward removing  any  confusion  and  un- 
certainty with  respect  to  congression- 
al intent." 

Another  provision  Ashley  considers 
of  vital  importance  is  one  that  "makes 
clear  the  intent  of  Congress  that  an 
item  which  is  available  from  certain 
nations  other  than  the  U.S.  shall  be 
freely  exportable  from  the  U.S.  with- 
out licensing  requirements,  unless 
'overriding  national  security  considera- 
tions' still  require  that  the  item  be 
controlled." 

James  Henry  Giffen,  the  author  of 
The  Legal  and  Practical  Aspects  of 
Trade  with  the  Soviet  Union,  says  that 
whether  the  new  act  will  liberalize 
trade  depends  on  what  regulations  the 
Commerce  Department  draws  up.  So 
far,  he  says,  the  Commerce  Depart- 
ment has  chosen  to  operate  under  the 
old  regulations. 

Even  if  all  restrictions  were  lifted, 
U.S.  companies  would  not  find  the 
Communist  market  eas\'  pickings.  For 
one  thing,  the  Western  Europeans 
have  the  ad\antage  of  proximity.  Also, 
they're  in  the  market  already.  More- 
over, comments  Giffen,  "Once  the  Rus- 
sians make  a  deal  with  a  foreign  com- 
pany, they'll  stick  with  that  company 
as  long  as  the  company  keeps  to  the 
terms  of  the  deal." 

Demonstrafion 

Still  the  market  can  be  cracked, 
and  the  Japanese  are  proving  it.  In 
1957  Japan's  exports  to  Communist 
Europe  amounted  to  only  $13.2  mil- 
lion. In  1961  the  Japanese  launched  a 
determined  drive  for  trade.  In  1968 
Japanese  exports  to  Communist  Eu- 
rope exceeded  $232  million. 

Says  Chaim  L.  Rabinovich,  whose 
firm,  Winter  &  Co.,  handles  80%  of 
all  the  switch  deals  (complicated 
barter  agreements)  made  in  \'ienna, 
which  is  the  center  for  East-West 
trade:  "The  Japanese  are  coming  on 
very,  very  strong  today  all  over  East- 
ern Europe." 

There  are  several  U.S.  concerns 
that  hope  to  come  on  very,  very 
strong,,  too.  U.S.  finns  cannot  hope  to 
compete  with  Western  European  firms 
if  all  they  have  to  offer  is  equivalent 
products,  but  there  are  some  things 
U.S.  fiiTOs  make  infinitely  better  than 
companies     anywhere     else     in     the 


HEAT  TRANSFER 
PROBLEMS? 

..ASK 

jfbung/ 


This  Type  "F"  Shell  and  Tube  Heat  Ex- 
changer is  available  from  Young  in  sin- 
gle, two  pass  and  four  pass  models  with 
copper  base  alloy  or  stainless  steel  con- 
struction. This  is  typical  of  over  1100  dif- 
ferent heat  exchangers  built  to  heol  or 
cool  water,  oil,  process  fluids,  gases  or  to 
condense  steam  and  vapors.  Many  models 
are  available  from  stock  for  immediate 
delivery.  If  you  need  maximum  heat  trans- 
fer and  minimum  size,  we  have  a  Heat 
Exchanger  to  meet  your  specific  require- 
ment. Write  for  Catalogs    #1169,  1270. 

YOUNG  RADIATOR  COMPANY 

General  Offices:  Racine,  Wisconsin  53403 

Radiators  •  Heat  Exchangers  •  Oil  Coolers 
Condensers  •  Unit  Heaters 


The  Hatteras  is  tested  and  proved 
seaworthy  off  Cape  Hatteras — 
graveyard  of  the  Atlantic,  con- 
sidered by  veteran  sailors  to  be 
the  roughest  sea  along  the  North 
American  coast.  Write  for  the 
name  of  nearest  dealer.  For  port- 
folio of  color  literature,  enclose 
$1.00.  Send  to  2530  Kivett  Drive, 
High  Point,  N.  C.  27261 


^ 


Hatteras  Yacht  Division 

North  Annencan  Rockwell 
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ill  you  needed  was  cots  for  your  horse  and  a  hammer  and  nails. 

ir  today  if  your  ¥raqon  breaks  do«m,you  have  lo  open  a  repair  shop^ 
hire  a  couple  dozen  men,  and  shell  out  about  50  grand. 

It's  called  progress. 


Today,  businessmen  get  a  tear  in 
jye  when  you  talk  about  horses 
agons  and  hammers  and  nails. 
"Ah,  the  good  old  days."  they  say. 
Today,  businessmen  get  a  tear  in 
eye  followed  by  a  pain  in  their 
ch  when  you  talk  about  money,  too. 
"Ah,  the  good  old  days,"  they  say 
,  a  little  more  emotionally  this  time. 
Well,  the  good  old  days  are  over. 
You  can't  repair  your  wagon  for 
rice  of  hammers  and  nails  anymore. 
After  you  buy  your  equipment,  it 
ost  you  a  bundle  to  take  care  of  it. 
But  today,  at  last,  businessmen 
jginning  to  get  the  idea  that  there's 
ter,  easier  way  than  bimng  all 
equipment.  (This  year,  moM" than 
lion  dollars  worth  of  eqyipmfent 


will  be  leased  by  American  business.) 

This  isn't  any  mystery  to  us. 

After  all,  our  Transportation 
division  has  been  leasing  tank  cars  to 
American  business  for  years. 

(It's  not  just  chance  that  three- 
fourths  of  our  new  tank  car  production 
goes  into  our  lease  fleet.) 

Yet  some  businessmen  still  insist 
on  buying. 

Maybe  they  don't  know  that  if 
they  sign  the  lease,  they  sign  away  their 
service  and  maintenance  problems. 
It  would  take  them  millions  of  dollars 
and  years  of  experience  to  match  our 
service  and  repair  shops. 

Or  that  if  they  sign  the  lease,  they 
never  have  to  worry  about  selling  the  car 
when  they're  through  with  it.  That 


GAIX 


becomes  our  problem. 

Or  that  if  they  sign  the  lease,  the 
car  is  theirs  for  the  life  of  the  lease, 
not  the  life  of  the  car.  That  way,  as 
innovations  come  along,  they're  in  a 
better  position  to  modernize  their  whole 
operation  with  new  equipment. 

What's  more,  when  they  work  with 
us,  they  can  call  upon  any  of  our  other 
divisions  for  assistance  on  any  job. 

It  can  be  for  research.  Or  storage. 
Or  packaging.  Or  even  banking. 

So  now,  perhaps  businessmen  who 
have  been  led  astray  in  the  past  will 
learn  the  folly  of  their  ways. 

Because  if  they  buy  everything 
today,  they  could  end  ;up  with  nothing 
tomorrow.  |    . , 

And  that  isn't  plogrfess. 


Ceneral  American  Transporlalion  Corporalion  Chicago,  IJhftois  (H)@Siii 


Most  cards  are  for  spending. 
This  one  is  for  saving. 

This  card  is  for  business  travel  only.  It  guarantees  that 
you  will  pay  our  pre-set  commercial  rate  at  every 
TraveLodge.  It  can  save  your  company  important  dollars. 

We  also  give  you  free  reservations  from  any  place  in 
the  country.  Just  dial  800-255-3050. 

Fill  in  your  name.  Attach  to  your  business  letterhead. 
Mail  to:  TraveLodge, Dept.  BW,Box  308,  El  Cajon, Calif. 
92022.  We'll  send  your  card  back.    IraVeIoobp 


A  good  musical  background 
never  hurt  anyone 

Take  us,  for  instance.  The  logic  of  music  plus  years  of  building  elec- 
tronic organs  has  led  us  naturally  into  the  field  of  electronics.  We've 
also  moved  into  financial  and  investment  circles— ventures  stemming 
in  part  from  our  experience  in  financing  our  own  sales.  If  you'd  like 
a  copy  of  our  Annual  Report,  just  write  D.  H.  Baldwin  Company, 
Dept.   J-7,  Cincinnati,  Ohio  45202. 

iJj^JLiJL)  WlJNl  We  mafce  moxQ  than  music 


world.  Oil-drilling  equipment,  for  'ex- 
ample. The  Russians  have  vast  unex- 
ploited  oil  fields.  They  can  use  West- 
ern European  equipment  but  they 
would  prefer  to  buy  American. 

Computers  are  another  example. 
Nobody  in  Western  Europe  makes' 
computers  as  advanced  as  those  of 
IBM,  at  a  comparable  price. 

There  is  a  demand  behind  the  Iron 
Curtain  for  U.S.  electronic  equipment 
of  all  kinds  and  for  other  highly  so- 
■  phisticated  equipment. 

Despite  the  barriers,  some  U.S. 
corporations  already  are  doing  busi- 
ness with  the  Communists  in  a  small 
way.  Litton  Industries,  for  example, 
is  selling  them  cash  registers  through 
its  Swedish  subsidiary;  Philco-Ford  is 
selling  them  refrigerators;  Hewlett- 
Packard,  electronic  testing  equipment; 
Bausch  &  Lomb,  electronic  equip- 
ment; Pfizer,  Squibb  and  Merck, 
drugs;  Armour,  leather  and  hides; 
Colhns  Radio,  flight  control,  auto- 
pilot and  similar  communications- 
navigation  equipment;  Varian  Asso- 
ciates, scientific  instruments  for  use  in 
laboratories. 

Most  of  the  sales  are  piddling,  but, 
with  the  new  law  and  what  they  hope 
is  a  new  attitude,  the  companies  hope 
to  do  better  in  the  futine.  Says  Thom- 
as A.  Christiansen,  international  trade 
relations  manager  of  Hewlett-Pack- 
ard: "We  are  hopeful  that  the  change 
in  some  of  the  unilateral  controls  will 
make  it  easy  for  us  to  sell  over  there." 

The  B-School  Commissars 

"Dealing  with  the  Russians  is  not 
difficult,"  says  Giffen,  who,  as  a  vice 
president  of  Satra  Corp.,  has  been 
trading  with  Communist  nations  for 
15  years.  Giffen  has  represented  such 
companies  as  U.S.  Steel,  Armco  Steel, 
Republic  Steel  and  Bethlehem  Steel. 
"They  are  very  sophisticated  business- 
men," he  says,  "although,  of  course, 
you're  not  supposed  to  call  them  busi- 
nessmen. Any  of  the  vice  ministers 
could  teach  at  any  U.S.  business 
school.  They  are  very  smart,  very 
capable." 

Dr.  Edward  Weisband,  director  of 
the  Center  for  International  Studies, 
believes  that  "trade  with  the  Soviet 
Union  is  going  to  mushroom  like  four 
or  five  times  in  the  next  five  years.  I 
think  it's  wide  open.  And  even  the 
Nixon  Administration  is  going  to  start 
favoring  it.  There  are  many  factors- 
economic,  political— but  they're  all 
coming  together.  The  heads  of  the 
big  corporations— IBM,  Westinghouse 
—are  the  people  who  really  count,  and 
they  want  more  trade." 

Especially,  he  might  have  added, 
with  earnings  slumping  at  home  and 
with  the  U.S.  balance  of  payments 
under  new  pressures  abroad.  ■ 
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elping  space  vehicles  move  on  one  course 

.or  you  on  another... our  batteries  do  the  job,  rehably 


gh-energy  Exide  silver-zinc  batteries  helped 
ASA's  Apollo  spacecraft  travel  safely  to  the  moon 
id. back  by  providing  ignition  power  for  critical 
)erations  during  their  historic  flights.  On  the  golf 
)urse,  Willard  batteries  make  carts  more  dependable 
id  your  game  more  enjoyable.  Q  ESB  also  makes 
)wer  and  communications  systems,  plastics,  many 
oducts.  It  serves  over  100  free  world  markets  with 
I  plants  in  17  countries.  Annual  sales  are  more 
an  $230  million.  68  years  of  consecutive  quarterly 
vidends.  Learn  more  about  us — write  for  our  latest 
port.  ESB  Incorporated  (formerly  The  Electric 
torage  Battery  Company),  2  Penn  Center  Plaza, 
hiladelphia,  Pennsylvania  19102. 


We  also  make  flashlights,  dry  cells,  ear  protectors 


WiLLSON 


ESB  INCORPORATED 

WORLD  LEADER  IN  PACKAGED  POWER 
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I  *  Fluorescent  lights 
usel  to  inake  everyone  look  terrible. 


ACTUAL  FLUORESCENT  LIGHTING. 


On  an  autumn  evening  in  1939,  thousands  of  house- 
wives turned  on  the  first  fluorescent  lights. 

That  same  evening,  fluorescent  lights  turned  off  thou- 
sands of  housewives. 

The  new  lights  were  twice  as  bright  as  lightbulbs  and 
could  last  longer  on  less  electricity.  However,  they  had  a 


glaring  disadvantage:  They  made  everything  look  funn 
Filet  mignon  looked  embalmed.  Colors  changed  a 

And  even  the  loveliest  of  women  turned  an  unlovely  si 

of  blue. 

Ever  since  that  night,  lightbulb  makers  have  been 

ing  to  take  the  ugliness  out  of  fluorescent  lighting. 


">■«?" 


«rA   incandescent/fluorescent  LIGHTINS.   for  SIIOIVSOOMS     STORES  AND  OFFiCES. 

Finally,  one  of  them  did  it.  Our  very  own  Sylvania  com- 
y,  we're  proud  to  point  out. 

rhey  came  up  with  a  lamp  that  has  all  the  advantages 
fluorescent— plus  the  warm  friendly  glow  of  a  good  old 
tbulb.  ^     ,  .^,    ^, 

It's  called  the  Incandescent/Fluorescent.  And  it  s  the 


nearest  thing  yet  to  a  flattering  fluorescent. 

In  the  modest  words  of  a  Sylvania  engineer  who  worked 
on  it,  "It  may  or  may  not  make  people  look  better.  But  at 
least  it  won't  make  them  look  worse." 

General  Telephone  &  Electronics 

730  Third  Ave.,  N.i.,  N.Y.   10017 
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Rear  view  of  the  racing  yacht  Beau  Geste. 
For  a  front  view,  you're  going  to  need  a  motor. 


Boating  may  be  the  nation's  fastest 
growing  sport,  but  don't  expect  the 
waters  to  swarm  with  yachts  like  the 
Beau  Geste  11.  This  superb  racing 
machine  is  strictly  a  gold-plater. 
Whatever  love  or  money  can  do  for 
a  boat,  owner  Anthony  B.  Casscdy 
and  designer  German  Freres  have 
done  for  this  one:  from  special 
winches  to  stainless  steel  rod  stays, 
a  dual  pedestal  steerer,  and  joinery 
that  would  do  credit  to  a  Steinway. 
The  composite  hull  material  was 
literally  invented  for  this  yacht. 
It's  triple  diagonal  planked  cedar, 
joined  into  a  unit  with  Koppers 
waterproof  resorcinol  adhesive  and 


covered  with  a  very  special  Koppers 
polyester  resin  reinforced  with  glass 
fibers.  On  test  sections,  they  could 
not  separate  fiber  glass  from  wood 
even  with  hammer  and  sharp  chisel. 
Topsides  and  interior  are  finished 
with  high  durability  Koppers  coatings. 
Sound  like  a  lot  of  work?  As  a 
producer  of  many  kinds  of  materials, 
we  love  to  deal  with  people  who  push 
for  the  last  ounce  of  performance. 
This  craving  has  led  to  constant 
improvements  in  our  plastics, 
reinfotced  plastics,  latices, 
chemicals,  coatings,  adhesives, 
treated  and  laminated  woods, 
roofing  and  waterproofing." 


We  figure  that  when  you  have  the 
stuff  it  takes  to  please  perfectionists, 
you're  ready  to  race  with  anybody. 
Koppers  Company,  Inc.,  Pittsburgh, 
Pennsylvania  15219. 

KOPPERS 

Chemicals  and  Coatings 

Plastics 

Architectural  and 
Construction  Materials 

Engineered  Products 

Environmental  Systems 

Engineering 
and  Construction 
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Motorcycles,  a  declining 
roaring  into  the  big  time 


business  as  recently  as  two  years  ago,  are 
again.  This  time  they  may  well  stay  there. 


For  those  who  still  think  of  motor- 
cycles in  terms  of  black  leather  jack- 
et gangs  or  hopped-up  hippies,  con- 
sider this:  Motorcycles  were  an  esti- 
mated $500-million  business  in  the 
U.S.  last  year  and,  recession  or  no,  it 
will  probably  be  up  17!?  more  in  1970. 
The  motorcycle  industry,  which 
seemed  in  1967  to  be  a  washed-out 
fad,  has  made  a  dramatic  comeback. 

"Cycle  sales  are  almost  too  good," 
says  Cook  Xeilson,  the  young  editor 
of  Cycle  magazine.  "Some  distributors 
are  backed  up  on  orders  si.\  or  seven 
months.  We  can't  even  get  some  new 
models  to  test." 

Cycle  sales  were  up  almost  100% 
during  the  first  quarter  compared  with 
first  quarter  1969,  according  to  R.L. 
Polk,  Inc.  Buoyed  by  an  unexpected 
demand  starting  last  fall,  1969  sales 
set  a  hefty  mark  to  shoot  at.  A  total  of 
641,000  cycles  was  imported  in  the 
U.S.,  an  increase  from  375,000  im- 
ported in  1968. 

Caught  somewhat  unaware  by  the 
boom,  and  afraid  of  piling  up  inven- 
tories in  a  time  of  tight  money,  foreign 
factories  are  pushing  to  fill  the  grow- 
ing orders.  But  most  of  the  30  manu- 
facturers of  cycles  know  they  won't  be 
able  to  meet  the  demand.  Still,  many 
experts  predict  that  motorcycle  sales 


will  climb  dramatically  to  a  record 
750,000  units.  "We  expect  to  do  80% 
better  this  year,"  says  Alan  Masek, 
general  manager  of  Kawasaki  Motors 
Corp.,  USA,  now  a  hot  competitor  in 
the  import-dominated  market.  "If  the 
factories  had  been  ready,  the  industry 
could  probably  double  its  volume." 
This  in  a  year  when  auto  sales  are  off 
17%  or  more,  and  the  slowdown  in 
the  economy  is  cutting  into  the  sales 
of  expensive  leisure-time  goods. 

Another  Collapse? 

Is  it  just  a  fad?  Motorcycle  people 
have  not  forgotten  the  early  1960s 
when  Honda  Motor  Co.  flooded  the 
U.S.  market  with  its  lightweight  50-cc 
models.  Motorcycle  men  believed  they 
were  changing  the  ways  of  basic  trans- 
portation in  the  nation.  Sales  rose  to 
725,000  cycles  in  1966.  But  within  a 
year  the  market  was  full  up.  Sales 
slumped  nearly  50%.  Those  50-cc  bikes 
began  to  gather  dust  in  warehouses 
around  the  country.  And  gloom  de- 
scended upon  the  industry. 

"But  this  time  I  think  the  cycilng 
boom  will  stick,"  Neilson  says.  "The 
market  has  matured.  It's  much  more 
sophisticated  now."  Customers  ap- 
parently are  more  sure  of  themselves. 
They  have  a  clearer  idea  that  they 


Two  Worlds.  Cycles  roar  on  a  Los  Angeles  desert 
scramble  (above)  and  they  iranspori  stockbrokers  to 
work  on  Wall  Street  (below),  where  New  York  City  has 


set  up  special  parking  spaces  for  motorcycles.  About 
half  of  all  motorcycle  owners  are  under  24,  27%  are 
between  25  and  34,  and  close  to  20%   are  over  35. 
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want  motorcycles  for  pleasure  rather 
than  basic  transportation.  Previously 
the  excuse  often  given  for  buying  a 
lightweight  cycle  was  commuting  util- 
ity. But  now  customers  desire  all  styles 
and  models,  from  putt-putting  Honda 
minibikes  at  $250  each  to  impos- 
ing 1200-cc  Harley-Davidson  Electra 
Glides  at  $2,300.' Some  2.2  million 
cycles  show  up  on  government  regis- 
tration books,  but  there  are  probably 
another  500,000  trail  and  minibikes 
that  operate  off  the  main  roads  with- 
out licenses.  The  motorcycle  industry 
has  indeed  established  itself  as  a  major 
part  of  the  growing  U.S.  leisure-time 
industry. 

Cycles,  Not  Rickshaws 

Honda  again  dominates  the  new 
boom.  It  has  pushed  its  market  share 
from  under  40%  to  nearly  48%  in  less 
than  a  year.  Three-fourths  of  the  U.S. 
market  is  dominated  by  Honda  and 
three  other  Japanese  companies- 
Yamaha,  Kawasaki  and  Suzuki.  It 
might  seem  that  very  little  remains  for 
the  one  U.S.  motorcycle  maker,  Har- 
ley-Davidson, and  long-time  cycle 
builders  like  Britain's  BSA-Triumph 
and  Germany's  BMW.  Not  so.  Harley 
had  some  60%  to  70%  of  the  U.S.  mar- 
ket and  sales  of  about  $20  million  in 
1958.  Newly  acquired  by  AMF  Corp., 
Harley  is  expected  to  do  more  than 
$50  million  in  sales  tliis  year  with  only 
a  5%  market  share. 

The  industry  leaders  give  some 
manufacturers  the  feeling  they  face  an 
old-style  Japanese  zabatsu  combine. 
"It's  like  competing  against  the  whole 
Japanese  government,"  says  one  build- 
er. "With  their  big  worldwide  volume 
base,  it's  easy  for  the  Japanese  to 
come  in  here  and  underprice  us  by 
$300  or  more."  Still,  the  Japanese  fight 
one  another  vigorously  for  the  grow- 
ing U.S.  market.  Kawasaki,  for  exam- 
ple, recently  overtook  Suzuki  and  ob- 
viously has  its  eyes  on  Yamaha's  16% 
market  share.  Because  70%  of  Kawa- 
saki's cycles  are  sold  here,  Masek  be- 
lieves the  company  is  more  sensitive 
to  the  needs  of  the  U.S.  market. 

Honda  sells  about  25%  (700,000 
units)  of  its  worldwide  volume  in  the 
U.S.  and  probably  knows  the  U.S. 
market  better  than  most  Americans. 
"What's  behind  the  boom  is  social  ac- 
ceptance for  the  cycle  combined  with 
a  strong  new  emotional  appeal,"  says 
a  Honda  spokesman  flatly.  Gone  is 
tlie  black-jacket  image.  In  its  place 
are  two  new  ones:  Peter  Fonda  and 
youth;  family  outdoor  fun. 

Honda's  aggressive  creator,  Soichiro 
Honda,  has  sensed  that  the  motorcycle 
has  arrived  in  U.S.  society.  The  rat- 
packers,  the  Hell's  Angels  types,  are 
toda\'  a  tiny  minority.  For  entire  fam- 
ilies buy  bikes  now;   a  Washington- 
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based  association  executive  plansi  to 
spend  his  summer  vacation  this  year 
on  a  motorcycle  spin  through  the 
Rockies  with  his  college-age  son.  The 
average  owner  of  a  Triumph  cycle 
is  27  and  makes  $14,000.  Americans 
generally  accept  motorcycles,  and  at 
the  same  time  they  feel  closed  in  by 
city  life,  auto  congestion,  social  and 
personal  problems.  "They  want  to 
roam,  to  go  where  fancy  takes  them," 
says  the  Honda  man.  So  Honda  sees 
.  no  further  need  for  apologizing  as  it 
did  in  its  old  advertising  line,  "You 
meet  the  nicest  people  .  .  ."  Instead  it 
trumpets  its  18  models,  "from  mighty 
to  mini,"  providing  instant  therapy 
for  a  troubled  society. 

It  remains  to  be  seen  how  far  the 
industry  can  ride  on  what  is  basically 
a  pleasure  principle  serving  customers 
with  plenty  of  leisure  time.  Peter 
Thornton,  the  dynamic  new  president 
of  the  U.S.  division  of  Birmingham 
Small  Arms  Co.,  Inc.,  distributors  of 
BSA  and  Triumph  cycles,  feels  that 
sales  will  continue  on  an  upward 
curve.  But  he  has  streamlined  the 
company  and  put  emphasis  on  service 
and  customer  items  like  warranties  in 
order  to  hold  fast  the  present  breed  of 
motorcycle  converts.  "And  we'd  be 
silly  to  put  our  eggs  in  one  basket," 
he  says.  "We're  working  hard  to  di- 
versify into  the  whole  leisure  field  re- 
lated to  transportation— things  like  golf 
carts,  for  example." 

Some  Bumps 

Thoughtful  motorcycle  businessmen 
see  some  potential  problems  ahead. 
For  example,  it  is  hard  to  see  how 
motorcycles  can  continue  indefinitely 
to  escape  the  effects  of  the  downturn 
in  consumer  spending  on  durable 
goods.  There  may  well  be,  too,  a  clash 
with  the  Environmentalists:  Too  man>- 
birdwatchers  and  hikers  and  horse- 
men have  been  annoyed  by  the  roar 
of  trailbikes  where  they  were  seeking 
peace  and  quiet.  Significantly,  the 
Motorcycle  Industry  Council  is  mov- 
ing to  Washington  where  it  can  more 
efficiently  work  against  antimotorcycle 
legislation.  Moreover,  many  a  parent, 
recalling  stories  of  fatal  accidents,  is 
horrified  when  a  child  says  he  or  she 
wants  a  motorcycle.  The  industry 
tends  to  downplay  the  fact  that,  with- 
out the  protection  of  a  steel  body, 
the  motorcyclist  is  much  more  vulner- 
able in  an  accident  than  the  driver 
of  an  automobile. 

Which  means,  of  course,  that  the 
motorcycle  business  isn't  going  to  grow 
right  up  to  the  sky.  Yet,  almost  beyond 
doubt,  motorcycling  seems  now  firmly 
established  as  a  major  branch  of  (he 
wide  and  wonderful  leisure-time  in- 
dustry. Who  would  have  thought  so, 
even  a  scant  two  years  ago?  ■ 

FORBES,  JUNE   15,   1970 


K.  rf  I  w  ^!S?.  'i}'e'ia"f"you  probably  wont  believe  this, 
but  I  ve  gotthis  here  sperm  whale  in  Philadelphia  named  Marvin 
and  I've  gotta  get  him  out  to  the  airport..." 


Fruehauf:  Uh  .  .  .  we've  never  had  a  request 
like  that  before. 
Whale  Man:  You  rent  trailers,  don't  you? 

Fruehauf:  Our  Rentco  division  does,  yes. 
Whale  Man:  You've  got  an  office  in  Philly,  right? 
Fruehauf:  Philadelphia— and  56  other  locations 
Whale  Man:  Look,  mayJDe  a  v/hale's  asking  too  much  . 

Fruehauf:  Hold  on.  How  big  is  Marvin? 
Whale  Man:  Marvin?  He's  just  a  baby  .  .  . 

about  12  feet  long  and  weighs  a  ton  or  so 
Fruehauf:  Uh-huh.  We  could  take  one  of  our  40' 

open  top  trailers  and  line  it  with  rubber.  Then 
filJ  it  with  water,  like  we  do  our  Swimobiles. 
Whale  Man:  You  won't  have  to  do  that. 

We've  already  got  a  container  for  him. 
Fruehauf:  Oh  .  .  .  why  didn't  you  say  so?  Thai's  easy. 
Whale  Man:  Sure,  whatever  you  say. 

Fruehauf:  We'll  just  put  the  container  on  a  flatbed. 
No  problems. 
Whale  Man:  Sounds  great.  And  say,  next  month  we're 
expecting  three  hammerhead  sharks  .... 

(Ed.  Note)  The  above  conversation  is  no  fish  story.*  It  is 

based  on  a  true  incident.  Fruehauf's  Rentco  division 
rented  flatbed  trailers  to  help  move  two  baby  whales 
to  the  Philadelphia  airport,  where  they  were  put  on 
a  plane  bound  for  their  marineland  home  in 
Redwood  City,  California. 

If  you  have  an  unusual  product,  there's  a  message  in 
this  story  for  you. 

FRUEHAUF  CORPORATION,  10900  Harper  Avenue, 
Deh-oit,  Michigan  48232  (313-921-2410) 


*OnIy  the  name  of  the  whale  has  been  changed  to  protect  the  innocent. 
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LE  STEAK*** 

1089  Second  Avmub  (betwMn  571h  and  58U>  Stfeell)  421-9072 

Reservations  advised.  AE,  OC. 

Unique,  and  one  of  the  best  meals  available  in  New  York  City  Despite  ttie  name,  it  Is  nol  a  steak 
related  in  any  way  to  the  Annerican  ciiarbroiled  variety. 

ie  IS  the  key  -  Frencti  in  every  aspect,  from  bare  decor  with  coats  and  hats  on  racks 
in  the  window  bays  to  the  fabulous  muslardy-vincgary  steak  sauce.  The  steaks  themselves 
ate  lean,  tender  and  nol  unappelizingly  gargantuan.  We've  never  had  belter  French  tried  potatoc  i 
-  thin;  moist-crisp;  we've  never  had  belter  French  salad  dressing  -  on  cold.  Iresh  greens 
The  only  menu  choice  is  dessert,  and  the  only  concession  to  American  steak  house  habits 
is  the  serving  of  the  large  bowl  of  salad  lifst. 

The  wines  are  simple,  inexpensive  and  very  good. 

The  customers  are  uncreepy  intellectuals  and  people  who  like  to  eat  well  without 
paying  inordinately  for  the  privilege.  - 

This  place  is  different.  Totally  unpretentious,  small.  There  are  only  20  tables.  The  tables 
are  not  so  close  together  that  you  cannot  converse,  lis  an  all-French  girl  cast  under  the 
management  of  f^rtademoiselle  Claude. 

Dinner  lor  two.  including  cocktails,  wine  and  lip.  comes  10  about  $30. 

Le  Steak  is  open  lor  dinner  only.  Ivlonday-Salurday  Irom  5  30  to  10;30  P.M.  II  is 
closed  Sundays. 


BBASSEHIE** 

100  East  63rd  Street  PL  \^tm 

Reservalions  are  accepted  tor  dinner  only.  AE.  C8.  DC.  MC. 
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Open  24  hours  a  day,  every  day. 


RESTAURANTS  REVIEWED  SINCE  JANUARY  9,  1970 
(Six  or  seven  new  ones  are  added  each  week) 


ALGONQUIN  HOTEL 

ARIRANG  HOUSE 

ASSEMBLY  STEAK  HOUSE 

ASTI'S 

BARBETTA 

BAROQUE 

BEGGI'S 

BENIHANA  OF  TOKYO 

BILL  CHAN'S  GOLD  COIN 

THE  BOATHOUSE 

BRASSERIE 

BROADWAY  JOE  STEAK  HOUSE 

BRUSSELS 

CAFE  ARGENTEUIL 

CAFE  BRITTANY 

CAFE  ST.  DENIS 

CARACALLA 

CARLYLE  HOTEL 

REGENCY  ROOM 
CATTLEMAN  EAST 
CAVANAGH'S 
CHALET  SUISSE 
CHARLEY  O'S 
CHARUE  BROWN'S 
CHATEAU  HENRI  IV 
CHEZ  REN^E 

CHEZ  YVONNE  L'ESCARGOT 
CHRIST  CELLA 
CLOS  NORMAND 
THE  COACH  HOUSE 
COPENHAGEN 
DARDANELLES 

DINTY  MOORE'S  SEAFOOD  HOUSE 
EL  PARADOR 
FERDI'S 


FONDA  LA  PALOMA 

GAETANO'S 

GAGE  AND  TOLLNER 

GATSBY'S 

GENE'S 

GEORGES  REY 

GIAMBELLI 

GINO'S 

GLOUCESTER  HOUSE 

THE  GROUND  FLOOR 

INN  OF  THE  CLOCK 

ITALIAN  PAVILION 

JACK  DEMPSEY'S 

JAGER  HOUSE 

JAI-ALAI 

JOAN  MARSH'S  PIPELINE 

JOE'S  PIER  52 

JOHN  BARLEYCORN 

KABUKI 

LA  CABANA 

LA  COTE  BASQUE 

LA  GRENOUILLE 

L'AIGLON 

LA  MAGANETTE 

LA  PETITE  MARMITE 

LA  POPOTTE 

LA  TOQUE  BLANCHE 

LE  BIARRITZ 

LA  CHAMBERTIN 

LE  CHAMPIGNON 

LE  CHANTECLAIR 

LE  CYGNE 

LE  MADRIGAL 

LE  MANOIR 


LEMOAL 

LEOPARD 

LE  PERIGORD 

LE  PONT  NEUF 

LE  PROVENCAL. 

LE,  STEAK 

L'ETOILE 

LE  VEAU  D'OR 

THE  LIBRARY 

LOTUS  EATERS 

LOUISE  JUNIOR 

LUCHOW'S 

MAMMA  LEONE'S 

MANNY  WOLF'S  CHOP  HOUSE 

MAUD  CHEZ  ELLE 

MAX'S  KANSAS  CITY 

MR.  AND  MRS.  FOSTER'S  PLACE 

MIYAKO 

MYKONOS 

O.  HENRY'S  STEAK  HOUSE 

OLD  FORGE  STEAK  HOUSE 

OLD  HOMESTEAD 

ORANGERIE 

ORSINI'S 

OSCAR'S  DELMONICO 

PALM 

PEARL'S  CHINESE 

PEN  AND  PENCIL 

PHILIPPINE  GARDEN 

PIERRE'S 

PLAZA  HOTEL 

EDWARDIAN  ROOM 

OAK  ROOM 

OYSTER  BAR 


PROMENADE  CAFE 

QUO-VADIS 

ROCCO  RESTAURANT 

ROMEO  SALTA 

RUGANTINO 

THE  RUNNING  FOOTMAN 

RUSSIAN  TEA  ROOM 

SAITO 

SAN  MARCO 

SAN  MARINO 

SARDI'S 

SAYAT  NOVA 

SEA  FARE  OF  THE  AEGEAN 

SHUN  LEE  DYNASTY 

SIGN  OF  THE  DOVE 

SPANISH  PAVILION 

SPATS 

STEAK  &  BREW 

STOCKHOLM 

SWEET'S 

TOLEDO 

TOPKAPI  PALACE 

TRADER  VIC'S 

THE  UNICORN 

VASATA 

VIA  MARGUTTA 

VIA  VENETO 

VINCENT  PETROSINO 

VOISIN 

WALDORF-ASTORIA  HOTEL 

BULL  Ac  BEAR  BAR 

BULL  &  BEAR  RESTAURANT 
WHYTE'S  OF  FULTON  STREET 
XOCHITL 
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A  whole  year's  service  (52  issues)  for  less  than  the  price  of  one  bad  meal  for  two. 


» 


When  a  business  executive  takes  a  colleague  to  lunch  or  dinner 
New  York  City,  the  objective  is  generally  a  meeting  of  the 
ninds  as  well  as  a  feeding  of  the  matter.  Many  seemingly 
oniplex  business  proposals  have  resolved  themselves  completely, 
)vtr  cocktails  and  portions  of  feathery  pike  dumplings  with 
weet  lobster  sauce.  And  multi-miilion-dollar  deals  have  been 
mown  to  materialize  by  the  time  the  chocolate  mousse  arrived. 
L'nder  the  circumstances,  it's  hardly  wise  to  leave  the  selection 
)f  a  restaurant  to  chance.  A  thoroughly  sound,  responsible 
estaurant  guide  is  needed.  One  that  is  candid,  rather  than  wary 
f  offending  somebody.  One  that's  written  by  persons  who  know 
nd  appreciate  fine  food,  rather  than  by  faddists  in  search  of 
the  esoteric.  In  other  words,  a  guide  exactly  like  Forbes  Maga- 
zine's new  Restaurant  Guide. 

FOR  THE  DINER  OF  CULTIVATED  TASTES 

Forbes  Magazine's  Restaurant  Guide  is  written  for  the  use  and 
convenience  of  every  discerning  diner  who  relishes  a  fine  meal, 
and  wants  to  know  where  he  can  sit  down  to  one,  amid  genial 
and  interesting  surroundings.  The  guide  is  published  every  week, 
and  covers  six  or  seven  New  York  City  restaurants  in  every  issue. 

Each  restaurant  is  reviewed  from  every  point  of  interest  to  the 
selective  diner.  What  are  the  quality  and  character  of  the  food 
and  drink?  How  courteous  and  efficient  is  the  service?  What  is 
the  nature  of  the  clientele?  How  agreeable  is  the  atmosphere? 
How  agreeable  is  the  check?  Plus  many  other  fine  points  that 
help  make  dining  out  a  dehcious  delight.  Or  tasteless  tedium. 

REVIEWERS  ARE  FORBES  EDITORS 

Our  reviewers  are  members  of  the  Forbes  editorial  staff,  some 
of  whom  have  sampled  the  wares  of  the  world's  most  respected 
tables.  They  are  completely  unawed  by  reputations  that  give 
evidence  of  not  having  been  duly  earned,  as  a  couple  of  the 
recent  reviews  shown  on  these  pages  will  indicate.  In  paying 
their  visits  to  restaurants,  our  editors  are  careful  to  preserve 
their  anonymity.  This  is  necessary,  since  their  purpose  is  to 
observe  restaurants  operating  under  the  normal  tenor  of  business. 

The  Restaurant  Guide  rates  its  subjects  according  to  exacting 
Forbes  standards.  Seven  ratings  are  possible,  ranging  from  minus 
two  stars  to  a  top  rating  of  plus  four  stars,  which  is  rare.  The 


food  itself   is  the   way  to   the  stars.   No  restaurant 
receive  a  higher  rating  than  the  food  deserves. 


will 


ever 


FORBES  INVITES  YOU  TO  BE  A  CHARTER  SUBSCRIBER 

The  tab  for  our  Restaurant  Guide,  covering  all  52  issues,  is 
$36  a  year.  But  Forbes  invites  you— for  a  limited  time  only— to 
become  a  Charter  Subscriber  at  a  one-third  reduction  in  price. 
Or  just  $24.  With  your  first  copy  of  Forbes  Magazine's  Restaurant 
Guide  you'll  receive  a  complete  index  to  all  restaurants  reviewed 
to  date,  showing  the  rating  given  each  one.  A  handy  binder  to 
hold  your  issues  of  the  Restaurant  Guide  will  also  be  sent  to  you. 

Make  up  your  mind  here  and  now  that  you've  had  your  bellyful 
of  paying  astronomic  prices  for  gastronomic  disasters.  Then  find 
out  for  yourself  what  an  important  business  and  social  asset 
Forbes  Magazine's  Restaurant  Guide  can  be  for  you.  Fill  out 
the  coupon  and  mail  it  today.  And  you'll 

SAVE  YOURSELF  $12  AND  FROM  TASTELESS  TEDIUMI 


jiuiinTTiiiii^iE^rr 


Forbes  Magazine's 


60  FIFTH  AVENUE,  NEW  YORK,  N.Y.  10011 

n  Please,  send  me  Forbes  Magazine's  Restaurant  Guide  for  one  year 
(52  weekly  issues  covering  over  300  restaurants).  I'm  entitled  to 
your  Charter  Subscriber  rate  of  $24  annually,  instead  of  the  full 
$36  rate.  Also  send  me  an  index  of  all  restaurants  reviewed  to  date, 
including  the  rating  given  each.  Plus  a  binder  to  hold  issues  of  the 
Restaurant  Guide. 
n  $24  enclosed  (for  2  extra  issues).  O  Bill  me. 
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Forbes,  Feb.  15,  1969 


I  can  see  things  brewing  right 
that  could  be  more  trouble- 


than  what  we  had  in  1929 


» 


//  /sn'f  Over  Yei 

When  the  veteran  Boston  mon- 
ey man  Paul  Codman  Cabot  said 
the  above  to  Forbes  just  16  months 
ago,  he  created  quite  a  stir.  Worse 
than  1929,  he  predicted  for  the 
stock  market.  Some  scoffed,  many 
fretted;  after  the  article  appeared, 
Cabot  was  asked  to  testify  before 
the  House  Ways  &  Means  Commit- 
tee  on   a   bill   to   curb   takeovers. 

When  Cabot  talks— which  isn't 
very  often— people  listen.  Now  71, 
he  steered  his  State  Street  Invest- 
ment Corp.  (assets:  $395  million) 
through  1929  and  the  Great  De- 
pression with  colors  flying  and  kept 
it  abreast  of  the  Great  Bull  Market 
of  the  Fifties  and  Sixties.  He  has 
sat  on  many  great  corporate  boards 
(including  J. P.  Morgan,  Continen- 
tal Can  and  Ford  Motor)  and  con- 
stantly rubs  shoulders  with  the  top 
men  of  U.S.  business.  As  a  long- 
time (now  retired)  treasurer  of 
Harvard,  Cabot  continued  his  close 
acquaintance  with  top  scientists 
and  academicians  as  well. 

Unfortunately,  he  proved  pro- 
phetic in  his  dire  prediction  to 
Forbes  early  last  year.  What  now? 
Does  the  recent  rally  signal  a  bot- 
tom? Are  the  excesses  liquidated? 
We  asked  Cabot  recently.  Said 
he:  "No,  I  don't  think  the  worst 
is  over.  I'm  afraid  there's  more  to 
come.  I'm  afraid  we're  going  to  see 
some  major  scandals,  and  these  are 
going  to  shake  confidence  even  fur- 
ther. We  may  even  see  some  things 
on  the  scale  of  Ivar  Kreuger's  col- 
lapse 50  years  back.*  How's  all  this 
business  with  [Bernard]  Cornfeld 
and  [John]  King  going  to  end? 
And  these  highly  pyramided  con- 
glomerates? I  don't  know.  There's 


*ln  the  1920s,  Ivar  Kreuger,  the  Swedish  match 
king,  pyramided  a  near-monopoly  in  matches  into 
an  international  financial  company,  whose  collapse 
helped  deepen  the  financial  panic  of  the  early 
Thirties.  After  Kreuger's  suicide  in  Paris  in  1932, 
it  was  revealed  that  many  of  the  firm's  supposed 
assets  were  no  assets  at  all.  He  had  duped  mvestors, 
especially  Americans,  on  a  lavish  scale. 


got  to  be  more  of  a  purge  before 
we  get  back  to  normal  again." 

What  about  the  economy?  Here 
Cabot  is  equally  pessimistic. 

"I  think  some  of  these  econo- 
mists are  full  of  bull  with  their 
standard  talk  about  a  pickup  in  the 
second  half.  I  don't  see  it.  I'll  bet 
two  to  one  the  second  half  is  going 
to  be  worse  than  the  first  half  for 
corporate  earnings.  We  see  report 
after  report  for  the  first  quarter 
with  sales  up  but  profits  down. 
Well,  what  happens  when  sales  go 
down,  too?  With  costs  escalating, 
there's  got  to  be  a  terrible  squeeze 
on  profits.  Much  worse  than  what 
we've  seen  yet. 

"I  know  these  economists  like  to 
look  down  their  noses  at  the  stock 
market,  but  it  just  has  to  have  a 
big  effect  on  people's  spending  hab- 
its. It  always  has. 

"And  all  this  talk  from  Washing- 
ton. It  reminds  me  of  when  John  D. 
Rockefeller  announced  that  he  and 
his  sons  were  buying  good  common 
stocks  back  in  1929.  That  kind  of 
thing  scares  people.  It  has  the  op- 
posite effect  from  what  is  intended." 

Have  we  seen  bottom,  we  asked? 

"My  guess  isn't  worth  a  damn, 
but  if  you  want  it  here  it  is:  The 
decline  is  about  two-thirds  over." 

In  that  event,  we  noted,  the  rally 
would  peter  out  and  the  Dow  Jones 
industrials  end  up  below  600,  Didn't 
he  think  that  the  360-point  drop 
we've  already  had  has  discounted 
the  worst? 

Replied  Cabot:  "I  won't  buy 
stocks  until  I  see  at  least  some  hope 
of  an  increase  in  earnings.  I  can't 
see  it  now.  Practically  every  com- 
pany we  look  at  is  hoimd  to  earn 
less.  My  young  men  at  State  Street 
come  in  with  drastically  reduced 
earnings  every  time  they  look.  I  tell 
them:  'Go  back  and  look  again; 
you  haven't  reduced  the  estimates 
enough.' 

"And  don't  talk  to  me  about  new- 
money  flowing  into  the  stock  mar- 
ket   from    pension    funds    and    the 


Cabof  of  Sfafe  SUeei  Investment 


like.  With  good  bonds  yielding  9% 
and  10%?  From  what  I  hear,  the 
banks  are  buying  bonds  now  more 
than  they  have  in  years." 

Does  Cabot  see  any  way  of  miti- 
gating the  recession?  While  he  feels 
that  some  kind  of  controls  on  wages 
and  earnings  is  mandatory,  he 
doesn't  think  even  that  could  avert 
a  continued  sharp  squeeze  on  cor- 
porate earnings. 

"But  the  best  thing  the  Govern- 
ment could  do  would  be  to  take  the 
whole  damned  works  out  of  Asia 
and  go  home.  Then  I  think  the  stock 
market  would  go  through  the  roof. 
But  I  don't  see  it  doing  that. 

"In  my  opinion,  the  stock  market 
has  discounted  a  good  deal,  but  it 
still  has  some  more  to  discount.  I'm 
sure  that  stocks  bought  today  will 
show  a  good  profit  a  few  years  from 
now,  but  I'm  gambling  and  waiting 
to  see  them  go  down  further."  ■ 
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"Aim  It  and  Bang  It" 

Breaking  a  cumx  of  scientifically 
minded  executives,  Eastman  Kodak- 
appointed  big,  aftable,  keenly  sales- 
minded  Gerald  B.  Zornovv  president 
last  month. 

Zomow's  promotion  (he  succeeds 
Louis  K.  Eilers,  who  moves  up  to 
chairman)  signified  tvvo  things.  It 
is  a  reward  for  the  job  54-year- 
old  Zomow  has  done  in  revamping 
Kodak's  marketing  organiziition, 
and  it  symbolizes  Kodak's  realiza- 
tion that  the  big  battles  of  the  next 
few  years  are  going  to  be  on  the 
marketing  front. 

The  big  money,  of  course,  is  in 
films  rather  than  in  cameras,  and 
here  Polaroid  has  been  gaining 
ground  on  Kodak  in  recent  years. 
Polaroid's  sales  of  still  film  are 
around  8240  million,  Kodak's  $260 
million-S270  million.  In  a  sense,  this 
is  because  Polaroid  has  a  techno- 
logically more  advanced  product. 
This  will  be  changing,  however: 
Kodak  is  already  developing  its 
own  picture-in-a-minute  process. 

When  will  Kodak's  new  system 
hit  the  market?  "Not  to  be  evasive," 
Zomow  recently  told  Forbes,  "but 
we  honestly  don't  know." 

When  it  does,  Zornow  expects  to 
reap  dividends  from  his  long-time 


careful  cultivation  of  dealer  rela- 
tions. In  contrast,  Polaroid  has  made 
its  dealers  get  by  on  relatively  thin 
profit  margins.  It  may  or  may  not 
be  a  coincidence,  but  Stanford 
Calderwood,  Polaroid's  long-time 
marketing  vice  president,  resigned 
in  May,  perhaps  presaging  even 
hotter  battles  in  the  marketplace. 

Zornow  seems  well  suited  for  the 
battle.  An  up-from-trainee  Kodak 
man,  Zornow  was  born,  raised  and 
educated  in  Kodak  territory.  He 
gave  up  a  budding  baseball  and 
football  coaching  career  (he  was 
even  signed  to  plav  with  the  Boston 
Red  Sox  in  1937)  to  join  Kodak. 

Certainly  Zornow  has  some 
splendid  opportunities.  Youth  con- 
stitutes one  huge  new  market, 
women  another.  Polaroid  is  aiming 
at  these  markets  with  its  under-$30 
Big  Swinger,  Kodak  with  its  under- 
$10  Instamatic  44  camera. 

Polaroid  has  made  its  gains  be- 
cause it  eliminated  the  wait  be- 
tween snapping  and  seeing.  Kodak 
has  countered  with  its  drop-in  In- 
stamatic—what  Zornow  calls  an 
"aim-it-and-bang-it"  system.  If  Ko- 
dak's new  in-camera  developing 
can  combine  the  convenience  of 
the  Instamatic  and  the  speed  of 
Polaroid,  clearly  Polaroid  is  going 
to  have  its  hands  full.  ■ 


Zomow  of  Kodak 


The  Undertaker 

Not  even  the  Convair  990,  the 
Edsel  and  other  recent  corporate 
disasters  were  so  agonized  over  as 
the  decline  and  fall  of  once  mighty 
Curtis  Publishing.  An  affable,  69- 
year-old  Philadelphia  lawyer  is  now 
adding  a  postscript  to  the  demise. 

W.  James  Macintosh  is  a  partner 
in  the  law  firm  of  Morgan,  Lewis,  & 
Bockius,  specializing  in  bankrupt- 
cies, reorganizations,  liquidations. 
Macintosh  has  been  chairman  of 
Curtis  since  February.  His  job  is  to 
hquidate  what  is  left  of  Curtis.  "I 
wouldn't  call  this  a  bankruptcy," 
he  says.  "We  still  have  some  assets 
and  tax  carry-forwards.  We  expect 
to  get  $9.25  million  from  selling  our 
printing  plant  to  General  Electric. 
Jack  &  Jill,  the  children's  magazine, 
makes  a  small  profit.  Holiday  is 
losing  $2  million  a  year  and  we 
can't  get  a  fair  price  for  it.  So  we'll 
have  to  try  turning  it  around  first." 
Turned  around  or  not.  Holiday  is 
unlikely  to  yield  a  large  sum  in  to- 
day's Market;  Curtis'  Status  was  sold 


to  Show  Publications  last  year  for  a 
token  $20,000.  Against  these  as- 
sets, Curtis  faces  lawsuits,  mainly 
creditors'  claims,  that  could  cost 
the  company  $20  million  or  $30 
million  before  its  shareholders  can 
get  a  dime. 

Curtis'  stockholders,  preferred 
and  common,  are  likely  to  have  a 
long  wait.  A  few  years  back,  the 
shares  had  a  combined  value  of 
close  to  $100  million;  delisted  from 
the  Big  Board,  their  current  market 
value  is  only  $5  million  or  so. 

"I  get  letters  calling  me  avari- 
cious and  overfed,"  says  Macintosh, 
whose  firm  drew  $300,000  from  the 
dying  company  last  year.  "But  I'm 
used  to  this  after  44  years  in  this 
business.  Our  firm  handled  the  liq- 
uidations of  Baldwin  Locomotive 
Works,  Philadelphia  &  Reading 
Coal  &  Iron  and  100  other  bank- 
ruptcies and  reorganizations. 

"It's  not  all  bleak  for  Curtis," 
adds  Macintosh,  cheerfully.  "I  re- 
member a  court  declaring  an  estate 
insolvent  in  1933.  The  heirs  have 
been  paid  $20  million  since  then."  ■ 


Macintosh  of  Curtis 
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Faces  Behind  the  Figures 


Bright  Lights,  Long  Nights 

If  your  idea  of  a  sharp  manager  is 
one  who  runs  a  firm  in  the  leisure 
field  with  multiple  profit  centers, 
high  cash  flow  and  a  good  image 
with  millions  of  customers,  you 
have  to  admire  Carl  J.  Sedlmayr 
Jr.  He  runs  a  carnival. 

A  "carney"?  Yes,  but  no  ordinary 
one.  His  Royal  American  Shows  is 
the  largest  (its  horseshoe-shaped 
midway  is  a  mile  long),  most  profit- 


able ( 10%  of  $5-million  annual  rev- 
enues) and  best-known  carnival 
from  Tampa  to  Calgary.  He  ascribes 
his  success  with  it  to  being  born 
into  it  nearly  50  years  ago  in  Kan- 
sas City,  Mo.,  when  Royal  Ameri- 
can was  a  modest  15-car  show  vs. 
today's  86  cars. 

Royal  American  ("Royal"  for  Ca- 
nadians, "American"  for  Americans) 
was  started  by  fountain-pen  sales- 
man Carl  Sr.  in  1921,  and  since 
that  moment  has  been  continuously 


Sedlmayr  of  Royal  American 


adjusting  to  its  audience.  "We've 
got  something  for  every  age,"  says 
Sedlmayr.  "By  the  time  a  customer 
has  outgrown  one  ride  or  amuse- 
ment, we've  got  another  for  him'. 
By  the  time  our  customers  are 
grai\dparents,  they're  back  to  the 
kiddie  rides  again— with  their 
grandchildren." 

-  Every  ride,  every  concession  is  a 
profit  center,  from  the  sword  swal- 
lower  to  Miss  Amber  Delight  and 
Miss  Lei  Momi  (starring  in  South 
Terrific).  "We  watch  each  ride, 
each  show,  change  the  format  here 
or  there,"  says  Sedlmayr.  "Today's 
carnival  crowd  doesn't  want  long, 
sit-down  shows.  They  can  get  that 
on  TV."  Now,  fast-paced  entertain- 
ment and  rides  with  height,  speed 
and  fast  curves  pack  them  in: 
"Over  1.4  million  people  visit  the 
state  fair  in  Minneapolis-St.  Paul, 
and  we  get  90%  of  them  on  the 
midway.  If  they  spend  only  a  dime, 
that's  a  lot  of  customers." 

Royal  American  is  on  the  road 
six  months  a  year.  The  rest  of  the 
time,  in  its  Tampa,  Fla.  winter 
quarters,  equipment  is  repaired  or 
replaced  and  plans  made  for  the 
next  year's  trip  that  will  carry  the 
86-car  train  with  its  string  of  trail- 
ers 20,000  miles  through  the  South, 
Midwest  and  into  Canada. 

The  old  image  of  the  carnival 
pitchman  doing  the  rube  out  of  his 
hard-earned  pay  is  dealt  with  by 
orientation  sessions  assuring  the  em- 
ployees that  "our  stock  in  trade  is 
goodwill  and  entertainment  and 
lots  of  good,  clean  fun."  Says  Sedl- 
mayr, "The  more  people  wandering 
around  with  teddy  bear  prizes,  the 
better  we  like  it." 

No  one  has  ever  tried  to  take 
over  privately  owned  Royal  Ameri- 
can, and  Sedlmayr  doubts  that  it 
will  ever  go  public.  For  one  thing, 
it  isn't  an  easy  company  to  run,  at 
least  by  the  average  desk-bound  ex- 
ecutive. "You've  got  to  be  born  to 
it,"  he  says.  "People  have  tried  to 
run  carnivals  from  office  buildings 
and  have  gone  bust.  You  have  to 
be  there  all  the  time,  holding  every 
string.  You  stay  'til  the  last  custom- 
er leaves  the  midway." 

Then,  when  the  last  customer 
has  gone,  Sedlmayr  heads  for  his 
office  trailers  to  start  on  the  paper- 
work. There's  a  trailer  for  the 
switchboard,  one  for  the  paymaster, 
one  for  publicity,  and  so  on  down 
the  line,  including  one,  naturally, 
for  data  processing  equipment.  ■ 
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Advance  schedules  of  trains  and 
ars  bound  for  Argentine  are  re- 
ayed  from  Santa  Fes  Topeka 
computer  center  to  Kansas  City 
computers.  This  data  is  processed 
and  transmitted  to  computers  in 
the  yard  control  office  for  auto- 
matic handling  of  cars.  A  100  car 
ist  can  be  transmitted  in  about 
1  y*  minutes. 


The  classification  yard  control 
center  contains  the  electronic 
systems  that  automatically  route 
cars  to  proper  tracks,  control  speed 
of  couplings,  record  and  report  the 
number  of  cars  on  all  tracks,  and 
otherwise  govern  the  operations 
of  the  yard.  % 


The  yardmaster  in  the  observation 
tower  keeps  a  constant  check  on 
total  operations.  He  has  direct 
communication  with  all  locomo- 
tive and  ground  crews  and  moni- 
tors the  automated  operations 
through  video  tube  and  a  battery 
of  Teletype  machines  supplying 
car  information. 


Cars  roll  down  hump  at  entrance 
to  yard  where  electronic  scales 
weigh  each  car  while  moving, 
computers  determine  rolling  char- 
acteristics, adjusts  retarders  to 
control  speed  of  car  movement  to 
reach  proper  distance  on  track. 
This  computerized  classification 
process  is  designed  to  eliminate 
damage  to  cargo  and  speed  the 
makeup  of  trains. 


Now  it's* Automated  Argentine" 

Santa  Fe's  new  multimillion  dollar  classification  yard  at  Kansas  City  is  now  in  operation. 


Argentine  has  long  been  identified  as  Santa  Fe's  busy  freight  center  at  Kansas  City. 
Now.  it  has  new  importance  with  the  completion  of  a  second  giant  classification  yard 
to  speed  the  operation  of  this  busy  terminal. 

In  our  new  yard  we  have  teamed  microwave  communication,  computers  and  video 
tubes  with  an  array  of  space-age  ideas  to  reduce  the  elapsed  time  for  cars  moving 
easibound  through  Argentine  by  50%.  The  original  classification  yard  is  now  devoted 
~to  faster  handling  of  westbound  cars. 

The  yard  has  working  tracks  for  14,817  cars  and,  when  measured  by  traffic  flow, 
an  average  of  6.200  cars  are  handled  daily,  counting  arrivals  and  departures.  This 
volume  reaches  8.000  cars  during  peak  seasons.  This  busy  yard  with  its  automated 
efficiency  and  improved  operations  at  the  hub  of  Santa  Fe  lines'will  benefit  all  sections 
of  our  railroad,  and  the  customers  we  serve  throughout  the  nation. 

"Automated  Argentine"  is  a  symbol  of  the  progress  of  Santa  Fe.  It  demonstrates 
how  we  are  applying  the  techniques  of  automation  with  the  skills  of  Santa  Fe  employees 
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to  keep  pace  with  the  space  age  development  of  our  nation  by  providing  modern 
transportation,  like  "Super  C",  the  world's  fastest  freight  train  now  running  daily 
between  Chicago  and  Los  Angeles.  And  training  engineers  with  a  locomotive  simulator 
designed  to  match  the  training  techniques  for  astronauts.  For  a  new  concept  in  freight 
service,  we  are  planning  a  coaxial  train. 

Santa  Fe  brings  you  tomorrow's  transportation  today  for  moving  freight  by  rail,  by 
highway,  piggy-back,  container  and  pipeline. 


Santa  Fe 


Santa  Fe 


We  helped  build  .\merica.  Now  we  keep  it  nuninij 

Santa  Fe's  Passenger  Fleet  for  Western  Travel  •  Chicago-Los  Angeles-SUPER  CHIEF- 
EL  CAPITAN  •  Chicago-San  Francisco-SAN  FRANCISCO  CHIEF  •  ChicagoHouston- 
TEXAS  CHIEF  .  Kansas  City-Tulsa-THE  TULSAN 
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A  Political  Problem 

"What  a  skimpy  crowd  for  what 
was  once  a  glamour  stock,"  re- 
marked an  analyst  as  President  Ber- 
nard J.  O'Keefe  of  Boston's  EC&G 
addressed  the  regular  luncheon 
meeting  of  the  New  York  Society  of 
Security  Analysts  last  month.  But 
there  was  a  reason.  After  22  con- 
secutive years  of  earnings  records, 
EG&G  reported  its  first  deficit  last 
year.  Its  stock,  as  high  as  72  in 
1968,  now  hovers  around  10. 

"We  had  it  too  good  too  long," 
says  O'Keefe.  "We  saw  the  signs  of 
inefficiency,  but  we  couldn't  be- 
lieve them  until  a  big  loss  turned 
up."  After  selhng  or  closing  (so  far) 
six  of  his  20-odd  divisions,  O'Keefe 
now  predicts  a  profit  for  1970  and 
a  full  recovery  by  1971. 

But  what  frustrates  O'Keefe  most 
is  that  EG&G's  destiny  is  not  fully 
in  his  hands.  Nearly  half  its  sales 
and  most  of  its  past  glamour  de- 


rived from  its  position  as  prime  con- 
tractor to  the  Atomic  Energy  Com- 
mission. Best  current  prospect  for 
EG&G  is  the  nonmilitary  Plow- 
share Program,  which  uses  nuclear 
explosions  for  such  peaceful  pur- 
poses as  freeing  natural  gas,  creat- 
ing underground  storage  caverns 
and  building  new  lakes  and  har- 
bors. But  now  a  battle  is  brewing 
over  the  Plowshare  project.  Some 
AEG  scientists  are  warning  of  pos- 
sible danger  from  nuclear  radiation, 
which  seems  certain  to  slow  down 
the  program. 

O'Keefe  counters  that  Russia  last 
year  devoted  an  estimated  25%  of 
its  atomic  tests  to  peaceful  projects, 
and  he  argues  that  the  human  race 
has  evolved  in  an  environment  that 
contains  much  higher  radiation 
doses  than  the  AEG  would  permit 
in  the  Plowshare  Program.  "It's  eco- 
nomically sound  and  ecologically 
safe,"  he  says.  "But  it  has  become 
a  political  problem."  ■ 
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O'Keefe  of  EG&G 


The  Man  for  the  Job? 


f 


I 


Murphy  of  Cerro  Corp. 


C.  Gordon  Mubphy  landed  his 
$200,000-a-year  job  as  chief  execu- 
tive officer  of  Gerro  Gorp.  by  an- 
swering a  blind  ad  in  Fortune  mag- 
azine. Gerro  was  looking  for  a  par- 
ticular kind  of  man  to  succeed  its 
long-time  president  and  chief  ex- 
ecutive, Robert  Koenig,  who  had 
reached  the  retirement  age  of  66. 
They  needed  a  man  with  top-level 
management  experience  who  also 
knew  how  to  deal  with  difiicult 
foreign  governments.  Murphy  ap- 
parently filled  the  bill.  He  made  a 
name  as  a  technical  marketing 
man  at  Hughes  Aircraft,  moved 
over  to  Litton  Industries,  where  he 
headed  Litton's  ill-fated  Greek  re- 
development project. 

Murphy,  who  became  GEO  last 
month,  will  have  to  deal  with  the 
colonels  ruling  Peru,  where  the  bulk 
of  Gerro's  earnings  come  from.  This 
right-wing  junta  often  takes  left- 
wing  directions.  It  has  confiscated 
property  belonging  to  Jersey  Stand- 
ard and  W.R.  Grace  &  Go.  Murphy 
dismisses  the  suggestion  that  Ger- 
ro, too,  risks  confiscation  of  its  in- 
terests in  copper,  lead,  zinc  and 
silver  mining,  but  dealing  with  the 
colonels  is  a  touchy  proposition.  To 
make  matters  worse,  Gerro's  other 
major  mining  investment  is  a  big 
copper  property  in  Ghile,  whose 
government  also  has  been  taking 
over  some  U.S.  mining  properties. 

Extra  problem:  Atlantic  Cement, 


the  huge  operation  Cerro  started  in 
1963  as  a  major  diversification  ef- 
fort. Afflicted  by  a  weak  cement 
market  and  operating  problems,  At- 
lantic expects  a  1970  profit. 

It  is  unlikely  that  Cerro  can 
merge  its  way  out  of  its  problems. 
In  recent  years,  it  talked  merger 
with  at  least  four  major  corpora- 
tions—including Bethlehem  Steel 
and  Standard  Oil  of  Indiana.  All  of 
these  fell  through.  Nor  are  its 
chances  good  of  acquiring  smaller 
companies  by  way  of  diversification. 
Because  of  its  Peruvian  problems 
(and  the  stock  market  break),  Cer- 
ro stock  is  down  from  47  to  19  in 
the  past  year  and  a  half.  It  now 
sells  for  well  under  half  of  book 
value  and  at  less  than  four  times 
1969  earnings.  Obviously,  it  is  in 
no  position  to  acquire  other  com- 
panies with  stock. 

But  Murphy  was  hardly  taking 
on  a  lemon  when  he  answered  that 
want  ad.  Gerro  has  nearly  $350 
million  in  equity  capital.  It  knows 
the  mining  business  well,  and  it 
has  both  the  cash  flow  (about  $54 
million  a  year)  and  the  borrowing 
power  (funded  debt  is  only  $62 
million)  to  take  on  new  mining 
projects  elsewhere  in  the  world. 

"The  betting  is  that  Murphy  was 
hired  to  build  Cerro  from  within— 
rather  than  to  try  to  find  a  buyer 
for  the  company  as  his  predecessor 
tried  to  do.  ■ 
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Year  after  year,  we  add  more  punch  to  our  business. 

We've  been  keeping  our  punch  card  suppliers  busier  the  past  few  years. 
More  acquisitions.  More  cards.  If  you  haven't  kept  close  tab  on  our 
continuing   growth,   here's  a   brief   run-down.    In    1966,   we  added   Northern 
Systems  Company,   Energy  Systems   Division  and   Hydrocarbons 
Transportation,   Inc.   In    1967.  we  established   Northern   Petrochemical 
Company.  That  year,   Mineral  Industries,  National  Poly  Products.  Varney 
Chemical,  Viking  Plastics  and  Profane  Corporation  all  became  part 
of  our  class  of  '67.  In  1968  it  was  Castco  Poly  Products,  Last  year,  1969, 
we  acquired  Consolidated  Pipe  Lines  Company  and  Consolidated 
Natural  Gas  Limited.  And  we  might  add  ...  in  the  future  we  plan  to  stay 
right   in   there    punching. 


A 


Northern 
Natural  Gas 
Company 

Home  Office;  Omaha.  Nebraska 


The  gas  company  that's  something  else. 
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Q.  What  in  your  opinion  is 

WhiteWfeld^s  greatest  asset 
toacompany? 

A.  rd  say  it's  our  ability  to  solve 
problems  in  corporate  finano 


Q.  What  kinds  of  problems  are 
you  talking  about? 

A.  There  are  many  ways  a  company 
can  raise  capital.  And  there  are  many 
facets  to  the  capital  markets.  At  any 
given  time,  several  segments  of  those 
markets  are  moving  in  different  direc- 
tions. It's  the  investment  banker's  job  to 
take  the  complexities  of  these  various 
segments  at  any  given  moment  and 
apply  them  to  the  needs  of  a  particular 
corporation.  The  investment  banker 
who  really  knows  his  markets  and  is 
willing  to  mnovate  is  the  one  who  usu- 
ally does  the  best  job  for  the  company. 

Q.  What  sort  of  problems  have 
you  helped  companies  solve? 

A.  It  would  take  a  week  to  tell  you. 
But,  for  example,  we've  helped  pri- 
vately held  companies  go  public  in  a 
tight  market.  We've  helped  companies 


get  listed  publicly  through  the  merger 
route,  without  going  public.  We've 
solved  other  corporate  problems 
through  advantageous  mergers  and  ac- 
quisitions. If  a  company  has  wanted  to 
move  fast — say  to  buy  capital  equip- 
ment at  a  saving — we've  arranged 
private  placements  through 
our  connections  with  lead- 
ing institutions. 


"There  are  many 

ways  a  company  can 

raise  capital." 


Q.  How  active  is  White 
Weld  in  mergers  and 
acquisitions? 
A.  Very.  In  many  cases  we 
initiate  acquisitions  for 
clients.  Sometimes  we  find 
acquirers  for  companies 
whose  long-term  goals  seem 
best  served  by  a  combina- 
tion. Through  detailed 
studies  of  acquisition  op- 


portunities we're  constantly  advising 
clients  on  the  wisdom  of  acquisitions 
or  investments  in  other  companies. 

Q.  How  did  White  Weld  fare  last 
year  in  corporate  finance? 

A.  Despite  all  the  pressures,  1969  was 
a  record  year.  We  again 
ranked  among  the  top  in- 
vestment bankers  in  the 
country  both  in  the  num- 
ber and  dollar  amount  of 
negotiated  public  offerings. 

If  you  have  questions  on 
corporate  financing,  call 
one  of  the  offices  below  or 
the  Corporate  Finance  De- 
partment of  White,  Weld 
6?  Co.,  20  Broad  Street. 
New  York,  N.  Y.  10005. 
(212)  944-4900. 


White,Weld&Ca 

Members  New  York  Stock  Eichange  and  other  principal  exchanges 


New  Vork  Boston  Chicago  Dallas  Atlanta  Hagerstown  Hartford  Los  Angeles  Minneapolis  New  Haven  Philadelphia  San  Francisco/ London  Pans  Zurich  Caracas  Geneva  Hong  Kong  Montevideo    Montreal 
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MARKET  COMMENT 

By  L.  0.  Hooper 


Don't  Rush  To  Buy 


A  COLUMN  like  this  is  expected  to  make 
)iiy  suggestions.  No  doul)t  there  are 
some  bargains  now;  and  the  late  May- 
rally  has  given  heart  to  the  battered 
bulis.  My  idea  wonld  be  to  proceed 
ery  slowly  in  buying  stocks  on  the 
theory  that  there's  no  hurry,  that 
there  will  be  months  of  dull,  imen- 
thusiastic  trading  with  sinking  spells 
rom  time  to  time,  and  that  it  will  be 
much  more  comforting  to  pay  more 
for  stocks  after  the  main  trend  changes 
than  to  pay  less  for  them  (if  you  do) 
while  the  debris  is  being  cleaned  up. 

After  the  beating  the  market  has 
taken  you  can't  realistically  expect  a 
complete  turnaround  overnight. 

For  a  long  time,  the  stock  market 
was  a  good  place  to  make  money— 
and  the  word  got  around.  The  world 
made  a  beaten  path  to  the  stockbro- 
ker's door.  For  the  past  18  months, 
the  stock  market  has  been  the  best 
place  in  the  world  to  lose  money— and 
the  word  has  gotten  around.  One 
thing  you  can  be  sure  of:  Stocks  are 
not  going  to  be  a  popular  vehicle  of 
investment  for  a  while.  It  %vill  take 
more  than  one  strong  rally  to  make 
them  popular  again.  There  are  plenty 

Mr.  Hooper  is  associated  with  the  New  York  Stock 
Exchange  finn  of  W.E.  Hutton  &  Co. 
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of  stocks  available.  There's  no  longer 
a  "shortage."  Funds  flowing  into  stocks 
are  now  greatly  reduced. 

Stocks  have  recovered  at  least  part 
way  from  this  spring's  panic  sell- 
ing, but  they  won't  go  through  the 
roof.  There  will  be  a  new  emphasis 
on  such  things  as  stability,  quality, 
income  and  safety.  "Growth"  will  cost 
less,  and  many  pie-in-the-sky  stocks 
won't  come  back  at  all.  Indeed,  .some 
will  go  to  nothing,  which  is  all  they 
are  worth. 

Back  in  1929,  when  I  was  Director 
of  Research  for  Frazier  Jelke  &  Co., 
a  close  friend  came  to  my  private  of- 
fice and  said,  "Lucien,  I  have  just 
sold  my  seat!"  I  was  shocked.  "Wh\, 
Jim,  this  is  a  queer  time  to  sell,  with 
.seats  down  $150,000,  just  after  a  stock 
market  panic.  Why  not  wait  till  con- 
ditions are  better,  and  seats  are  high- 
er?" But  Jim  had  the  answer:  "Lucien, 
this  generation  has  speculated  and 
lost.  It  won't  speculate  again.  It  will 
just  invest  and  trade,  and  it  takes  real 
speculation  to  establish  the  volume 
to  which  we  are  accustomed.  It  takes 
15  to  20  years  for  a  new  speculation 
to  develop.  A  new  generation  is  nec- 
essary." Jim  sold  his  stock  exchange 
seat  for  about  $375,000.  A  NYSE  seat 


in  1942  sold  as  low  as  $17,000. 

Now,  in  spite  of  everything  that  is 
being  said,  1970  is  not  1929.  There 
are  now  checks  and  balances  in  the 
welfare  state  economy  which  even- 
tually will  reverse  deterioration  in  the 
economy  because  of  the  massive  budg- 
et deficits  and  massive  doses  of  new 
credit  which  these  budget  deficits  in- 
volve. Nor  was  the  recent  speculation 
in  stocks  based  on  borrowed  money. 
But  there  is  a  psychological  similarity. 

A  Respect  for  Values 

A  generation  has  speculated  in  a 
big  way— and  lost.  It  won't  speculate 
"in  a  big  way"  again.  It  will  invest; 
i)iit  it  will  invest  with  greater  care 
and  less  elan.  There  will  be  less  talk 
about  common  stocks  being  a  good 
hedge  against  inflation.  These  "won- 
der boys"  who  formerly  taught  that 
less  than  25?  or  30%  annual  appre- 
ciation in  a  portfolio  was  a  disaster 
will  either  refoi-m  or  will  be  forced  to 
leave  the  business.  It  will  be  a  long 
time  before  we  have  another  conglom- 
erate boom  based  on  the  idea  that  two 
and  two  make  eight.  From  time  to 
time,  howe\'er,  we  will  be  discovering 
stocks  where  the  parts  are  worth  more 
than  the  whole,  instead  of  looking  for 
things  where  the  whole  will  be  worth 
more  than  the  parts.  In  other  words, 
investors  from  now  on  will  respect  val- 
ues rather  than  worship  imagination. 
And  that's  a  big  change! 

But  what  will  bring  an  end  to  this 
intensive  selling  in  common  stocks, 
these  9%  bond  yields,  this  steady  ero- 
sion in  the  investment  public's  paper 
wealth,  this  obvious  decline  in  busi- 
ness and  earnings? 
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WHAT  MAKES 


^OM^ 


INVESTMENT  ADVISORY  SERVICE 

P 


All  Investment  advisory  services  are  not 
alike.  Bulletin-type  services  are  designed 
for  mass  consumption  and  cannot  be 
written  specifically  for  you.  On  the  other 
hand  specialized  and  technical  services 
are  not  broad  enough  to  build  a  vi/ell- 
balanced  portfolio  which  we  believe  Is 
necessary  if  safety  as  well  as  growth  Is 
to  be  considered. 

BABSON'S  INVESTMENT  ADVISORY 
SERVICE  IS  DIFFERENT 

•  Babson's  analyzes  your  portfolio  and 
gives  you  an  investment  plan  tailored 
especially  for  you.  •  Your  registered 
stocks  will  be  under  the  constant  surveil- 
lance of  Babson's  Research  Department 
and  you  will  be  immediately  notified  when 
our   opinion   changes   on   any  of  them. 

•  You  will  be  assigned  a  professional  in- 
vestment advisor  with  whom  you  may  con- 
sult at  any  time  by  mail,  wire,  phone,  or 
in  person.  •  As  a  Babson  client  you  will 
also  receive  the  famous  Investment  and 
Barometer  Letter  to  help  keep  you  alert 
to  economic  developments  and  stock- 
market  trends.  This  informative  letter 
throughout  the  year  will  bring  you  re- 
search reports  on  hundreds  of  stocks 
and  bonds  in  vital  industries.  •  The 
Babson  Investment  Advisory  Service  is 
directed  toward  growth  of  your  investment 
portfolio  both  in  terms  of  income  and 
appreciation. 

A  flat  fee  of  $180.00  a  year  covers  the 
complete  service,  regardless  of  the  dollar 
value  of  your  portfolio. 

BABSON'S  IS  DIFFERENT  IN  MANY  WAYS 

—  perhaps  the  greatest  of  these  is  Bab- 
son's 65  years'  experience  in  the  invest- 
ment advisory  field. 

We  would  be  delighted  to  send  you  a 
FREE  BROCHURE  describing  in  detail 
how  Babson's  Investment  Advisory  Ser- 
vice may  be  of  great  benefit  to  you. 
Simply  mail  the  coupon  below. 


Babson's  Reports  Inc. 

Wellesley  Hills,  Mass.  02181,  Dapt    F-305 

Send  free  brochure  on  Babson's 
$160  Investment  Advisory  Service. 


Name. 


Street  &  No.. 
City 


.State. 


-Zip. 


BABSON'S  REPORTS 

Incorporated 

WELLESLEY  HILLS.  MASS.  02181 
FOUNDED  IN  1904  BY  ROGER  W.  BABSON 


There  are  a  number  of  things  most 
writers  have  completely  overlooked. 
Not  all  of  the  healing  factors  will 
work  at  once,  but  some  of  them  will 
begin  to  be  apparent  soon.  From  a 
business  and  earnings  point  of  view, 
of  course,  1970  is  a  lost  cause.  My 
earlier  estimate  that  earnings  on  the 
Dow  will  be  down -15%  this  year  (to 
about  $49  a  share)  may  have  been  too 
optimistic.  But  remember  that  the 
stock  market  normally  anticipates  the 
future  rather  than  reflects  the  present 
or  respects  the  past. 

One  thing,  in  my  opinion,  sticks 
out  a  mile.  The  Administration  and 
the  Federal  Reserve,  regardless  of 
what  they  have  been  saying  or  doing, 
will  make  credit  more  available  and 
cheaper.  These  people  are  scared. 
The  fuse  which  set  off  this  explosion 
was  tight  credit  and  high  cost  money. 
The  logic  of  reversal  is  self-apparent. 

Secondly,  this  business  deterioration 
and  earnings  deterioration  inevitably 
means  larger-than-planned  federal 
government  deficits  which  will  have 
to  be  financed  by  the  creation  of  mon- 
ey (credit).  Some  of  the  recent  Wash- 
ington projections  about  the  budget 
for  fiscal  1971  are  anything  but  real- 
istic. On  the  expenditure  side,  they 
do  not  allow  for  larger  unemploy- 
ment doles  and  social  security  bene- 
fits and  the  other  "rescue"  spending 
Congress  will  authorize;  and  on  the  as- 
sets side  (which  is  most  important  at 
this  juncture)  they  fail  utterly  to  al- 
low for  lower  tax  yields  as  both  cor- 
porate and  personal  incomes  decline 
as  Congress  almost  surely  refuses  to 
increase  tax  rates.  The  leverage  in  our 
federal  tax  system  is  extreme.  Just 
watch  and  see! 

And  what  about  the  demand  for 
new  capital,  or  capital  spending? 
There  is  a  time  lag  here.  Much  of  the 
spending  now,  and  the  financing  of  it, 
is  the  result  of  planning  done  six,  12 
or  18  months  ago  when  boards  of  di- 
rectors were  looking  at  earnings  state- 
ments and  business  forecasts  far  dif- 
ferent from  what  they  are  seeing  at 
their  meetings  now.  The  demand  by 
corporations  for  expansion  money 
probably  is  past  its  peak. 

So,  as  a  result  of  both  budget  def- 
icits and  reversed  credit  policy,  there 
is  likely  to  be  more  money;  and  as  a 
result  of  less  business  optimism  there 
is  likely  to  be  a  smaller  demand  for 
funds.  This  will  not,  however,  result 
in  any  new  wild  price  inflation  for  the 
simple  reason  that  the  turnover  of 
money  will  be  lower.  The  velocity  fac- 
tor (which  the  Friedman  school  of 
economists  understresses)  will  be  an 
important  anti-inflationary  influence, 
just  as  the  velocity  factor  was  a  big 
inflationary  influence  during  the  pe- 
riod of  the  boom. 


Some  months  past,  this  column  pre-  ' 
dieted  that  the  matter  of  wage  and 
price  controls  (now  called  "incomes 
policy")  would  eventually  become 
highly  controversial.  Because  credit 
deflation  has  not  worked  in  the  area  of 
reducing  the  cost  of  living  or  the  de- 
mands of  both  organized  and  unor- 
ganized labor,  many  even  highly  con- 
servative people  are  calling  for  price 
a^d  wage  ceilings.  Probably  some- 
thing of  this  kind  will  come  about,  at  \ 
least  on  an  experimental  basis.  Wheth- 
er it  works  or  not  will  depend  on  the 
willingness  of  all  parties  to  cooperate 
My  guess  is  that  there  would  be  some 
benefits  for  a  while,  but  that  in  a  few 
months  those  hurt  (or  repressed) 
would  be  finding  ways  to  neutralize 
broad  public  benefits. 

Less  Aloney  for  Vxixvuei 

Actually,  there  already  are  some 
fairly  potent  factors  at  work  to  de- 
flate incomes  and  the  urge  to  spend. 
One  of  these  is  the  emotion  of  less  af- 
fluence which  investors  in  securities 
are  experiencing.  The  quoted  market 
appraisal  of  the  stocks  and  bonds 
owned  by  the  public  is  estimated  to 
be  down  something  like  $250  billion 
to  $275  billion  from  the  top.  The  mar- 
ket appraisal  of  IBM,  for  instance,  is 
down  some  $17  billion  from  the  peak. 
As  investors  feel  poorer,  they  spend 
less,  especially  on  services,  on  big 
ticket  items,  vacations  and  luxuries. 
Collaterally,  most  everyone  in  the  bro- 
kerage business  has  seen  his  income 
drop  50%  or  more  already  and  ex- 
pects his  income  to  drop  even  more  in 
the  months  ahead. 

The  unemployment  figures  are  not 
as  important  as  the  employment  fig- 
ures. Hundreds  of  thousands  of  aero- 
space, automotive,  building  and  other 
workers  are  not  getting  any  overtime 
pay  and  instead  are  working  slack 
time.  Almost  every  brokerage  firm  has 
reduced  employment,  with  executives 
taking  a  deep  salary  cut.  Even  the 
service  industries  are  beginning  to  feel 
a  reduced  demand  for  their  products. 
These  things,  of  course,  increase  the 
pressure  for  price  controls,  if  not  for 
wage  controls. 

My  advice,  then,  if  you  must  buy 
stocks  now,  is  to  stick  to  quality  and 
big  companies.  Regard  rallies  in  glam- 
ours, except  in  a  small  minority  of 
instances,  as  an  opportunity  to  sell' 
rather  than  as  a  place  to  buy.  Federal 
National  Mortgage  (137)  recently  has 
been  suflering  from  vanishing  spreads 
between  the  cost  of  money  and  inter- 
est realization  on  mortgages  owned. 
But,  remember,  easier  money  condi- 
tions, which  are  regarded  as  inevita- 
ble, will  reverse  this  trend  and  let  the 
high  leverage  in  the  stock  be  re- 
flected in  the  right  direction,  ■ 
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YOU  MAY  NOT  BE  AWARE  OF  HOW  MUCH 
VITAL  INFORMATION  YOU  CAN  FIND 
A  ONE-PAGE  RESEARCH  REPORT... 


unless  you  are  a  subscriber  to  The  Value  Line  Investment  Survey. 


Investors  who  use  Value  Line  do 
know.  They  receive  every  week  a  full-page 
research  report  on  each  of  about  100  or 
more  widely-held  connmon  stocks.  In  a  3- 
month  cycle  they  receive  reports  on  1400 
stocks.  The  same  stocks  are  then  reviewed 
again  in  the  next  13-week  cycle. 

Nowhere  else,  we  believe,  can  you 
obtain  as  much  vital  information  on  one 
page  as  you  will  fi"d  in  a  Value  Line  re- 
port. 

Besides  recent  price,  estimated  yield, 
current  price/ earnings  ratio  and  capital 
structure,  every  report  includes  the  fol- 
lowing data  for  each  of  an  industrial  com- 
pany's last  15  years  (if  available): 

•  Sales 

•  Operating  Margin 
Working  Capital 
Net  Plant  Account 
Depreciation  Rate 
Funded  Debt 
Net  Worth 
Net  Income 
Income  Tax  Rate 
%  Earned  on  Total  Capital 
%  Earned  on  Net  Worth 
Common  Shares  Outstanding 
Book  Value  per  share 
Sales  per  share 
Cash  Earnings  per  share 
Capital  Spending  per  share 
Net  Income  per  share 
Dividends  Declared  per  share 
Dividend  Payout  Ratio 
Average  Annual  P '  E  Ratio 
Average  Annual  Dividend  Yield 

Also  shown  for  each  company  are  the 
compounded  annual  growth  rates  for  sales, 
cash  earnings  and  net  Income  per  share 
over  various  time  periods. 

Some  industries  such  as  bank,  sav- 
ings and  loan,  and  insurance  have  a  dif- 
ferent set  of  vital  statistics,  but  their  series 
also  total  21  different  columns-just  as  the 
list  here— for  the  company's  last  15  years. 
Each  report  also  includes  a  chart  of  the 
stock's  monthly  price  range  since  1954. 
In  addition,  each  report  is  highlighted  by 
a  concise  500-word  analysis  of  the  com- 
pany's business  and  the  latest  develop- 
ments. Each  report  also  contains  the 
quarterly  breakdown-for  the  previous  4 
years  and  the  current  year— of  sales,  earn- 
ings per  share  and  dividends  paid.  At  the 
bottom  of  each  report  is  a  profile  of  what 
the  company  does,  what  it  owns,  how  many 


stockholders  and  employees  it  has,  the 
President's  name  and  the  home  office  ad- 
dress. 

A  unique  feature  of  The  Value  Line 
Investment  Survey  is  the  systematic  and 
objective  way  in  which  Value  Line  rates 
weekly  each  of  1400  common  stocks,  rela- 
tive to  the  others,  into  one  of  five  groups 
on  four  counts: 

1.  The  stock's  probable  market  perform- 
ance in  the  next  12  months 

2.  Its  appreciation  potential  3  to  5  years 
hence 

3.  Its  income  yield  in  the  next  12  months 

4.  Its  quality  (i.e.,  its  dependability  over 
the  very  long  term— beyond  five  years) 

Each  stock  is  rated  from  I  (Highest) 
to  V  (Lowest)  for  12-month  performance, 
3-5  year  potential  and  yield.  Each  stock  is 
graded  from  A-l-  to  C—  for  quality.  The 
1400  stocks  include  nearly  all  of  the  com- 
mon stocks  traded  on  the  New  York  Stock 
Exchange  plus  about  300  on  the  Ameri- 
can Exchange  and  the  Over-the-Counter 
markets. 

The  up-to-date  ratings  are  published 
every  seven  days  in  the  24-page  Weekly 
Summary  of  Advices  &  Index.  Each  week 
he  Ratings  &  Reports  section  provides  the 
ull-page  research  reports  on  about  100 
)r  more  stocks  in  several  industries,  so 
hat  a  full  13-week  cycle  covers  all  1400 


companies.  Supplementary  reports  are 
issued  between  quarterly  reports  if  evi- 
dence requires. 

In  order  to  see  for  yourself  how  time- 
saving  and  informative  this  organization 
of  facts  and  their  evaluation  can  be,  try 
Value  Line.  To  do  so,  fill  in  and  return 
the  coupon  below.  If,  for  any  reason, Value 
Line  should  fail  to  meet  your  expectations, 
return  the  material  within  30  days  and 
your  money  will  be  refunded  in  full  and 
at  once.  You  may  receive  Value  Line  for 
the  term  you  check— one  year  for  $167, 
three  months  for  $44,or  four  weeks  for  $5. 

In  addition  to  the  Ratings  &  Reports 
and  Summary-Index  sections,  you  will  get 
each  week  the  8-page  Selection  &  Opinion 
editorial  section  .  .  .  plus  the  monthly  Spe- 
cial Report  on  "insider"  transactions  and 
the  quarterly  Special  Report  on  Investment 
Company  Transactions  issued  during  the 
term  of  your  subscription. 

BONUS  •  With  the  annual  or  three- 
month  subscription,  Value  Line  will  ship 
to  you  immediately  the  2-volume  Investors 
Reference  Library,  which  will  give  you 
the  latest  full-page  reports  on  all  1400 
stocks  published  prior  to  your  subscription. 

In  fairness  to  regular  subscribers,  who  pay 
$157  a  year  for  The  Value  Line  Investment 
Survey,  we  cannot  make  the  $5  introductory 
subscription  available  to  those  who  have  al- 
ready had  such  a  4-week  subscription  within 
the  past  six  months. 


D 


3-MONTH  TRIAL-$44 

(13  EDITIONS) 


□     ONE  YEAR-$167 
(52  EDITIONS) 

Send  me  the  complete  service  for  the  term  checked 
plus  — as  a  bonus  — the  2-volume  Investors  Reference 
Library  consisting  of  Value  Line  sections  published  dur- 
ing the  13  weeks  preceding  start  of  this  subscription. 
□  Payment  enclosed  D  Bill  me 

(Valid  until  October  31,  1970) 


D 


FOUR-WEEK  TRIAL-$5 

(4  EDITIONS) 


Send  me  a  4-week  introduc- 
tory subscription  to  the  full 
service  for  $5.  I  enclose 
payment. 


If  dissatisfied  for  any  reason,  I  have  up  to  30  days  to  return  the  material 
for  a  full  refund  under  your  money-back  guarantee. 


Signature 


Name  (please  print) 

Address , 

City 


AA- 16-60 


State 


Zip 


(Subscription  fees  are  deductible  for  income  tax  purposes.  N.Y.C.  residents 
please  add  6%  sales  tax;  other  N.Y.  State  residents,  add  applicable  sales  tax.) 

ARNOLD  BERNHARD  &  CO.,  INC. 

5  East  44th  Street  •  New  York,  N.Y.  10017 
(No  assignment  of  this  agreement  will  be  made  without  subscriber's  consent.) 
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William  Blair  &  Company 

is  the  new  investment  adviser  to 

Growth  Induslry  Sharas 

Iw 
a  no-load  muiual  fund 


I  investing  in  companies  carefully  selected  j 
for  long-term  growth  possibilities 


For  GIS  prospectus  mall  coupon 


Growth  Industry  Shares,  Inc.,  Rm.  1018 
6  N.  Michigan  Ave.,  Chicago,  III.  60602 


Name_ 


Address. 
City 


_State_ 


_Zip_ 


What  Is  Tlie  Potential  For 

A.  T.ST.  WARRANTS? 

In  a  comprehensive  and  explicit  Report  on  A.T.&T. 
Warrants,  Sidney  Fried,  a  noted  authority  in  the 
Warrants  field  for  more  than  20  years,  answers 
the  questions:  Is  A.T.&T.  a  staid  "widows  and 
orphans"  stock,  or  is  it  now  actually  an  exciting 
growth  company  with  large  potential?  And  are  the 
new  A.T.&T.  Warrants  merely  a  good  opportunity, 
or  are  they  potentially  a  superb  opportunity? 

The  Report  thoroughly  describes  the  Warrants, 
spelling  out  how  the  new  A.T.&T.  Warrants  can 
produce  leveraged  profit  for  any  upside  move  of 
A.T.&T.  common.  Downside  risks  are  also  ex- 
amined, and  weighing  potential  gain  against  po- 
tential risk,  Mr.  Fried  comes  up  with  a  recom- 
mendation you  will  not  want  to  miss.  Sidney 
Fried's  masterful  analysis  of  A.T.&T.  common  stock 
itself   is   completely   deserving   of   your   attention. 

Since  1952,  Sidney  Fried  has  edited  our 
R.H.M.  Warrant  &  Stock  Survey,  evaluating  first 
dozens,  then  hundreds  of  Warrants  in  every  issue. 
Today,  our  Survey  covers  254  Warrants  on  a 
weekly  basis,  including  such  top  companies  as 
AMK,  Atlantic  Richfield  Oil,  Avco,  Gulf  &  Western, 
Hilton  Hotels,  Ling-Temco,  Loew's,  Tenneco,  and 
many  others,  and  we  will  send  along  with  the 
"Report  on  A.T.&T.  Warrants",  full  statistical  in- 
formation on  all  these  254  Warrants.  We  will  also 
thoroughly  outline  a  method  by  which  you  can  prof- 
it from  the  hundreds  of  Warrants  currently  trading. 

This  entire  package  will  be  sent  to  you  by  re- 
turn  first   class   mail   for   only   $2. 
and    in    addition   to   its    immediate 
value   for   you,    will    introduce   you 
to  our  services.  """uii*' 

Send  $2  today  to  Warnntt,  Dept.  F-802, 
R.H.M.  Atsociatas,  220  Fifth  Ave.,  N.Y.,  N.V.  10001. 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  partner 

JOHN  W.  SCHULZ 

ABRAHAM  &CO. 

Mtmtxn  N«w  York  Stock  Exchingt 

•nd  othtr  ludini  Eichingts 

120  Brotdwiy,  Htm  York,  N.  Y.  10005 


STOCK  ANALYSIS 

By  Heinz  H.  Biel 


Warning 


The  April/May  stock-market  plunge 
was  the  most  severe  Wall  Street 
has  ever  experienced.  Although  the 
month-end  rally,  also  unprecedented 
in  its  steepness,  repaired  some  of  the 
damage,  one  should  realize  that  the 
price  collapse  of  even  the  finest  invest- 
ment stocks  carried  with  it  a  message 
of  a  very  serious  nature.  As  I  read  the 
message,  the  stock  market  expressed 
fear  that  the  recession  might  deterio- 
rate into  something  considerably  more 
dangerous  than  we  have  seen  in  more 
than  a  generation,  namely  a  possible 
depression.  The  warning  should  not 
be  taken  lightly. 

Our  trillion-dollar  economy  is  based 
on  faith  and  credit.  If  the  people's 
confidence  in  the  future  becomes  im- 
paired, the  entire  structure  is  endan- 
gered, because  this  nation  has  been 
borrowing  from  the  future,  which  by 
now  is  heavily  mortgaged.  The  profli- 
gacy of  the  post-World  War  II  era  is 
coming  home  to  roost.  While  the  Viet- 
nam war  has  been  an  important  con- 
tributing factor,  the  real  basis  of  in- 
flation has  been  the  excessive  use  of 
credit,  i.e.,  the  artificial  creation  of  ef- 
fective buying  power. 

Mountains  of  Debt 

Although  the  numbers  are  the  big- 
gest, the  Federal  Government,  rela- 
tively speaking,  is  not  the  worst 
offender.  It  is  the  states  and  municipal- 
ities, especially  the  large  cities,  that 
have  accumulated  a  burden  of  debt 
which  is  becoming  intolerable.  The 
private  sector  of  the  economy  contin- 
ues to  pile  up  veritable  mountains  of 
debt.  Corporate  balance  sheets  are 
getting  progressively  weaker— less  li- 
quidity and  more  debt,  and  a  large 
portion  of  it  short-term. 

As  individuals,  Americans  have  nev- 
er been  shining  examples  of  financial 
conservatism.  The  amounts  of  mort- 
gage and  consumer  debts  are  stagger- 
ing. Yet  we  still  permit  the  encourage- 
ment of  additional  borrowings  through 
credit  cards,  revolving  credits  and 
such  irresponsible  promotions  as  "fly 
now,  pay  later"  plans. 

Inflation  has  pushed  interest  rates 
to  record  levels.  Respectable  compa- 
nies have  to  pay  10%  and  more,  while 
the   cost  of   consumer   credit   ranges 

Mr.  BItl  It  ■  partner  In  the  New  York  Slock  Ei- 
chinit  firm  of  Emanual,  DMtJen  A  Co. 


from    18%   to  24%.   Such  rates  sound 
more  like  Brazil  than  the  U.S.A. 

An  economic  society,  built  on  cred- 
it, requires  confidence  that  all  obliga- 
tions can  and  will  be  met.  The  public 
sector  needs  tax  revenues;  the  corpo- 
rations must  have  profits;  and  the  in- 
dividual has  to  have  a  job.  The  pres- 
ent recession  is  the  direct  result  of  an 
attempt  to  arrest  inflation  by  "cooling 
off-  an  overheated  economy."  This  pol- 
icy has  dangerously  misfired.  If  the  re- 
cession progresses  much  further,  the 
nation  risks  the  breakdown  of  the 
credit  structure. 

This  bear  market  has  already 
washed  down  the  drain  some  $250 
billion  or  $300  billion  of  paper  val- 
ues. A  great  many  people  not  only 
feel  a  lot  less  affluent,  but  almost  im- 
poverished. Their  spending  habits  are 
undergoing  a  dramatic  change.  Job- 
lessness is  increasing,  and  unemploy- 
ment figures  will  look  pretty  bad  this  j 
summer  when  a  new  crop  of  young-  ' 
sters  enters  the  labor  market. 

It  is  argued  that  we  have  outlawed 
depressions  through  the  Full  Employ- 
ment Act  and  various  social  legisla- 
tion which  will  serve  to  stabilize  a 
faltering  economy.  This  is  quite  true, 
but  these  are  snow  fences  which  have 
yet  to  be  tested  under  pressure.  A  ver- 
boten  sign  will  not  stop  an  avalanche. 

Concern  in  Washingfon 

The  word  "concern"  is  probably  the 
understatement  of  the  year.  The  Ad- 
ministration finally  got  the  message 
which  the  stock  market  delivered.  At 
long  last  it  is  being  realized  not  only 
that  the  economic  policies  have  failed, 
but  also  that  a  serious  crisis  of  confi- 
dence is  in  the  making.  The  Federal 
Reserve  has  reversed  its  poHcy  which, 
instead  of  effectively  restricting  the 
imprudent  use  of  credit,  merely  served 
as  a  choke  on  the  whole  economy. 
By  once  again  increasing  the  money  j 
supply,  the  Fed  won't  cure  anything, 
but  it  will  at  least  prevent  a  further 
impairment  of  liquidity. 

The  Administration's  ta.sk  of  arrest- 
ing the  recession  without  fanning  in- 
flation is  a  difficult  one  indeed.  It  is, 
perhaps,  a  bit  late  for  instituting  wage 
and  price  controls,  although  "friendly 
persuasion"  combined  with  some  arm 
twisting  could  prove  helpful  in  pre- 
venting excesses.  It  would  also  still 
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|eem  appropriate  to  put  a  brake  on 
jnsumer  credit  while  using  existing 
i^hinery  to  provide  more  adequate 
funds  for  residential  mortgages.  Noth- 
ing much  can  be  done  to  prevent  a 
large^  budget  deficit  in  the  coming  fis- 
:al  year  as  income  tax  revenues  are 
certain  to  fall  off  sharply,  a  loss  which 
ts  unlikely  to  be  offset  by  the  hoped- 
for  dechne  in  military  spending. 

Most     important,     however,     is     a 

[:hange  in  attitude.   Nothing  has  un- 

lermined    Wall     Street's     confidence 

lore  than  the  Administration's  aloof- 

Iness,  its  pretense  that  all  is  well  and 

[under  control.   Washington  is  scared 

Inow.  But  being  aware  of  a  grave  dan- 

Iger  may  be  the  best  assurance  that  a 

major  disaster  will  be  prevented. 

Emphasize  Quatity 

When  stock  prices  fluctuate  as  vio- 
[  lently,  down  and  up,  as  they  did  last 
month,  any  comment  in  this  column  is 
apt  to  be  obsolete  by  the  time  it 
reaches  the  reader.  If  the  economic 
storm  warnings  are  heeded  and  ap- 
propriate measures  taken  to  restore  in- 
vestors' confidence,  it  is  a  better-than- 
even  chance  that  the  May  loss  will 
prove  to  have  been  the  bear-market 
bottom.  So  far,  however,  it  would  be 
unwise  to  take  this  for  granted.  I 
doubt  that  there  is  much  risk  that  this 
market  will  run  away  on  the  upside. 
Even  under  the  best  of  circumstances 
one  should  expect  a  testing  of  the 
lows.  Although  stocks  are  basically 
cheap,  there  is  no  need  for  a  buyer's 
panic.  I'd  rather  pay  a  few  points 
more  and  buy  with  confidence  than 
commit  reserves  prematurely  in  what 
may  turn  out  to  be  nothing  but  a 
strong  rally  in  a  bear  market. 

When  the  time  is  ripe  for  again  be- 
coming fully  invested,  the  emphasis 
should  be  on  quality.  To  be  sure, 
even  the  "dogs"  will  bounce  back, 
but  it  will  be  investment  grade  stocks 
which  will  carry  the  sustained  leader- 
ship in  the  early  phases  of  a  new  bull 
market.  This  was  clearly  demonstrated 
in  last  month's  spectacular  rally  when 
the  first  major  stock  to  reach  a  new 
19T0  high  was  du  Pont. 

Large  amounts  of  professionally 
managed  funds  are  available  for  stock 
investment.  After  the  embarrassing 
experience  of  the  past  couple  of  years, 
it  is  safe  to  assume  that  the  pros  will 
be  much  more  discriminating  and 
quality-conscious  in  their  stock  selec- 
tions. Also  to  be  kept  in  mind  is  the 
fact  that  the  recovery  of  the  more 
speculative  common  stocks  is  likely  to 
be  retarded  by  the  urgent  desiie  to  get 
out  of  questionable  situations  at  the 
first  opportunity,  since  it  proved  vir- 
tually impossible  during  the  decline  to 
find  bids  for  substantial  amounts  of 
such  stocks.   ■ 


CORPOMnON 

Cleveland,  Ohio  441 14 


The  Board  of  Directors  of  Society  Corporation  on 
May  14, 1970  voted  a  two  for  one  split  of  common 
shares  of  the  Corporation.  Under  the  present  plan 
Society  Corporation  will  issue  one  additional 
share  of  Society  Corporation  common  stock,  $1.00 
par  value,  for  each  share  of  common  stock  of  rec- 
ord June  16,  1970,  including  those  represented  by 
Voting  Trust  Certificates  of  the  same  record  date. 
As  of  May  14,  1970  there  were  716,158  common 
shares  outstanding. 

Corporation  directors  also  declared  a  semi- 
annual cash  dividend  of  $1.10  per  share  on  com- 
mon shares  now  outstanding  to  be  paid  June  12, 
1970  to  shareholders  of  record  on  May  27,  1970. 

This  represents  an  increase  of  10%  in  the  an- 
nual rate  of  cash  dividends  from  $2.00  to  $2.20 
per  present  share. 


WALTER  F.  LINEBERGER,  JR. 

Chairman  of  the  Board 

and  Chief  Executive  Officer 


J  MAURICE  STRUCHEN 
President 


CORPORATION 
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PUBLIC  SERVICE  ELECTRIC  AND  GAS  COMPANY 

QUARTERLY  DIVIDENDS 
The  Board  of  Directors  has  declared 
the  following  dividends  for  the  quar- 
ter ending  June  30,  1970: 


Class  of  Stock 

Common 

$1.40  Dividend 

Preference  Common 

Cumulative  Preferred 

4.08%  Series 

4.18%  Series 

4.30%  Series 

5.05%  Series 

5.28%  Series 

6.80%  Series 


Dividend 
Per  Share 

$  .41 
$  .35 

$1.02 
1.045 
1.075 
1.2625 
1.32 
1.70 


All  dividends  are  payable  on  or  be- 
fore June  30,  1970  to  stockholders 
of  record  June  1,  1970. 

MALCOLM  CARRINGTON,  JR. 
Secretary 


PUBLIC  SERVICE  ELECTRIC  AND  GAS  COMPANY 

SERVING  NEW  JERSEY/LAND  OF  AMAZING  ADVANTAGES 
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John  Blake  thought 
safety  belts  were 
idroi 


What's  your  excuse? 


Advertising  contributed  for  the  public  good 


Baltimore,  Maryland  21203 
The  Board  of  Directors 
of  United  States  Fidelity 
and  Guaranty  Company 
voted  a  dividend  of  fifty- 
five  cents  a  share,  payable 
July  31,  1970,  to  stock- 
holders of  record  June  26, 
1970. 

WILLIAM  R.  PHELAN 
Vice  President-Treasurer 
and  Secretary 
May  27,  1970 


E.I.DUPONTDENEMOURS&COMPANY 

Wilmington,  Del.,  May  18,  1970 
The  Board  of  Directors  today  declared 
regulor  quarterly  dividends  of  $1.12'/2  o 
share  on  the  Preferred  Stock — $4.50  Series 
and  87V2<  a  shore  on  the  Preferred  Stock 
— $3.50  Series,  both  poyoble  July  25, 
1970,  to  stockholders  of  record  at  the 
close  of  business  on  July  10,  1970;  also 
$1 .25  a  share  on  the  Common  Stock  as  the 
second  quarterly  interim  dividend  for 
1970,  payable  June  12,  1970,  to  stock- 
holders of  record  at  the  close  of  business 
on  May  26,  1970. 

H.  T.  Bush,  Jr.  Secretary 


Better  ttilnge  for  better  Itving 
...ttinougti  ctiennietry 


TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schuiz 


Why  The  Market  Rallied 


Among  the  forces  that  make  stock 
prices  fluctuate,  there  is  invariably  an 
irrational  component.  It  is  present  no 
less  when  prices  rise  than  when  they 
fall.  In  a  bull  market,  it's  the  factor 
that  makes  overvaluations  seem  sensi- 
ble. In  a  bear  market,  it's  what  makes 
undervalued  stocks  look  expensive.  To- 
ward the  end  of  either  kind  of  market, 
this  irrational  factor  tends  to  domi- 
nate and,  eventually,  to  overwhelm  all 
other  considerations.  The  end  of  May 
saw  emotion  taking  complete  charge, 
with  the  market  almost  collapsing, 
then  suddenly  turning  around  and 
climbing  an  unprecedented  10%  on  the 
Dow  in  the  space  of  a  few  days. 

Last  month  the  stock  market  had 
been  deflated  far  more  than  any  other 
major  area  of  the  economy  seems  like- 
ly to  be.  Nevertheless,  stock  prices 
continued  to  plummet  in  what  a  good 
many  observers,  with  considerable  ac- 
curacy, have  described  as  a  severe 
confidence  crisis,  a  rapid  crumbling  of 
faith  in  the  future  of  the  U.S.  and  its 
economy.  The  investment  climate  was 
one  of  mounting  panic.  Behind  this 
urge  seemed  to  be  a  vague  sense  of 
doom,  an  unvoiced  fear  that  the  price 
collapse  might  continue  all  but  indefi- 
nitely, or  at  least  a  suspicion  that  stocks 
were  about  to  lose  permanently  their 
appeal  as  long-term  investment  media. 

final  Convulsion? 

As  usual,  investors  had  no  difficulty 
in  rationalizing  these  selling  motiva- 
tions. But  it  seemed  beyond  question 
that  their  impact  on  the  overall  stock 
price  level  had  reached  a  thoroughly 
irrational  degree,  considering  that 
there  were  no  tangible  reasons  to  ex- 
pect a  collapse  of  the  money  market 
or  a  long-term  interruption  in  the 
growth  curve  of  corporate  earnings. 
Viewed  in  this  light,  the  panicky  char- 
acter of  the  downtrend  in  stock  prices, 
the  very  emotionalism  of  the  selling  in 
the  market,  suggested  that  the  de- 
cline from  April's  recovery  highs 
should,  typically,  be  the  bear  mar- 
ket's final  major  convulsion.  This  in- 
ference was  further  supported  by  the 
power  of  the  rally  that  followed.  Nev- 
ertheless, the  damage  done  by  the 
bear  market  to  investment  values  and 
investor  morale  was  so  severe  that  a 

Mr.  SchuIz  Is  a  partner  In  the  New  York  Stock  Ex- 
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test,  close  or  otherwise,  of  last  month's 
.  low  may  still  have  to  take  place. 

What  History  Shows 

Stock-market  panics  are,  almost  by 
definition,  difficult  for  the  analyst  to 
deal  with.  But  the  task  is  not  alto- 
gether impossible  because  panics,  be- 
ing highly  specialized  cases,  seem  to 
evolve  within  a  relatively  limited  range 
of  behavior  patterns.  For  example, 
hard  though  it  may  be  to  recall  while 
the  pressure  is  on,  panics  do  not  con- 
tinue indefinitely.  Even  the  1929  col- 
lapse, which  chopped  almost  50%  ofi 
the  Dow,  ended  after  about  ten  weeks, 
the  last  five  of  them  comprising  the 
all-out  panic  stage. 

In  1937  the  worst  of  a  panic  was 
over  after  about  nine  weeks  of  falling 
prices;  subsequently,  and  perhaps  set- 
ting a  precedent  for  the  current  situa- 
tion,   the   market   began   to   stabilize 
about  four  weeks  after  margins  were 
reduced.    In    1946    the    market    was 
gripped  by  panic  for  the  last  eight 
weeks  of  a  17-week  decline.  In  1957 
the  last  half  of  a  15-week  drop  was 
marked    by    panicky    liquidation.    In 
1962   there   were   two   panic   phases, 
each  lasting  about  five  weeks,  during 
a    15-week    collapse.    In    1966    there 
were  again  two  panic  stages,  the  first    , 
lasting  some  seven  weeks,  the  second   I 
about   three.   To   judge   by   all   these 
prototypes,  the  "normal"  duration  of 
panicky  seUing  could  be  expected  to 
range  from,  say,  five  to  eight  weeks.  J 
We  had  some  five  weeks  of  such  sell-  | 
ing  behind  us  before  the  huge  rally  I 
began  late  last  month. 

It  is  significant  that  prior  to  the 
market's  rally  some  of  the  technical 
characteristics  in  evidence  during  the 
final  stage  of  past  price  collapses  ap- 
peared once  again.  Thus,  short  selling 
by  odd-lotters  was  rising  sharply  to- 
ward the  end  of  May,  along  with 
round-lot  share  turnover  on  the  New 
York  Stock  Exchange,  while  prices  fell. 
But  perhaps  more  important,  there 
had  also  been  a  marked  increase  in 
round-lot  customers'  short  selling.  For 
the  last  week  of  February,  when  the 
market  was  recovering  from  its  Janu- 
ary low,  short  sales  on  this  sector .  to- 
taled only  some  640,000  shares  on 
the  Big  Board.  By  early  May  they 
were  up  to  a  weekly  rate  of  about  2.2 
million  shares,  and  probably  escalat- 
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sharply  as  prices  kept  collapsing. 
Short  sales  are  potentially  beneficial 
for  the  stock  market  in   a   technical 
ise  because  for  the  most  part  they 
leed  to  be  closed  out,  sooner  or  later, 
Jby  purchases.  A  short  sale  made  in 
(speqylative  anticipation  of  lower  prices 
Jthus  represents  a  source  of  latent  de- 
Imand  that  can  become  especially  ur- 
Igent  when  prices  stop  falling.  For  this 
reason,    indications    that    the    weekly 
Irate  of  short  selling  by  NYSE  round- 
lot  customers  cliinbed  toward  and  be- 
yond the  2.5-million-share  mark  last 
I  month  seemed  significant  in  Hght  of 
the  fact  that  the  1962  and  1966  bear 
markets  ended  with  such  sales  peaking 
near,  respectively,   1   million  and  2.2 
million  shares  a  week.  Similarly,  last 
year  stock  prices  stabilized  and  recov- 
ered after  their  sharp  drop  to  a  low  in 
late  July   when   round-lot   customers' 
short  sales  rose  to  a  weekly  total  of  2.2 
million  shares  on  the  NYSE. 

Favorable  Factors 

This  year,  as  under  comparable  con- 
ditions in  the  past,  I  suspect  short  sell- 
ing will  continue  at  unusually  high 
rates  now  that  the  panic  phase  seems 
over;  if  so,  it  will  make  a  major  con- 
tribution to  the  base-building  pro- 
cess during  which  a  bear  market  nor- 
mally is  reversed.  (There  may  also 
then  be,  as  there  was  in  1962,  net 
selling  by  the  mutual  funds,  which  as 
a  group  bought  more  stock  than  they 
sold  during  the  first  four  months  of 
this  year  and  in  each  of  the  three  pre- 
ceding  quarters.) 

Monetary  trends,  too,  can  now  be 
regarded  as  a  source  of  encourage- 
ment. There  are  indications  that  plans 
for  business  capital  spending  will  be 
cut  back  at  last  and  that  therefore 
the  volume  of  new  corporate  bond  is- 
sues, presumably  already  past  its 
monthly  peak  rate  for  the  year,  will 
diminish  at  a  progressively  faster  pace 
from  here  on,  permitting  long-term 
interest  rates  to  fall  again.  Moreover, 
with  prices  way  down,  the  threat  of 
massive  new  stock  offerings  may  have 
become  more  theoretical  than  real. 

True,  the  U.S.  Treasury's  borrowing 
heeds  during  the  year's  second  half 
will  be  greater  than  had  been  ex- 
pected. But  this  may  mean  that  the 
Federal  Reserve  will  have  little  choice 
but  to  let  the  money  supply  grow  at  a 
faster  rate  than  originally  planned.  To 
do  otherwise  would  probably  frustrate 
FRB  Chairman  Bums'  forecast  of 
lower  interest  rates  and  the  Adminis- 
tration's commitment  to  a  business  re- 
vival later  this  year.  For  stock  market 
bears,  a  combination  of  better  money 
growth,  of  lower  borrowing  costs,  and 
of  reduced  margin  requirements  is 
going  to  prove  to  be  the  wrong  kind 
of  diet.  ■ 
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THE  MARKET  OUTLOOK 

By  Sidney  B.  Lurie 


Undervalued  Stocks 


There  are  a  number  of  reasons  why 
the  security  buyer  is  demanding  a 
new— and  lower— ceiHng  on  prices. 
They  include  such  considerations  as 
the  prospect  of  a  slower  rate  of  over- 
all economic  growth  than  in  past  years; 
the  prospect  of  a  permanently  higher 
level  of  interest  rates;  a  new  and  less 
favorable  supply/demand  equation 
within  the  market  as  a  whole.  In  short, 
previous  peaks  in  price-times-earnings 
multiples— and  the  multiple  in  effect 
"makes"  stock  prices— are  not  likely  to 
be  duplicated  again. 

But  the  real  issue  today  is  not 
whether  past  optimistic  appraisals  will 
be  repeated.  Rather,  it's  whether  the 
going  level  of  valuations  adequately 
reflects  today's  unknowns  and  today's 
problems.  In  this  connection,  I  think  it 
significant  to  note  that  the  wave  of 
liquidation  carried  the  multiples  of 
many  leading  companies  back  to  the 
lowest  levels  witnessed  in  the  past 
decade.    Granted    that   some   of   our 

Mr.  Lurie  is  a  partner  in  the  New  Yorl(  Stocii  Ex- 
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problems  are  unique  to  this  era,  the 
fact  remains  that  the  past  decade  in- 
cluded at  least  two  other  periods  when 
the  question  of  common  stock  owner- 
ship was  also  under  suspicion. 

The  tabulation  offered  here  points 
up  the  fact  that  the  market,  as  mea- 
sured by  the  valuations  given  the  es- 
timated 1970  level  of  earning  power, 
is  historically  cheap.  Purposely,  each 
of  the  companies  I've  used  to  illustrate 
the  point  is  basically  one  of  the  lead- 
ers in  its  particular  field  of  activity. 
Significantly,  each  managed  to  double 
its  earnings  from  the  low  to  the  high 
of  the  past  decade.  Granted  that  the 
management  of  some  may  have 
changed,  the  fact  remains  that  there 
is  a  momentum  to  size  that  can  be 
demonstrated  in  a  more  prosperous 
economy.  Also  of  interest,  with  the 
peak  stock  price  in  many  instances 
having  been  recorded  long  before  the 
latest  wave  of  disillusionment,  it  al- 
most automatically  follows  that  down- 
side risks  are  limited. 

My  reason  for  offering  this  tabu- 


V 


Leaders  In  Their  Field 

Bull- 
Approx.      Market   Earnings  per  share 
Price         Hight       1970E             1969 

Price /Earnings  Ratio 
1960-1969 
Recent       High         Low 

Alcan  Alum. 
Amer.  Broadcasting 
Amer.  Can 

20 
23 
35 

43a 
39b 
64b 

$2.75 
2.75 
3.75 

$2.62 
2.44 
3.48 

7.3 
8.4 
9.3 

39 
41 
21 

9 

9 

11 

Amer.  Cyanamid 
Bendix 
Bethlehem  Steel 

25 
22 
24 

48a 
57b 
42a 

2.15 
2.50 
2.90 

2.02 
3.42 
3.56 

11.6 
8.8 
8.3* 

27 
18 
24 

11' 
8 

7 

Borg-Warner 
Continental  Oil 
Dresser  Industries 

20 
22 
26 

39c 
41c 
44d 

2.50 
2.90 
3.20 

2.65 
2.77 
2.90 

8.0* 

7.6 

8.1* 

16 
20 
16 

7 
9 
7 

Du  Pont 
Ford 
Goodyear  Tire 

115 
41 
23 

242a 
60c 
34d 

7.60 
4.25 
2.20 

7.35 
5.03 
2.19 

15.1 
9.6* 
10.5 

33 
16 
22 

14 

7 

11 

Ingersoll-Rand 
Int'l.  Harvester 
National  Distillers 

33 
24 
15 

58c 
53a 
24b 

4.10 
2.50 
1.45 

3.91 
2.30 
1.31 

8.0 
9.6* 
10.3 

27 
18 
20 

9 

8 

10 

Peoples  Gas 
Procter  &  Gamble 
Reynolds  Tobacco 

31 
48 
36 

43c 
56d 
51d 

3.50 
2.60 
4.25 

3.26 
2.26 
3.82 

8.9 

18.5 

8.5 

26 
40 
31 

9 

17 

9 

Smith,  Kline  &  French 
Standard  Oil  (N.J.) 
Swift  &  Co. 

38 
56 
25 

86a 
85c 
35d 

2.90 
5.80 
2.00 

2.81 
5.78 
1.63 

13.1 
9.7 

12.5* 

42 
19 
30 

13 

10 

9 

TRW 
UAL 
Union  Carbide 

24 
17 
32 

60c 
87b 
70a 

2.50 
2.50 
3.00 

2.36 
2.39 
3.08 

9.6 

6.8 

10.7 

45 

31t 
30 

9 

9 

11 

United  Aircraft 
Westinghouse 

29 

58 

111b 
79b 

4.75 
4.00 

4.21 
3.7b 

6.1 
14.5 

25t 
32 

9 
14 

E-Estimaled.  a-1966;  b-1967; 

•In   these  coses,   the  current 

decade  or  below  it.  tMultip 

c-1968;  d-1969.  *ln  the  post  four  yeors. 

multiple   is  either   in   line  with   the  overage  rrn 

e  was  even  higher  in  on  extreme  year. 

lliple  ot  the 

lows  of 

the  past 

lation  is  to  indicate  the  realities  of 
today's  marketplace  rather  thap  to 
suggest  that  each  of  the  companies 
mentioned  is  attractive  for  purchase. 
The  comparative  figures  illustrate  the 
fact  that  a  demonstrable  case  for  long- 
term  interest  can  be  made  in  many 
backbone  areas  of  the  economy  on  the 
Ijasis  of  the  risk-reward  ratio  between 
hard-core  demonstrated  earning  pow- 
er and  today's  prices. 
.  "obviously,  there  is  another  side  to 
this  statistical  coin,  namely:  Under- 
valuation—like overvaluation— is  an 
area  of  reference  rather  than  a  pre- 
cise point.  Furthermore,  there  is  no 
question  but  that  the  financial  com- 
munity today  is  doing  penance  for 
having  "oversold"  the  merits  of  own- 
ing common  stocks,  just  as  every  se- 
curity buyer  is  paying  for  the  absurdi- 
ties of  1968.  While  I  subscribe  to  the 
credibility  gap  as  it  were  which  has 
developed  between  Washington  and 
Wall  Street— and  I'm  as  disturbed  as 
every  American  by  the  fact  that  our 
nation  seems  to  have  lost  its  sense  of 
economic,  political  and  social  direc- 
tion—some common-sense  considera- 
tions come  to  mind. 

Reassuring 

One  is  the  fact  that  there's  little 
one  can  do  about  a  mass  hysteria, 
except  take  advantage  of  it  by  doing 
the  opposite.  Another  is  the  obvious 
"tail-ending"  sign  in  the  form  of 
forced  margin  selling,  the  blue  funk  in 
most  board  rooms.  I  can  even  see 
something  reassuring  in  the  fact  that 
the  very  swiftness  of  the  May  decline- 
along  with  the  strength  of  the  late 
May  rally— may  have  brought  the  in- 
evitable turning  point  that  much  clos- 
er. While  the  probabihty  that  the 
capital-spending  boom  is  over  casts 
some  doubt  on  the  vitaUty  of  business 
in  the  second  half,  it  should  lessen  in- 
flationary price  trends  and  permit  the 
Federal  Resei-ve  Board  to  pursue  a 
more  expansionary  credit  policy. 

Earlier  this  year  I  commented  fa- 
vorably on  American  Air  Filter,  which 
subsequently  rose  sharply  during  the 
boom  in  pollution-control  companies. 
With  the  stock  now  around  46,  my  in- 
terest has  been  revived  inasmuch  as 
I  expect  the  company  to  report  record 
high  earnings  this  fiscal  year  of  around 
$2.15  a  share  compared  with  $1.80 
last  year.  This  well-financed  company 
has  more  than  just  air-pollution  con- 
trol devices  (which  should  be  about 
30%  of  its  business  this  year)  to  its 
bow.  It  is  a  leader  in  the  air-filtration 
apparatus  business  and  an  important 
factor  in  air-conditioning,  heating  and 
ventilating  equipment.  I  believe  the 
company's  line  of  packaged  air-condi- 
tioning systems  is  properly  No.  One  in 
the  school  and  institutional  market.  ■ 
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WALL  STREET  VIEW 

By  Charles  Rolo 


Drinks  Are  One  Thing,  Drunl<s  Anottier 


I  HAVE  an  indicator,  hitherto  unrecog- 
nized which  has  been  suggesting  that 
the  bear  market  was  in  its  final  phase. 
Let  us  christen  it  the  Repentance  In- 
dicator. Proverbial  wisdom  informs  us 
that,  in  mundane  matters,  repentance 
comes  when  the  damage  is  done  and 
punishment  administered.  Repentance 
was  rife  in  the  investment  community 
before  the  late  May  rally.  Thus  my  in- 
dicator  was    turning   positive. 

Commentators  and  market  analysts 
have  been  castigating  the  sins  of  re- 
cent years  and  have  forecast  a  return 
to  virtue.  One  hears  on  all  sides  that 
henceforward  the  "in"  thing  in  money 
management  will  be  "quality"  (which 
nobody  seems  overanxious  to  define). 
Infatuation  with  earnings  growth  will 
give  place  to  renewed  respect  for  "ba- 
sic earning  power."  In  short,  the  tradi- 
tional principles  of  investment  analysis 
will  again  prevail,  and  the  recovery 
will    feature    the    respectable    stocks. 

But  will  they?  There  will  be 
changes;  that  cannot  be  doubted— and 
they  are  long  overdue.  Nonetheless, 
the  current  strictures  prophesying  a 
"return  to  normalcy"  remind  me  some- 
what of  a  man  with  a  colossal  hang- 
over who  vows  never  again  to  drink  a 
drop.  Mistakenly,  he  puts  the  blame 
for  his  suffering  on  alcohol,  when  its 
real  cause  was  unbridled  excess. 

My  point  is  this:  What  debauched 
the  marketplace  and  turned  it  into  a 
casino  was  not— as  it  is  now  fashion- 
able to  assert— the  doctrine  of  per- 
formance, but  rather  the  lunatic  ex- 
cesses engendered  by  the  cult  of 
performance  when  it  became  en- 
shrined in  crowd  psychology. 

Some  of  the  more  flagrant  aberra- 
tions can  be  summarily  catalogued: 
pursuit  of  investment  goals  which  were 
totally  unrealistic;  frantic  attempts  to 
achieve  these  goals  through  instant 
profits;  short-term  trading  in  high 
growth  stocks  based  on  quarterly 
earnings  expectations;  instant  accept- 
ance of  stories  and  concepts  on  the 
basis  of  "gut"  feelings;  indifference  to 
dubious  or  phony  accounting;  reliance 
on  the  "greater  fool"  theory  that  there 
would  always  be  suckers  to  bail  one 
out  of  illiquid  situations  and  strato- 
spheric multiples. 

In  retrospect,  the  mind  boggles  that 
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so  many  gifted  and  dedicated  money 
managers  succumbed  to  these  follies. 
But  none  of  them  is  inherent  in  the 
doctrine  of  performance.  The  doctrine 
took  shape,  to  borrow  Hegel's  tenni- 
nology,  as  the  antithesis  aroused  by  an 
outworn  thesis:  the  Prudent  Man  ap- 
proach to  investment.  The  Prudent 
Men  Money  Managers  bought  bonds 
and  blue  chips,  and  it  was  apparent, 
by  1960  if  not  before,  that  they  were 
looking  backward  rather  than  forward. 
They  were  missing  the  dynamic  sectors 
and  letting  their  portfolios  stagnate. 

The  originators  of  the  performance 
concept  perceived  that,  in  money  man- 
agement, conventionality  had  become 
a  straitjacket.  Their  idea  was  that 
with  hard  work,  imagination,  vision 
and  courage  it  should  be  possible  to 
outperform  the  general  market.  The 
idea  itself  remains  valid,  but  the 
tactics  its  gunshnging  practitioners 
adopted  are  justly  discredited. 

Thus  two  stages  of  the  Hegelian 
dialectic  are  behind  us— the  Prudent 
Man  thesis  and  the  Performance  an- 
tithesis. What  might  be  the  synthesis 
that  lies  ahead?  I'll  hazard  an  answer: 

Probably  blue  chips  and  the  better 
quality  depressed  cyclical  stocks  will 
be  favored  in  the  early  stages  of  the 
market  recovery.  But  what  will  hap- 
pen when  price/earnings  ratios  begin 
to  approach  the  average  of  recent 
years?  What  will  be  the  compelling  in- 
vestment merit  of  issues  with  the  mod- 
est growth  rate  of  the  DJI  so  long  as 
high-grade  bonds  continue  to  offer  an 
annual  rate  of  return  in  excess  of  8%? 

Performance  Plus  Realism 

In  our  highly  mature  industrial  so- 
ciety, in  which  the  profitability  of  so 
many  of  our  major  industries  is  be- 
ing relentlessly  eroded  by  rising  la- 
bor costs,  it  is  difficult  to  see  how  a 
return  to  the  conventional  investment 
philosophy  of  an  earlier  era  will  pay 
off.  It  seems  to  me  that  aggressive 
money  will  have  to  keep  seeking  out 
areas  for  investment  which  appear  to 
offer  superior  earnings  growth.  And 
the  need  to  detect  growth  opportuni- 
ties before  they  are  widely  recognized 
will,  if  anything,  be  greater  than  ever. 

Thus  the  new  synthesis  which  might 
be  envisaged  in  investment  philosophy 
is  the  performance  concept  combined 
with   hard-headed   realism— with  rea- 


sonable objectives,  respect  for  liquidi- 
ty and  an  exacting  sense  of  values. 

Although  "romance"  and  "concepts"  i 
are  bad  words  in  this  time  of  troubles, 
I  believe  that  in  due  course  they  will, 
regain  their  appeal  to  investors.  For] 
there  is  nothing  wrong  with  romance 
and  concepts,  if  they  have  substance , 
and  the  price  is  not  too  fancy. 

To  be  specific,  the  CATV  industry ' 
seeftis  to  me  a  case  of  romance  with 
substance.  Its  possibilities  as  a  com- 
rhunications  medium  are  virtually  lim- 
itless: They  embrace  entertainment, 
education,  home  protection,  informa- 
tion retrieval,  checkless  banking  and 
other  services.  The  cost  of  cable  tele- 
vision to  subscribers  is  low,  and  the 
public  wants  it.  Its  development  has 
been  impeded  by  restrictive  regula- 
tions, but  recently  the  Federal  Com- 
munications Commission  tentatively 
voted  to  allow  CATV  to  expand  its 
operations  in  the  nation's  hundred 
largest  markets.  This  decision  will  be 
hotly  contested  by  the  broadcasters. 
If  it  prevails,  it  would  constitute  a 
historic  breakthrough,  from  which 
CATV  would  emerge  as  one  of  the 
growth  industries  of  the  Seventies. 

Turning  to  concepts,  I  find  Johnson 
Products,  now  that  it  has  dropped 
from  36  to  13  bid,  a  good  example  of 
a  valid  concept  stock  with  a  down-to- 
earth  price  tag.  Johnson  Products  is 
the  only  publicly  owned  company  in 
the  cosmetics  industry  that  is  run  by 
a  predominately  Black  management 
for  Black  consumers.  Sales  and  earn- 
ings have  been  in  a  strong  uptrend  for 
the  past  five  years,  and  per-share  net 
for  fiscal  1970  should  be  around 
$1.05.  Twelve  times  earnings  seems 
reasonable  for  a  well-managed,  finan- 
cially sound  cosmetics  company  with 
intriguing  prospects. 

Another  concept  which,  though 
grossly  abused,  seems  to  me  basically 
valid  is  that  social  trends  should  con- 
tinue to  favor  the  growth  of  "the 
knowledge  industry."  Granted  that 
educational  pubhshers  are  suffering 
from  the  slowdown  in  federal  spend- 
ing and  other  problems,  the  longer 
term  outlook  seems  favorable  for  pur- 
veyors of  knowledge  such  as  Crowell 
Collier  6-  Macmillan,  and  McGraw- 
Hill.  Down  70%  and  60%,  respectively, 
from  1969  highs,  these  stocks  are 
worth  consideration  by  patient  inves- 
tors who  like  buying  into  a  growth  in- 
dustry when  it  is  out  of  fashion. 

My  advice  then  is  simply  this:  Don't 
assume  the  conventional  blue  chips 
will  be  the  best  vehicles  to  ride  for  the 
years  ahead;  look  instead  for  a  com- 
bination of  romance-with-substance 
and  sensible  prices.  The  Season  of  Re- 
pentance won't  last  forever.  After  all, 
a  cocktail  before  dinner  is  one  thing, 
drunkenness  quite  another.  ■ 
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STOCK  TRENDS 

By  Myron  Simons 


Buy  The  Solid  Ones 


AssuMixc  the  end-of-Ma>  rally  ended 
the  bear  market,  which  stocks  should 
you  buy  for  the  recovery?  Not  the 
phony  growth  stocks.  Not  the  ones 
which  grew  through  p\  ramiding  debt, 
through  constant  acquisitions.  I  doubt 
if  they'll  ever  again  see  the  prices 
they  had  in  1968-69.  But  I  think  most 
solidly  based  companies  will  come 
back,  way  back.  This  is  why: 

For  months.  Wall  Street  has  been 
waiting  for  a  signal  from  the  Nixon 
Administration  that  it  would  end  its 
efforts  to  slow  the  economy.  The  sig- 
nal came  on  May  27,  when  the  Presi- 
dent met  with  a  group  of  business 
leaders.  It  came  not  so  much  from 
Nixon  himself,  as  from  Arthur  liurns, 
chairman  of  the  Federal  Reserve  Board, 
who  promised  sufficient  liquidity  to 
keep  the  economy  moving  ahead.  And, 
as  if  to  prove  that  these  were  not  just 
idle  words,  he  disclosed  that  the  mon- 
ey supply  in  May  had  increased  by 
8'?-9^,  far  more  than  had  generally 
been  anticipated. 

Other  signs  of  a  reversal  of  all-out 
tight  money  have  proved  premature. 
But  logic  says  this  lime  it's  real. 

For  one  thing,  a  further  collapse  in 
the  .securities  markets  could,  in  itself, 
set  off  a  deepening  recession;  and  such 
an  uncontrollable  crisis  is  not  part  of 
the  Administration's  plan.  The  country 
is  ahead)  deeply  divided  over  Cam- 
bodia, \ietnain  and  over  racial  issues. 
There  could  be  no  worse  time  to  face 
a  severe  recession. 

Finally,  elections  are  coming,  and  a 
new  Congress,  hostile  to  President 
Nixon,  could  come  into  office  con- 
vinced that  it  had  a  mandate  to  bring 
back  prosperity  with  a  new  spending 
'program.  So  I  think  that  the  fight 
against  inflation  will  simmer  down  to 
just  enough  of  a  holding  action  to 
keep  the  economy  from  overheating 
again.  If  so,  large  institutional  inves- 
tors both  here  and  abroad  that  have 
remained  pretty  much  on  the  side- 
lines—the insurance  companies,  the 
pension  funds,  the  banks— can  begin 
to  anticipate  a  robust  1971,  and  the 
stock  market  can  begin  to  make  up  a 
lot  of  lost  ground. 

Naturally,  after  the  shock  waves 
that  have  run  through  our  economy 
and   our  securities   markets,   a  lot  of 
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problems  remain.  Many  companies  will 
suffer  from  a  profit  squeeze  for  some 
time  to  come,  and  liquidity  in  the  fi- 
nancial markets  won't  return  over- 
night. Which  is  why  I  say  look  for 
companies  with  a  financial  structure 
solid  enough  so  that  they  won't  have 
to  come  to  the  market  for  funds  in 
the  near  future.  And  pay  close  atten- 
tion to  those  which  have  ploughed 
back  large  sums  of  money  in  the  last 
couple  of  years.  Increased  efficiency 
from  modernization  can  help  them 
offset  higher  costs  and  show  increased 
profits  when  volume  increases. 

Tm^o  Performing  Groups 

What  kind  of  stocks  can  be  ex- 
pected to  perfomi  best  in  a  market 
recovery?  I  think  we  can  divide  them 
into  two  major  classes. 

First  come  the  blue  chips.  Pension 
funds,  insurance  companies  and  tiust 
funds,  with  their  huge  resources  for 
investment,  tend  to  confine  the  major 
.share  of  their  purchases  to  the  se- 
curities of  the  great  companies  of 
America.  There  are  so  many  stocks  in 
this  category  that  I'll  just  mention  a 
few  to  show  what  I  have  in  mind: 
General  Electric,  We.stinfihou.se,  Gen- 
eral Motors,  National  Steel,  Union  Pa- 
cific, Woolworth  and  IBM. 

The  second  group  consists  of  the  se- 
curities of  those  companies  that  can 
be  expected  to  have  sustained  growth. 
Disgui.sed  by  the  Vietnam  war  and  the 
fight  against  inflation  is  the  fact  that 
there  are  tremendous  social  needs  that 
must  be  satisfied.  Two  major  exam- 
ples are  pollution  control  and  hous- 
ing. Stocks  that  I  like  in  the  antipollu- 
tion group  are:  Re.scarch-Cottrell, 
General  Signal,  Universal  Oil  Products 
and  Jot)  Manufacturing.  In  the  hous- 
ing area,  my  stock  preferences  are: 
Masonite,  Jim  Walter  and  Kaufman 
b-  Broad. 

If  I  am  right,  anyone  who  buys 
stocks  now  to  hold  for  six  months  or 
more  can  look  forward  to  a  period  of 
higher  price/earnings  multiples.  And, 
if  the  economy  really  does  make  the 
predicted  recovery,  those  higher  mul- 
tiples can  be  combined  with  higher 
earnings.  It's  this  combination  of  high- 
er earnings  and  higher  multiples  that 
has  been  the  spark  which  started  the 
recovery  from  most  of  the  bear  mar- 
kets of  post  World  War  II.  ■ 
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FORBES  had  a  gain  of  two  mil- 
lion dollars  in  advertising  rev- 
enues for  1969.  That's  more  dol- 
lars than  were  gained  by  Life  — 
or  Look  —  or  Reader's  Digest  — 
combined. 

How  about  that. 
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The  Funds 


Is  the  Tweed  Suit  Coming  Back? 


In  a  bough  way,  the  investment 
business  is  akin  to  ladies'  fashions. 
Is  the  dress  designer  selhng  a  tai- 
lored piece  of  cloth?  Of  course  not. 
He's  selling  sex  and  glamour  and 
being  "with  it."  He's  asking  $300  or 
more  for  an  article  only  a  little  dif- 
ferent from  what  you  can  get  for 
$10  in  the  bargain  basement. 

So  it  is  in  Wall  Street.  As  a  dress 
is  a  piece  of  cloth,  tailored,  so  is  a 
stock  a  piece  of  paper,  engraved. 
The  object  of  the  game  is  to  know 
which  piece  of  paper  will  sell  for 
30  times  earnings  rather  than  eight. 

Like  a  good  fashion  stylist,  Op- 
penheimer  Fund's  Leon  Levy  is  try- 
ing to  guess  the  next  trend  in  stock 
market  fashions.  Oppenheimer  is  a 
big  ($315-million)  fund  that  has 
done  well  in  up  markets  but  has 
been  frequently  clobbered  in  down 
markets.  Predicts  Levy,  who  for  years 
was  about  as  go-go  as  you  could 
get:  "There's  going  to  be  a  revul- 
sion against  small  growth  compa- 
nies. Having  overpaid  for  all  these 
electronic  chicken  companies,  in- 
vestors aren't  going  back  into  those 


stocks.  Money  will  flow  into  hereto- 
fore dull  companies  and  these  will 
attract  speculation.  Remember, 
there  was  a  lot  of  speculation  in 
American  Telephone  in  1958." 

Sound  familiar?  Certainly.  Like 
Oppenheimer's  Levy,  many  of  The 
Street's  foiTner  swingers  have  be- 
come domesticated.  They  have  re- 
discovered such  old-fashioned  vir- 
tues as  book  value,  conservative 
bookkeeping  and,  yes,  even  divi- 
dends. You  might  say  that  they've 
dropped  the  miniskirt  and  gone 
back  to  the  sensible  tweed  suit— 
with  brogues,  not  sandals. 

New  Face 

Of  course,  when  what  you  are 
doing  is  bringing  back  old  fashions 
you  like  to  have  bright  new  de- 
signers put  their  names  to  them. 
So  Levy  trots  out  Oppenheimer's 
portfolio  manager,  Stephen  Robert. 
Robert  talks  like  a  stodgy  banker, 
but  he's  just  30,  five  years  out  of 
the  Columbia  Graduate  School  of 
Business. 

"In  1964,"  says  Robert,  "the 
American  Stock  Exchange  index 
and  the  Dow-Jones  industrial  av- 
erage were  both  at  20  times  earn- 
ings. Now,  the  American  index  is 
at  23  times,  the  Dow  at  13  times. 
Is  this  really  a  correct  valuation? 
We  figure  that  the  huge  gap  be- 
tween the  cyclical  stocks  and  the 
growth  stocks  will  begin  to  close." 

Is  Oppenheimer,  then,  no  longer 
a  groivth  fund?  Perish  the  thought. 
"Being  a  growth  fund,"  Robert  pa- 
tiently explains,  "is  not  necessarily 
buying  those  things  that  are 
deemed  growth  stocks.  The  best 
growth  stock  is  a  cyclical  company 
that  has  good  long-term  growth 
and  is  growing  from  a  depressed 
base.  We  found  utility  after  utility 
with  earnings  growth  of,  say,  5.5% 
yielding  7%— a  12.5%  growth  factor 
when  you  added  the  tw6  together— 
that  was  selling  at  11  times  earn- 
ings. Yet  Coca-Cola,  a  cosmetic 
company  or  a  drug  company,  which 
would  give  you  about  the  same 
growth,  was  selling  anywhere  from 
25  to  50  times  earnings." 

Gone  from  Oppenheimer's  port- 
folio today  is  such  onetime  favorite 
merchandise  as  Career  Academy, 
Great  Western  United  and  Deltona. 
In  their  places  Oppenheimer  is  now 
heavily  stocked   with   the  likes  of 


American  Home  Products,  Cater- 
pillar Tractor,  National  Biscuit  and 
a  mass  of  utilities. 

As  a  fashion  expert.  Levy  does 
not  expect  this  trend  to  last  for- 
ever. "1  can  picture  a  broker  in 
,  1974  telling  you,  'General  Motors 
is  now  243  and  it  was  up  eight 
points  yesterday.  But  you  can't  go 
wrong  buying  General  Motors.' 

"Forgetting  that  this  is  the  same 
guy  who  put  you  in  Data  Elec- 
tronic Nuclear  in  1968,  you  say, 
'Gee,  that  doesn't  sound  like  a  bad 
idea.'  And  you'll  be  making  the 
same  mistake  you  made  in  1968— 
speculating  at  the  top." 

But  by  then  Levy  and  Robert 
hope  to  be  on  a  new  trend. 

For  now,  however,  the  trend  is  to 
solid  old  companies  with  good  as- 
sets and  good  earnings;  value  rath- 
er than  glamour;  sensible  tweed 
suits,  not  see-through  blouses. 

The  trouble,  of  course,  is  that 
when  everybody  expects  a  thing  to 
happen,  it  often  doesn't.  As  when 
women  resist  the  midiskirt,  for  ex- 
ample. We  admit  Mr.  Levy's  opin- 
ion sounds  reasonable,  but  we  won- 
der if  that  corner  isn't  getting  a 
little  crowded.   ■ 
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Rebirth 


Talking  about  changing  styles,  the 
mutual  fund  salesmen  may  shortly 
be  dusting  off  some  rather  dusty, 
old-fashioned  merchandise  to  offer 
potential  customers. 

However  badly  the  bear  market 
may  have  discouraged  most  mutual 
fund  men,  it  has  brought  a  left- 
handed  kind  of  cheer  to  those  who 
run  income  mutual  funds.  These 
are  funds  that  buy  securities  for  the 
dividends  and  interest  they  pay.  In- 
come funds  have  been  quite  impop- 
ular  in  recent  years.  Most  of  them 
are  on  the  small  side  and  many 
were  hit  last  year  b\  redemptions 
that  far  e.xceeded  new  purchases. 
One  of  the  larger  ones,  Keystone 
K-1  (assets:  SI  16  million),  suffered 
net  redemptions  of  S4  milUon.  Put- 
nam Income,  assets  of  8147  mil- 
lion, had  S4.3  million  more  flow- 
ing out  than  flowed  in.  Nation- 
Wide  Securities,  $82  million  in  as- 
sets, had  a  net, outflow  of  $2.4 
million. 

Missed  Opporfunif/ 

And  yet  this  was  the  very  time 
investors  should  have  been  buying 
income  funds.  This  year  they  have 
resisted  the  bear  market  far  better 
than  most  funds  have,  partly  be- 
cause the  kind  of  securities  they 
tend  to  buy  have  a  solid  under- 
pinning of  dividends  and  partly  be- 
cause a  good  part  of  their  assets 
have  been  in  bonds,  which,  how- 
ever badly  hit,  rarely  go  down  as 
fast  as  common  stocks  do. 

When  battered  investors  start 
creeping  back  into  the  market, 
there  is  some  hope  that  a  good 
many  of  them  will  ask  for  income 
mutual  funds.  Says  William  B.  Alt- 
schuler,  vice  president  and  manager 
of  Channing  Income  Fund:  "Income 
funds  always  get  popular  after  a 
break  like  this.  People  go  back  into 
what  they  think  is  security.  I've  had 
a  lot  more  salesmen  in  here  in  m>' 
office  talking  to  me  lately  than  I 
ever  had  before. " 

It's  too  early  to  tell  if  the  income 
funds'  better  relatise  performance 
will  increase  the  sale  of  their  shares 
and  stop  the  run  of  redemptions. 
It's  possible  that  all  kinds  of  mutual 
funds  might  fall  out  of  favor  for  an 
indefinite  period.  But  the  income 
funds— again  by  their  nature— are 
loaded  up  with  blue-chip  stocks. 
And  these   are  exactlv   the   stocks 


that  came  back  first  after  the  1962 
bust  and  put  the  income  funds  at 
the  top  of  the  list  in  both  perfor- 
mance and  popularity  for  many 
months  afterward. 

The  high  interest  rates,  which 
will  probably  be  with  us  for  a  long 
time,  may  well  be  a  boon  to  the  in- 
come funds.  After  all,  good  bonds 
pay  9?  and  more.  Anchor  Income's 
vice  president  and  manager.  Nel- 
son Whipple,  says  his  fund  now 
has  20%  in  bonds  vs.  14%  earlier  in 
the  year.  Another  income-fund  man- 
ager, who  didn't  want  to  be  quoted 
by  name,  says  his  fixed-income  se- 
curity position  (including  commer- 
cial paper)  recently  was  about 
55%,  compared  with  about  33%  a 
year  or  so  ago. 

The  emphasis  of  these  funds  on 
income  also  helped  save  them  from 
some  losses.  "Late  in  1969,"  says 
Channing's  Altschuler,  "1  was  sell- 
ing things  that  other  people  were 
buying.  These  were  things  that  no 
longer  fit  my  purpose,  a  building 
stock  like  Lone  Star  Cement,  for  ex- 
ample. The  price  had  run  up  to 
29-30.  That  was  too  high  for  me; 
I  had  my  capital  gain  and  it  wasn't 
an  income-producer  at  that  level. " 
The  stock  later  fell  as  low  as  15. 

The  funds  think  more  conserva- 
tive portfolios  are  what  investors 
may  now  want.  "I  don't  think  the 
kind  of  speculative  fever  we  had 
before  will  come  back  again,"  says 
Altschuler.  He's  hoping  for  too 
much  if  he  thinks  people  will  nev- 
er speculate  again;  but  he's  prob- 
ably right  in  that  it  may  be  quite  a 
long  time  before  they  again  gamble 
as  they  did  in  the  wild  perfor- 
mance-plus period  of  1967-68. 

The  income  funds  may  even  have 
a  kicker  this  time  around.  Again, 
depressed  bond  prices  are  the  rea- 
son. Declining  prices  have  also 
meant  record-high  yields  on  bonds 
of  8%  and  9%.  "With  high  yields  on 
the  bond  side,"  says  Altschuler, 
"income  funds  can  buy  growth 
stocks  like  Kodak  and  Sears  that 
they  couldn't  afford  before  because 
they  wouldn't  let  them  cover  divi- 
dends." In  other  words,  the  income 
funds  can  keep  paying  the  liberal 
dividends  expected  of  them  and 
still  shoot  for  appreciation  of  capi- 
tal. And  if  bond  prices  ever  recover, 
.they  could  get  some  capital  gains 
there  too.  * 


Trends 

&  Tangents 

(Continued  from  page  10) 
with  sales  running  65%  ahead  of 
last  year.  Canada  is  also  far  and 
away  the  U.S.'  best  foreign  cus- 
tomer for  color-TV  sets,  account- 
ing for  over  85%  of  total  exports. 
As  a  result,  Magnavox  and  Syl- 
vania  have  built  plants  in  Canada 
in  recent  months,  joining  Zenith 
and  Motorola.  There  is  plenty  of 
room  to  grow:  U.S.  firms  only  have 
some  16%  of  the  Canadian  color- 
set  market. 

Rainbow  Biz 

If  car  color  choices  are  any 
measure,  the  U.S.  is  definitely  be- 
coming a  more  colorful  place.  Over 
a  fourth  of  all  Volkswagens  sold 
here  so  far  this  year  are  in  a  brand- 
new  shade  called  "Yukon  yellow." 
But  there  has  been  so  little  de- 
mand for  black  that  Volkswagen 
has  completely  dropped  it  from  its 
color  line  this  year,  and  white  has 
fallen  to  last  place.  As  recently  as 
1967,  red,  white  and  blue  (in  that 
order)  were  the  most  popular.  To- 
day pastel  blue  and  "Clementine 
orange"  are  in  vogue. 

Big  Bird,  Short  Hop 

A  747  from  New  York  to  Chi- 
cago? Although  it  may  not  appear 
to  make  good  economic  sense,  it 
may  be  a  good  marketing  strategy. 
TWA  now  offers  daily  service  to 
Chicago,  continuing  on  to  Los  An- 
geles and  returning  nonstop  to  New 
York.  This  makes  TWA  the  fivst  air- 
line in  Chicago  with  the  747''.  More 
important,  it  may  also  help  TWA 
in  the  competitive  Chicago-Los  An- 
geles route. 

Fill  the  Bowl  Up 

Americans  are  increasing  their 
consimiption  of  wines  by  about  18% 
a  year,  and  no  one  is  more  pleased 
by  the  trend  than  France's  vintners 
and  exporters,  although  domestic 
wines  account  for  close  to  90%  of 
U.S.  consumption.  The  French 
winemakers  figure  that  as  total 
U.S.  wine-drinking  increases,  so  will 
imports  of  wines  from  France.  So 
far,  the  figures  seem  to  support  the 
theory.  U.S.  wine  imports  from 
France  rose  by  close  to  15%  last 
year,  and  imports  of  Bordeaux  in- 
creased 47%  by  volume.  Imports  of 
French  champagne,  however,  suf- 
fered a  modest  decline.  ■ 
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Would 

you 

rather 

not 

know 

these 

7. 
warning 

signals? 


1 .  Unusual  bleeding  or 
discharge. 

2.  A  lump  or  thickening  in  the 
breast  or  elsewhere. 

3.  A  sore  that  does  not  heal. 

4.  Change  in  bowel  or  bladder 
habits. 

5.  Hoarseness  or  cough. 

6.  Indigestion  or  difficulty 
in  swallowing. 

7.  Change  in  size  or  color  of  a 
wart  or  mole. 

If  a  signal  persists  for  2  weeks, 
see  your  doctor  without  delay. 
Because  many  cancers  are  curable 
if  detected  and  treated  early. 

It's  up  to  you,  too. 


American 
Cancer  Society 
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READERS  SAY 


( Continued  from  page  1 1 ) 

Any  analogy  I  might  draw  between 
that  situation  and  the  one  we  potenft'ally 
face  today  would  not,  of  course,  be  ex- 
act. I  presume  that  Congress  would  keep 
control  of  the  purse  strings  and  keep  any 
such  Marius  situation  from  developing. 
But  I  wonder,  when  your  average  citi- 
zen serves  in  the  army  today,  it  sure  is 
an  inconvenience.  But  this  is  precisely 
the  built-in  safeguard:  He  remains  civil-, 
ian  in  his  orientation.  As  a  professional 
soldier,  however,  where  would  his  loyal- 
ty lie?  And  what  would  be  his  feelings 
about  all  this  movement  toward  Peace  and 
Love  and  all  that  mushy  civilian  stuff? 

The  punch  line  is,  I  wonder  if  those 
congressional  controls  on  the  purse  strings 
won't  snap  like  threads  with  pressure 
from  an  all-pro  Army. 

None  of  the  foregoing  should  be  con- 
strued as  a  defense  of  the  present  draft 
system.  Dreamer  that  I  am,  I  feel  that  we 
should  all  serve.  Why  not  have  every 
corporation,  every  governmental  agency, 
every  university  obligated  to  send  10%  of 
its  adult  work  force  into  the  army  for  a 
two-year  period  on  a  continually  rotating 
basis?  You'd  certainly  get  much  more 
rational  political  thinking  in  Washington 
if  every  citizen  was  perforce  obliged  to 
think  through  all  political  issues  before 
taking  a  position  on  them,  as  he  would  if 
he  knew  he  would  have  to  back  up  his 
ballot  with  the  personal  responsibility  for 
its  consequences. 

—Michael  Baybak 
Los  Angeles,  Calif. 

Ecology  Is  the  Word 

Sm:  How  could  you  be  so  poorly  in- 
formed? "Universities  are  planning  to 
grant  degrees  in  ecology"  {Fact  &  Com- 
ment, Apr.  1).  I've  had  my  Ph.D.  in 
ecology  since  1949  from  the  University  of 
Wisconsin,  and  I  was  not  the  first.  It  is 
gratifying  that  the  past  decades  of  teach- 
ing ecology  are  beginning  to  show  results 
in  better  public  understanding. 

— Ma.x  L.  Partch 

Professor  of  Ecology, 

St.  Cloud  State  College 

St.  Cloud,  Minn. 

Sm:  Thank  you  for  your  kind  com- 
ments on  my  environmental  talk.  Have 
you  heard  about  the  young  husband  who 
came  home  to  his  excited  wife?  The 
baby  had  pronounced  his  first  word. 
"What  is  it?"  asked  the  husband.  His 
wife  replied,  "Ecology." 

—J.  Paul  Austin 

President, 

The  Coca-Cola  Co. 

New  York,  N.Y. 

Please  Change  Our  Name 

Sm:  I  was  pleased  to  note  our  com- 
pany included  in  your  roster  of  Amer- 
ica's biggest  corporations  (Forbes,  May 
15).  I  was  surprised,  however,  that  we 
were  listed  as   Union  Bancorp.,   as   the 


name  of  the  corporation  was  changed 
Unionamerica  over  one  year  ago. 

—Robert  H.  Voti 

Presidert 

Unionamerid 

Los  Angeles,  Ca\ 

Spiritual  Not  Material  Values 

Sm:  If  you  offer  only  commendatil 
and  a  soda  to  a  12-year-old  boy  wfl 
returns  your  lost  property  (Fact  &  Coi^ 
ment.  May  15),  Forbes  will  castigate  y( 
by  crying  "Scrooge!"  in  public  priiJ 
When  I  was  12  years  old  and  returned  [ 
lost  article,  my  parents  forbade  me  to  a^ 
cept  a  reward  because  I  was  renderir 
justice  and  practicing  charity.  Til 
Forbes  thesis  is  a  substitution  of  materij 
baubles  for  spiritual  values. 

— Cilbert  DuRA^ 
Glendale,  Cali| 

Truckirtg 

Sm:  Unfortunately  you  omitted  an 
portant  transcontinental  trucking  operiu 
tion  from  your  statistical  study  on  th« 
trucking  industry  (Forbes,  May  1).  Led 
Way  Motor  Freight  would  have  rankeq 
16th  in  your  listing  of  major  truckinfl 
operations.  Lee  Way  is  not  as  well  knowij 
as  its  competitors,  but  its  record  in  recer 
years  is  equally  as  impressive  as  some 
the  companies  listed  in  your  very  excel- 
lent article  on  the  trucking  industry. 

—William  E.  Barker 

Executive  Vice  President, 

Dittmar  &  Co. 

San  Antonio,  Tex. 

Soys  Who? 

Sir:  Reference  your  "Fact  &  Com- 
ment," Apr.  15,  "Insurance  Industry  into 
Mutuals."  What  did  you  look  at  to  form 
an  opinion  like,  "It  will  be  good"? 

Bests  Reports  on  Life  Insurance  ( the 
industry  authority  for  evaluation  of  a 
company)  indicated  that  virtually  none 
of  our  insurance  company  investments 
—reported  under  net  investment  income 
before  federal  taxes— ever  reach  5%;  a 
very  poor  showing  if  percentage  is  to  con- 
tinue to  be  any  indication  of  the  port- 
folio managers'  ability. 

Life  insurance  company  wealth  is  more 
easily  understood  if  we  look  at  the  prod- 
uct and  realize  that  the  company  sells  a 
"diminishing  product"  at  constant  costs  to 
the  consumer— the  longer  tlie  consumer 
buys  the  more  "surplus"  a  company  gains. 
—Wayne  C.  Burnett 
Provident  Assurance  Consultants 
Phoenix,  Ariz. 

Youfh  Has  the  Answer 

Sra:  I  can't  believe  my  ears.  Did 
Forbes  magazine,  the  standard  for  fi- 
nance, recommend  that  advertising  aban- 
don the  young  (Fact  &  Comment,  Mar. 
15)?  You  can't  mean  those  youngsters  un- 
der 21  who  constitute  one-third  of  tli  • 
consumer  market;  whose  discretional \ 
buying  power  has  increased  100%  in  tiic 
last  ten  years. 

—Steve  J.  Hala.s/. 
Chagrin  Falls,  Ohio 
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THOUGHTS . . . 


ON  THE 
BUSINESS  OF  LIFE 


If  nobody  spoke  unless  he  had 
something  to  say,  the  human  race 
would  very  soon  lose  the  use  of 
speech.  —Somerset  Maugham 


When  your  mind  goes  blank,  turn 
off   the   sound.       —Arnold   Glasow 


It   is   better   to   say   I   don't  know 
than  to  lie  about  it. 

— Ignas  Bernstein 


Diplomacy  is  lying  in  state. 

—Oliver  Herford 


Silence  is  a  great  peacemaker. 
—Henry  Wadsworth  Longfellow 


Blessed  is  the  man  who,  having 
nothing  to  say,  abstains  from  giving  in 
words  evidence  of  the  fact. 

—George  Eliot 


An  educated  man  is  one  who  knows 
a  lot  and  says  nothing  about  it. 

— Gracie  Fields 


A  perfect  conversation  would  run 
much  less  to  brilliant  sentences  than 
to  unfinished  ones. 

—Louis  Krone  nberger 


All  of  us  encounter,  at  least  once  in 
our  life,  some  individual  who  utters 
words  that  make  us  think  forever. 
There  are  men  whose  phrases  are 
oracles;  who  condense  in  a  sentence 
the  secrets  of  life;  who  blurt  out  an 
aphorism  that  forms  a  character,  or 
illustrates  an  existence. 

—Benjamin  Disraeli 


Our    life    is    what    our    thoughts 
make  it.  —Marcus  Aurehus 


Few  fathers  care  much  for  their 
sons,  or  at  least,  most  of  them  care 
more  for  their  money.  Of  those  who 
really  love  their  sons,  few  know  how 
to  do  it.  —Lord  Chesterfield 


Conversation  should  touch  every- 
thing but  should  concentrate  itself  on 
nothing.  —Oscar  Wilde 


B.  C.  FORBES 

The  art  of  conversation  is  a 
most  important  but  often-neg- 
lected art.  It  is  also  allied  with 
the  art  of  written  expression. 
Speaking  and  ivriting  form  a 
very  large  part  of  the  ivhole  of 
human  activities,  business  as 
well  as  social.  The  art  of  ora- 
tory, in  public  life,  is  essential 
to  the  highest  success.  The  best 
tvay  to  become  a  good  talker  is 
to  learn  to  have  something  to 
say.  Studying  how  to  talk  tvill 
improve  the  mind,  and  paying 
diligent  attention  to  improving 
the  mind  will,  almost  uncon- 
sciously, gravitate  into  other 
forms  of  self -improvement. 


Most  clear  writing  is  a  sign  that 
there  is  no  exploration  going  on.  Clear 
prose  indicates  the  absence  of 
thought.  —Marshall  McLuhan 


Poetry  is  the  shortest  way  of  saying 
something.  It  lets  us  express  a  dime's 
worth  of  ideas,  or  a  quarter's  worth  of 
emotion,  with  a  nickel's  worth  of 
words.  —John  P.  Grier 


Conversation   is   the   image   of  th^ 
mjnd.  As  the  man  is,  so  is  his  talkl 
— PuBLiLius  Syrus  I 


Can  there  be  a  more  horrible  object 
in  existence  than  an  eloquent  man  na 
speaking  the  truth? 

—Thomas  Carlyi 


With  lies  you  may  go  ahead  in  the 

world— but   you   can   never   go   back. 

—Russian  Proverb 


As  scarce  as  truth  is,  the  supply  has 

always  been  in  excess  of  the  demand. 

—Henry  Wheeler  Shaw 


Conversation  for  many  people  is  the 
most  delightful  of  all  recreations.  It 
exercises  the  wits,  improves  verbal  ex- 
pression, tests  prejudices  and  stimu- 
lates the  circulation  of  the  blood. 

—William  Feather 


Summer  has  set  in  with  its  usual 
severity. 

—Samuel  Taylor  Coleridge 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $6.95.  Send  check  and  order 
to:  Forbej  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  (Sales 
tax:  Neiv  York  State,  from  3%  to 
6%;  New  York  City,  6%.) 


A  Text . .  . 


Sent  in  by  Karl  S.  Garrard, 
Elyria,  Ohio.  What's  your  favorite 
text?  The  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of  Life 
is  presented  to  senders  of  texts 
used. 


Let  your  speech  be  alway  with  grace, 
seasoned  with  salt,  that  ye  may  know 
how  ye  ought  to  answer  every  man. 

— CoLOSSiANs4:6 
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